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Foreword

The healthcare system is multidimensional and complex. With shifting
demographics, a constantly evolving workforce, increases in technol-
ogy and rising expectations of consumers, healthcare reformists need
to be cognisant that the consequences of change in one area may well
reverberate throughout the entire system.

Depending on the political climate of the day, the perceived need for
healthcare reform ebbs and flows. For many in the community, spec-
ifically people who find themselves in need of timely and excellent
health care, and those of us who work within the system day to day,
the desirability of health care reform is chronic and apparent.

In my role as President of the Australian Medical Association, I quickly
realized that a prerequisite to any constructive involvement in reform of
the Australian health care system is a detailed understanding of the terri-
tory, including the major players, the various levels of political responsi-
bility, the interaction between the various medical groups and the
politics between different types of health care providers. Not to mention
the influence of the media and the expectations of consumers.

Given the intractable inertia that traditionally besieges the process of
change in the health system, I admit I had to throw a few political
grenades to provoke much needed action in areas like workforce plan-
ning, medical indemnity, and public hospital funding.

Sometimes, reform is part of an ideological master plan, but all too
often it comes as a response to a media or lobbying ‘blitzkrieg’. This in
turn can result in piecemeal measures, populist announcements or,
worse still, massive but poorly managed reform which leaves workers
at the coalface struggling with the consequences of change.

Reform comes up against seemingly impenetrable obstacles, the most
glaring example being the nature of health system administration
between Federal, State and Territory governments. When I coined the
phrase ‘blame-shifting’, it was in response to the frustration I was
feeling about the endemic ‘cost-shifting’ between the different levels of
government, who would then sit back and point the finger at each
other as the perpetrator of the problems being faced by people within
the system.

The division of responsibilities in the system also leads to groups of
people, most notably the aged and indigenous communities who fall

vii



viii Foreword

between the cracks. For example, a (Federal) under-resourcing of aged
care places would leave a frail elderly patient in a far more expensive
and less appropriate State-funded acute hospital bed.

Every five years the State and Federal health ministers would get
together to argue about the size of the Federal funding pie, and who
gets what share of it. This meeting is always preceded by posturing,
media conferences, pronouncements of political positioning, the
meeting goes ahead and, given that the States have no choice but to
accept what is on offer, they all go back to their respective capital cities
to reformulate their budgets.

The Federal-State system of health care administration and
funding also means there is a much greater focus on tertiary care to
the neglect of other healthcare sectors. This is largely because of the
immediacy of need for acute hospital beds, and the very public
exposure of deficiencies. Hence the stories of ambulances doing
rounds of the city to find an emergency department open, sick
neonates being airlifted all over the countryside, long waiting times
for elective surgery and so on.

The longer term focus on health promotion and prevention strate-
gies, or chronic community-based care just isn’t top-of-mind and is in
need of far greater attention. An issue emerging in the area of social
justice is the problem of providing adequate medical care in rural and
remote regions of Australia. Economic rationalists argument simply do
not apply when it comes to providing quality healthcare to rural and
remote populations, and a ‘one size fit all’ model cannot apply to all
Australian communities. Local regional planning needs to be a precur-
sor to healthcare delivery, taking into account the special needs of
those populations.

This book looks at the impact of so-called ‘New Public Management’
on healthcare workers, and its sometimes unpredictable and perhaps
unintended impact on medical scientists, nurses, or doctors in the
early stages of their careers. The ultimate impact of a demoralized and
undervalued healthcare workforce will be on patient care as good
people are lost to the system because their concerns have not been
addressed, or because ‘efficiency’ measures failed to take into account
the impact they might have on professionals’ work environment. In a
health system with private and publicly operated workplaces function-
ing side by side, workers have choices. Industrial issues such as the
piecemeal approach to enterprise bargaining across the country, some-
times complicated by the draconian presence of the ACCC, create
inconsistencies and unrest.
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In 2000 when I assumed the role of AMA President, I was con-
fronted with a series of government workforce measures which began
with the assumption that there was an ‘oversupply’ of GPs. This was
repeated like a mantra throughout Health department documents
and Health Ministers’ statements. However, the word from the
trenches told us that, far from being an oversupply, GPs were becom-
ing scarcer by the day and those who remained were just keeping
their heads above water. The workforce planning data had not taken
into consideration the shifting gender balance in general practice,
the move by many GPs to reduce their consulting hours in favour of
other pursuits, how long they intended to keep working in general
practice and so forth. An independent study commissioned by the
AMA analyzed these trends and more, and the ‘oversupply’ became a
drastic undersupply.

Looking to the future, planning of the Australian healthcare work-
force will become increasingly complex following labour market flexi-
bility initiatives such as part-time work and demands for a better
work-life balance.

No view of the future would be complete without a discussion of
e-medicine, which is on an exponential trajectory. There are very real
concerns around possible negative impacts such as invasion of an indi-
vidual’s privacy. It has long been my view that advances in e-medicine,
despite technical readiness, must be preceded by a careful considera-
tion and public debate about the ethical and privacy implications of
new information technology, and appropriate safeguards put in place.

And where do consumers fit into all of this? Certainly the various
‘disease related support groups’ do a magnificent job in rallying volun-
teers and raising awareness. A strong, single unified voice for con-
sumers is lacking though and much of the advocacy for patient care
falls to the healthcare professions who are exposed to the difficulties
encountered by patients, and immersed in the deficiencies of the
administration of healthcare on a daily basis.

Just as evidence-based medicine has become the trend in clinical
practice, so should evidence-based principles be the gold standard in
healthcare reform.

This book draws together some of Australia’s foremost experts in
the areas of healthcare reform and related industrial relations to
examine the principles of healthcare reform and its implications
for the people working within the public system. The authors
also examine some of the lessons of the past, both in Australia and
internationally.
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Future healthcare reform must be informed by history. It must also
be based on evidence and research, and a deep understanding of the
complexity of this vitally important community sector.

I believe this book will be of tremendous value to anyone involved
in the administration of healthcare and I would certainly recommend
it to any aspiring future Health Minister.

Planning for future reforms must always bear in mind the bottom
line...not just the financial implications of proposed changes
in terms of costs or savings to governments, but the effects on
people...people as healthcare workers, and most importantly, the
quality of care delivered to people as patients.

Professor Kerryn Phelps

Adjunct Professor

School of Public Health and Discipline of General Practice
Faculty of Medicine

University of Sydney

President, Australian Medical Association 2000-2003
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Introduction

Pauline Stanton, Eileen Willis and Suzanne Young

Background to the collection

This book is the culmination of the research of a number of Australian
scholars in the fields of employment relations, health policy, health soci-
ology, health economics and health services management. In the first
instance it arises from the three editors’ doctoral studies, carried out
between 1994 and 2004. We began our PhD research at a time when
healthcare reform was high on the agenda in Australia; we were con-
cerned with the impact of these reforms on the work of various health
professionals and on the quality of care extended to patients. During this
period we found ourselves presenting work-in-progress papers at the
Association of Industrial Relations Academics of Australia and New
Zealand (AIRAANZ) annual conferences and other related conferences.
Sometimes the conference organizers would program us in the same
session, for example making health a case study in employment rela-
tions, at other times we were separated by themes such as human resource
management, enterprise bargaining, casualization, labour flexibility or working
time. Through this process we discovered other academics with similar
interests and it became clear that while there were many similarities in
our investigations, there were also differences in our research approach,
discipline orientation or theoretical explanations. It is this that has pro-
vided the underlying challenge to this research collection and we believe
it is this that makes the text unique. The questions raised in this
Introduction, the framework outlined in Chapter 1 and responded to in
Chapter 14, recognize the tensions and synergies created in bringing
these disciplines together to explore the impact of health and industrial
relations reform on the work of health professionals and the quality of
care delivered to those who are sick.



2 Workplace Reform in the Healthcare Industry

Some of the authors contributing to this collection are situated
within generalist management or business schools and their work
appears in the traditional management and employment relations lit-
erature (For example, the Journal of Industrial Relations, Labour and
Industry and the New Zealand Journal of Employment Relations.)
Other authors are situated within schools of medicine or departments
of public health and their work has appeared in other texts on health-
care reform and change in Australia, usually textbooks with a focus on
politics or economics (For example, Palmer and Short, 1994; Gardner,
1997; Mooney and Scotton, 1998; Bloom, 2000; Barraclough and
Gardner, 2002). The challenge in organizing this book has been to use
the strengths of the disciplines in order to provide both a descriptive
account as well as a set of broad theoretical arguments addressing
the impact of both healthcare and industrial relations reform on the
work of health professionals.

British and USA research on healthcare reform

Our underlying rationale for this book is that despite a decade of
reform within the health sector and in industrial relations in Australia
there had been little work published that has attempted to systemati-
cally or theoretically explain the way in which both reform processes
act as a set of coherent strategies in the management of health workers.
A number of scholars within the sector are recording the changes, but
few are incorporating industrial relations reform into their analysis.
Given the proliferation of published work coming out of the United
States of America and Britain this seemed strange and in need of recti-
fying. In our own research we were reading British work by Harrison
and Pollitt (1994), Bach (2000), Ham (1994), Ham and Ovretveit
(1998), Dent (1998), Harrison and Ahmad (2000) and North American
commentaries by Leicht and Fennell (2001). These social and political
commentators were not just recording events, but were analyzing the
outcomes in terms of the impact the changes had on major sociolo-
gical, economic, political, industrial and professional themes. These
included the impact of New Public Management (NPM) and industrial
relations strategies on professional relationships and work, shifts in the
understanding of medical dominance and professional autonomy, and
the incorporation of some doctors into the state’s agenda through the
reform processes. From the perspective of health sociology this is very
much a critical Sociology of health (Cockerham, 1978). From the per-
spective of health policy and employment relations these researchers
were also using health as a case study to illustrate the impact of the new
managerialism and industrial relations on the public sector.
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While there is considerable commentary in Australia, mainly by
political scientists, but also economist, sociologists, public health
advocates and epidemiologist on health reform, these accounts tend
to incorporate explanations derived from political and economic
theory such as neo-liberalism and the associated economic rational-
ism (Bloom, 2000). They rarely explore the impact of industrial rela-
tions changes or the way in which industrial relations policy acts in
concert with NPM practices and impacts on the delivery of health
care from the perspective of the employee. Further, on the other side
of the disciplinary fence few researchers in employment relations
appear interested in the health sector, and within the discipline of
sociology, scholars appear to have retreated to explorations of the
corporal body, rather than the body politic. Within industrial rela-
tions literature there are exceptions, for example Braithwaite’s work
in the early 1990s (1997) and Buchanan and Considine’s recent
studies of work intensification in nursing in New South Wales (2002)
and Victoria (1999). Within sociology, exceptions include; Collyer
(1997), White and Collyer (1998) and Grbich’s (2002) studies on pri-
vatization of public hospitals and White’s (2001) study of the corpo-
ratization of general practice. However, none of these accounts
provide a systematic approach that deals directly with the industrial
relations implications. There are a number of possible explanations
for this apparent lack of interest in the intersection of micro-
economic health and industrial relations reform and the NPM. For
example there are often difficulties in accessing health professionals,
particularly doctors; difficulties of understanding the language of
healthcare; and that hospitals deal with vulnerable humans in inti-
mate contexts where ethical issues loom large. Also that most of the
events outlined in this book occur in the public sector which perhaps
is not of interest to industrial relations researchers with their focus
on the manufacturing, factories, mining and call centres. It is also
possible that there are gender issues here as the health sector is
largely female dominated and that there is a general belief that
women do not join and participate in trade unions to the extent
that men do. However, if as Bryan Turner (1987) has argued health
and healthism have replaced religion as the means of salvation for
many citizens in western industrialized secular societies, this neglect
is indeed intriguing, particularly as the sector is labour intensive and
a number of the professional unions are increasing their union mem-
bership against a background of international decline. This book
attempts to redress some of the gaps by bringing together the work of
a number of researchers across the disciplines.



4 Workplace Reform in the Healthcare Industry

The organization of this book

This text is divided into three discreet parts. In the first part the reader
is introduced to the Australian healthcare sector, key factors in the
reform process and the issues surrounding workforce planning and
development. In Chapter 1 we provide an overview of the Australian
healthcare system in terms of its structure, funding arrangements and
breadth. This discussion is situated within a broader framework that
argues that the reform processes of the last decade can be understood
as a highly organized and systematized set of strategies instituted by
the state. These strategies include broad-based industrial relations
reform, specifically enterprise bargaining and the introduction of the
principles of the NPM into the public sector. Neither of these strategies
is peculiar to the healthcare industry, but is system wide, with some
variations that are explored throughout this text.

An important point alluded to in Chapter 1, is the shared funding
relationships between the Commonwealth and states. Healthcare in
Australia is funded by all three levels of government; federal, state and
local. While local government is usually defined as a cluster of suburbs
headed by a mayor and councillors who may or may not have links or
allegiances to the major political parties, this is not so for the states and
territories. The major political parties operate at both federal and state
level. As a consequence it is possible to have a conservative party; such
as the Liberal Party in coalition with the National Party in power at the
federal level, and the Australian Labor Party in power in any number of
states, and of course vice versa. The consequences of this for funding
and policy direction can make for considerable conflict and gamesman-
ship. A further complexity is the two tiered system of elected represen-
tation, or upper and lower houses that characterize the federal and state
systems of government. At the federal level, policies and laws are intro-
duced by the party in power via the lower house, or House of Represen-
tatives, which is made up of directly elected members of either party.
This legislation must pass through the upper house or Senate. However,
it is not unusual for the Senate to have a majority of members from the
parties in opposition making it difficult for the government of the day
to enact legislation.

In Chapter 2, Stephen Duckett takes a similar approach to that taken
in Chapter 1 by first describing the health workforce and the processes
used by the state, various government agencies and committees, along
with professional associations in planning for an adequate supply of
doctors, nurses, allied health professionals and other health-related
occupational groups. The second thrust of Duckett’s chapter is to
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outline the political and logistical complexities of this task. These
include the impact of the feminization of the medical workforce, the
difficulties of providing adequate health cover for people in rural and
remote regions of Australia, where few doctors wish to practise, and the
political squabbles that loom over the division of labour in healthcare;
the most prominent being the role of the Nurse Practitioner as a substi-
tute doctor. As a final point, Duckett explores the lack of human
resource policy and training for all health professionals, including
the challenges in multi-disciplinary teamwork and the impact of the
various reforms on the quality of care. This is a tantalizing hint to
content that makes up Part 2 of the book.

In Part 2 of this book seven case studies illustrate the nexus between
the neo-liberal strategy of the NPM, industrial relations and health-
care reform. In Chapter 3 Bray, Stanton, White and Willis provide a
series of examples of the way in which broadly-based industrial rela-
tions reform has been introduced in different states. We read that
decentralization of industrial relations through enterprise bargaining
(EB) was a core reform strategy in the states of Victoria and South
Australia, but not in New South Wales. This raises questions about the
role EB played in achieving productivity and efficiency improvements
in the sector and whether decentralization really took place. In
Chapter 4 Young moves away from industrial relations reform to
outline the impact of the implementation of the National Competi-
tion Policy and NPM strategies during an era of budget constraint on
two public hospitals in the state of Victoria during the 1992-99
Liberal-National Government. As she demonstrates, the process of
outsourcing non-core health services of public pathology, radiology
and various maintenance functions, down-sizing and redundancies
was not uniform across the sector. Individual managers and decision
makers, including health professionals, did exercise agency in this
process based on their understanding of the broader political and
social environment and the needs of patients.

In Chapter 5 de Ruyter continues the commentary on the rural-urban
divide when he notes that the impact of casualization on nurses is not
uniformly negative. When proponents of workforce flexibility pushed
for non-standard hours and employment arrangements in the 1990s
they argued that these arrangements could facilitate family friendly
workplaces (Mathews, 1989). However, de Ruyter introduces another
dimension into the equation of significant relevance to the Australian
context; this is the divide between metropolitan and inner city, regional,
rural and remote health services. Consistent with Duckett’s comments
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on the difficulties facing policy makers in coming up with a workable
rural workforce strategy, and Young’s point that differences occurred
across the rural-urban divide in implementing the government’s compe-
tition policy, de Ruyter shows that a policy of casualization impacts
differently on different segments of the population. Attitudes to casua-
lization are shaped by the age, gender, life-style and aspirations of
workers, along with the social and physical environment and economic
cost of living and working in a large sprawling megametropolis such as
Sydney.

Chapter 6, by White and Bray provide both a theoretical framework
and case study on work intensification for nurse unit managers in a
large public hospital in regional New South Wales. We see in this
chapter evidence of work intensification independently of the indus-
trial relations mechanisms of enterprise bargaining. The authors also
provide evidence of increasing workload and work intensification for
middle managers within the profession of nursing that resonates with
Willis and Weekes account of medical scientists and personal service
attendants outlined in Chapter 7. The theme of work intensification is
picked up by Willis and Weekes through an exploration of two very
different occupational groups; personal service attendants (PSAs) and
medical scientists. In making their argument, Willis and Weekes
demonstrate the synergies that occur in a complex organization when
a range of workers experience significant workplace change.

Chapters 8 and 9 can be read as cautionary commentaries on the
case studies discussed to date. Chapter 8 and 9 present two case studies
that outline the dangers inherent in any attempt to intensify or overly
control the work of health professionals. In Chapter 8 Stack uses
the sociological theory of emotional labour and work to illustrate the
impact on the personal sense of professionalism and vocation of care
workers. She shows clearly that the economic constraints built into
managed care impact on health workers’ sense of themselves as caring
humans. Read in conjunction with Chapter 9, by Townsend and Allan,
readers will not be surprised to learn that some health units are now
finding it difficult to recruit adequate nursing staff. As Townsend and
Allan indicate this is a national and global problem, particularly in
western nations that have engaged in a process of healthcare reform
with a focus on budget constraint, with little thought of the impact
these policies might have on professional commitment. Coupled with
the feminist movement, which has encouraged women to think
beyond the traditional careers of nursing and teaching, recruitment
and retention are now serious issues being addressed at global,
national, state and local hospital level.
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Part 3 of this book brings together the responses of the state, health
professionals, human resource managers and the private for-profit
sector in the design of 21% century strategies to curtail healthcare costs
and increase productivity and efficiency. In Chapter 10, Leggat and
Dwyer note that both federal and state governments funded a range of
innovation programs during the 1990s alongside the industrial relations
and funding-related reforms. Examples include the Coordinated Care
Trials, the National Hospital Demonstration Program, and the Clinical
Support System Program under the auspices of the Royal Australian
College of Physicians. Innovations instigated under these programs
took two forms; one focusing on managerial and system-based change,
the other on evidence-based medicine (EBM). Leggat and Dwyer direct
their attention to the human resource and managerial qualities needed
to facilitate innovation in healthcare, rather than medically controlled
evidence-based care innovations. They note that organizations and
agencies are now encouraged to amalgamate into larger units where
economies of scale can be optimized; and to encourage inspirational
leaders, work teams and organizations.

These shifts and the subsequent tensions created are explored in
detail by Bartram, Stanton and Harbridge in Chapter 11. They suggest
that the challenge now facing human resource managers is a cultural
change from control of, to commitment by, individuals to the organi-
zation’s goals. Strategic human resource management could seek to
capture the hearts and minds of professionals to the degree that these
workers themselves assiduously seek better ways of working that can
contribute to organizational outcomes. However, they also highlight
the complex web of powerful stakeholders and the vested interests
in which healthcare managers operate. These include governments
who set direction and often control and monitor through funding
policy, and professional associations and trade unions who act on
behalf of their members. Such an environment presents enormous
challenges for the practice of strategic human resource management
at the organizational level.

Chapter 12 by ledema, Braithwaite, Jorm, Nugus and Whelan can be
read as a discourse analysis of Evidence-based Medicine (EBM) and
clinical governance. This research team based at the Centre for Clinical
Governance within a school of Public Health and Community
Medicine state categorically that models of clinical governance are a
choice between improved productivity defined as the reduction of risk
and adverse events that works in a collaborative way with clinicians or
one that operates as a technology for surveillance and blame. The
direction taken by the state at the level of policy and bureaucratic
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prescription will, to a large extent, determine how the profession of
medicine and other health professionals cooperate amongst themselves
and with management. However, it should be noted that these authors
do not reduce clinical governance simply to a more sophisticated strat-
egy instigated by the state in the interests of efficiency; they argue that
doctors also wish to improve practice.

In the final case study in Chapter 13, Sinclair-Jones alerts the reader
to a future where electronic records and diagnosis may very well cross
the continent in search of cheaper or more efficient labour. In this sce-
nario the old divisions between north and south, core and periphery,
primary and secondary labour markets may well collapse. As Sinclair-
Jones illustrates, the future of e-medicine is off shore in countries like
India where highly educated and trained middle class health profes-
sionals perform transcription or diagnostic work at a reduced cost to
the attending specialist. This is outsourcing on a grand scale.

Concluding comments: what this book does not do

It is also true that the 1990s was characterized by a number of sign-
ificant technological advances in medical and related technology that
would surely have changed the nature of healthcare work indepen-
dently of industrial or health policy reform. These technological
advances have certainly strained capped budgets in both welfare and
for-profit healthcare systems across the globe. During this period we
have witnessed the completion of the Human Genome Project (Willis,
1998) and made considerable progress since the 1970s in the ethical
debates around stem cell and embryo research or how many transplants
an individual may reject before heroic medicine gives up (Fox and
Swazey, 1974). Coupled with this, the advances in information technol-
ogy have spurned new bio and e-technologies previously beyond our
imagination; key-hole surgery is now mundane and some individuals
now boast of having several cardiac bypass grafts or their own private,
at home dialysis machine. While these advances in medical science
offer the possibilities of relieving the suffering of many thousands of
people, they also highlight the high cost of publicly funded healthcare
and the need for some mechanism for rationalization.

In this book we do not raise the ethical issues of healthcare funding,
nor do we explore the possibilities for consumers to be engaged in
rationing such as that conducted in the 1980s in the now famous
Oregon Experiment. Like Bloom (2000) we do not believe consumers
played much of a significant role in the 1990 reforms, despite the
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rhetoric. Nor do the various researchers writing for this book deal with
community-based healthcare such as the de-institutionalization of
patients with mental illnesses and those with a disability, although it is
recognized that outsourcing, privatization and contracting out have
resulted in increased community or out-reach care. A text bringing
together the impact of ideologies of normalization, economic rational-
ism and industrial relations reform is waiting to be written. However, in
Chapter 14 we do offer some comment on future directions. We bring
together the main issues arising from each of the chapters; we highlight
key questions and suggest further areas of research. We also comment
on what we learnt through the process of writing this book.
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The Australian Healthcare Sector



1

Health Sector and Industrial Reform in
Australia

Eileen Willis, Suzanne Young and Pauline Stanton

Introduction: reform and the Australian healthcare sector

This chapter introduces the reader to the Australian health sector
under three main headings in order to provide background to sub-
sequent chapters. The first section describes the Australian healthcare
sector and outlines key features in relation to finance, organization,
employment and control of health professionals. The second section
examines the health sector reform process, exploring the main drivers
for reform and the policy and management initiatives that were incor-
porated within a New Public Management approach. The third section
outlines the industrial relation reform strategies and their impact on
the healthcare sector.

The Australian healthcare industry
Finance, organization and control

Although the Australian healthcare system is a complex mix of public
and private providers, Medicare is at the heart of the system. Medicare
is a universal, health insurance scheme based on the principles of
equity and equal access (Australian Institute of Health and Welfare
{AIHW}, 1998). Medicare is funded largely through a taxation levy of
1.5 per cent of income collected by the federal government.

In the public sector, organization, control and finance are divided
between state and federal governments. The federal government is
directly responsible for the funding of medical and pharmaceutical
benefits and residential aged care. The state governments, through
financial assistance from the Commonwealth, via the five-yearly Medi-
care Agreements (now called the Australian Healthcare Agreements), are
largely responsible for the funding and support of public hospitals,
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community health and support services, women and children’s pro-
grams and mental health. However, over the last decade the federal
government has increased its involvement in the funding of public hos-
pital services. The effect of this has meant that even though the federal
government has left the detailed control of hospital policy to the states
(Duckett, 1998, p. 102), in 2001-02, for example, it provided 46.1 per
cent of total government outlays for services in public state based hospi-
tals (AIHW, 2004, p. 3). This relationship is often contentious and in
recent times some of the state governments have called for the Federal
government to take over complete financial responsibility for health
services.

Under the Medicare Agreement all Australians are entitled to free
public hospital services and financial support for primary medical care
from general practitioners, medical specialists, optometrists, and in
the case of the chronically ill, limited access, via a referral from their
general practitioner, to allied health professionals such as psycholo-
gists, chiropractors, physiotherapists and podiatrists. However, the
Medicare Levy does not fully cover the costs of these services and
healthcare is the second highest expenditure of the Australian federal
government, and one of the highest costs for state governments. The
Australian Institute of Health and Welfare (2004, p. 1) reported in
2001-02 that total health expenditure in Australia was in the order of
$66.6 billion, or 9.3 per cent of Gross Domestic Product (GDP). This
amount is similar in proportion to that expended on healthcare
in Canada and France, more than is allocated in Japan, New Zealand
and the United Kingdom (UK), but considerably less than the United
States (AIHW, 2004, p. 1). Government spending on healthcare in
terms of GDP has been relatively stable since 1991-92, however, it has
doubled over the last four decades, with health expenditure per person
increasing from $65 to $3397 between 1960-61 and 2001-02 (AIHW,
2004, pp. 2-3). Successive Australia governments, like their counter-
parts in many other countries, see the rising costs as unsustainable and
the sector as a target for reform (Twaddle, 1996). This is part of a
worldwide emphasis on achieving better value for the health dollar
and more effectiveness through greater accountability from service
providers (Evans, 1995).

A secondary problem in the healthcare industry is the fact that
the major share of the health budget is expended on hospital-based
services. Public hospitals receive one-third of all government health
expenditure (AIHW, 1998, p. 167). In 1994-95, 80 per cent of all
healthcare funding went to public hospitals who are also the largest
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employers of staff within the sector (Duckett, 1998). In 2001-02, state
and territory governments spent 55 per cent of their total health
expenditure on public hospitals as well as a large proportion of capital
expenditure on public hospital infrastructure (AIHW, 2004, p. 2).

In Australia, the private sector also plays an important role and
private medical care is available through private health insurance
and privately-owned hospitals or charitable organizations. Around
36 per cent of Australians have private health insurance to cover the
cost of private hospital care and allied health services (Grbich, 2002).
The numbers of Australians with private insurance has been recently
boosted through a Federal Liberal-National government financial
incentive that includes rebates for individuals and families with private
insurance and penalties for individuals on incomes above $50,000 per
annum, or families on $100,000, who do not take out insurance. This
includes an additional Medicare levy, and in the case of those entering
private insurance after the age of 30 years, added premiums.

The private sector operates alongside the public sector creating
a complex mix of public and private services. For example, general
practitioners and specialists, including radiology and pathology ser-
vices operate private practices, with the federal government providing
either the full fee or a co-payment to the patient. In the 1990s a small
number of general practices were fully corporatized, in some cases
being purchased by multi-national companies (White, 2001) however,
this trend seems to have abated in the last three years. In areas such
as disability services, almost the entire community-based sector is
outsourced to private providers who must compete for contracts to
provide services to welfare recipients. Increasingly aged care is shifting
away from government owned or charitable not for-profit services to
private providers.

One of the difficulties of achieving reform in the Australian health-
care sector is its complexity, which in no small part is due to the
various levels of government involvement - local, state and federal —
with increasing power to set the policy agenda being accorded to the
federal government. Indeed, Duckett (1999, p. 71) has commented
that ‘The Commonwealth [federal] government’s domination of
health policy in Australia prevails despite the fact that its formal con-
stitutional powers with respect to hospitals is limited’. Such differing
responsibilities and funding sources point to a problematic relation-
ship between the federal government and states in healthcare which
manifests in discussion over escalating costs, cost-shifting between the
two parties, and the states’ responsibilities in implementing federal
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government policy (Duckett, 1998, pp. 73-6). As patterns of service
delivery also vary between different states (Donato and Scotton, 1998)
such fragmentation in delivery and responsibility produces competi-
tion between the public and private sectors, between service delivery
agencies and between different professionals (Draper, 1999, p. 133).

The five-yearly negotiations over federal funding allocations to the
states for Medicare, produce months of public and behind-the-scenes
wrangling independently of whether or not individual states are gov-
erned by the same political party or not. Duckett has referred to these
five-yearly negotiations as ‘the elephant dance of Commonwealth/
State relations’ (Bloom, 2000, p. 20).

The healthcare workforce

The professional bio-medical health workforce is made up of doctors,
nurses, allied health workers and others such as paramedics and den-
tists. The most powerful group of workers is the doctors, although
there is a high level of stratification within the medical workforce espe-
cially between general practitioners and the 14 Specialties. While each
specialty has a professional college, the interests of doctors are also
served by the Australian Medical Association (AMA); a professional
association which also has an industrial function, and various state-
based unions such as the Salaried Medical Officers Association who
negotiate enterprise bargaining agreements between salaried medical
staff and employers. The largest group of workers is nurses. There are
two grades of nurses; registered and enrolled nurses. Their professional
interests are met by the Royal Australian College of Nursing (RACN)
with competition from the Australian Nursing Federation (ANF) which
serves both the professional and industrial interests of nurses. The ANF
is a national federation with autonomous state branches.

Allied health professionals include physiotherapists, occupational
therapists, speech pathologists, social workers, podiatrists, dieticians,
psychologists, pharmacists, medical scientists, health information
managers, radiographers, audiologists, dental therapists, health librari-
ans, nuclear medicine technologists, medical illustrators, and the pro-
fessions of orthoptics, orthotics and prosthetics (DHHS Tasmania,
2003). Allied health professionals work in public and private hospitals
and health centres, but also in some instances in private practice. A
number of private health insurers reimburse the services of dentists
and some allied health professionals, such as speech pathologists, dieti-
cians and psychologists, as well as chiropractors. As a consequence
allied health professionals can be further divided between those that
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diagnose and engage in private practice and those that perform pro-
cedures directly under the control of medicine such as radiologists.
Each of the professional groups has their own professional associations
and within some states there are a number of union branches that
serve the interests of allied health professionals that are affiliated
nationally to the Health Services Union of Australia (HSUA).

All medical, nursing and allied health groups are educated within the
university sector, with nursing and paramedics being the last two to
come into the tertiary sector. Paramedics are an emerging profession
with a number of states moving to tertiary education for this group, but
this is not uniform with some services maintaining in-house training.
The health workforce also includes a number of managers whose educa-
tion and training may or may not have a health focus. A number of
universities have moved to introduce health-related commerce and
human resource programs in order to better prepare managers for the
health sector. Other skilled occupational groups include cleaners, per-
sonal service and care attendants, ward clerks and technicians. Training
for these categories of workers tends to be in the vocational education
sector or in-house. In some states they are members of branches of the
HSUA.

A major feature of the health sector is its highly feminized nature
with women accounting for 77.4 per cent of employees. Women pre-
dominate in nursing and the allied health professions although the
higher income professions such as medical specialists and dentists
are largely male (Duckett, 2000). Nursing has had a long and, at times,
bitter struggle over wages and professional recognition. This has in-
cluded conflict with the medical profession over establishing separate
domains of practice, and with the state over access to tertiary education
(McCoppin and Gardner, 1994).

The female proportion of the medical professions has stabilized at
just under 50 per cent. Recent evidence also shows that the percentage
of women in general practice has increased to over 50 per cent, al-
though these women tend towards part-time work (AIHW, 1998,
p- 181). The health sector is also characterized by a higher percentage
of part-time employees. In 1998 over 39.1 per cent of workers in this
sector worked part-time compared to 25.8 per cent in the overall work-
force (Australian Bureau of Statistics, 1999, p. 13). Between 1993
and 1998 female part-time employment in the health sector increased
by 14 per cent; a much faster rate than the full time increase of 4.4 per
cent (AIHW, 2000, p. 258). These figures are probably a reflection
women’s dual role and family responsibilities and account for the fact
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that while women predominate in the sector their numbers are not
represented in higher management positions.

The health sector is also subject to constant innovation and changes
which impact on both the skills and numbers of workers in the indus-
try. Over the last two decades there have been major advances in, and
increased use of, medical diagnostic and treatment technology and ser-
vices, and the development of new systems and processes including
information systems. There has been a growth in the numbers of spe-
cialist medical practitioners and increasing nursing specialization,
including, now that paramedic education is in the tertiary sector, moves
to establish physician, assistants or dual-trained registered nurse-
paramedics, to work in rural and remote towns given the failure of the
national rural health strategy to recruit sufficient doctors to these posi-
tions. The contraction of hospital employment (partly due to the reduc-
tion in psychiatric hospitals) has been associated with increased
community care and a growth in community health services. The
medical workforce growth has slowed, although the federal government
has funded three more schools of medicine in the last five years, includ-
ing a first for a private university. Allied health numbers have increased
by 20 per cent between 1996 and 2001 and there has been a significant
restructuring in nursing (AIHW, 2001). The AIHW reports that in 1996
the health workforce was more efficient and more productive with
fewer staff treating significantly more people at a much higher rate of
patient turnover and a declining rate of stay, than in the previous
decade (AIHW, 1998, p. 181).

The nature of professionalism in the sector has an impact on the
introduction of work practice reform, and is often seen to be a barrier
to reform, especially in the case of doctors. It is not possible to force
doctors into salaried positions in Australia as can occur under the
National Health Service in Britain. A ruling by the High Court in 1946
following a Labor Government attempt to create a national health
service deemed this a form of conscription and unconstitutional
(Daniel, 1990). However, while the majority of doctors in Australia
work in private practice on a fee-for-service basis those working in the
public hospital sector are salaried medical officers or private consul-
tants paid on a sessional basis, often referred to as visiting medical
officers or VMOs. Like their colleagues in private practice these doctors
are trained to be independent and self-reliant. They are taught to
rely on their own judgement, to be accountable to their profession,
with limited sharing of their decision-making processes with other pro-
fessional groups. In effect, doctors control the production process in
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hospitals. They are at the apex of a hierarchical division of labour
(Freidson, 1970), they decide who is admitted, who is discharged and
what treatment patients receive. Scrutiny of their practice is often seen
as a challenge to their clinical judgement, yet if employers are to have
some control over labour utilization they need to have some control
over the production process — over doctors. Such challenges by the
state and third parties insurers have invariable led to conflict with
organized medicine and at the local level to confusion over allegiances
(Harrison and Pollitt, 1994).

Enter workplace reform: the New Public Management and health
policy initiatives

Workplace reform has become a major goal of successive Australian
governments since the early eighties. The current endeavours have their
origins in the Federal Labor Government’s National Health Strategy
begun in 1989 although prior to this date previous governments had
attempted a range of reforms (Daniel, 1990). The fact that the public
health sector is a large employer and labour intensive means that
policies that include cost containment strategies targeting the workforce
are attractive for governments. Often this has been expressed through
industrial relations policy. However, as O’Brien has argued (1997),
public sector industrial relations is as much a political process as it is an
industrial process as governments are fiscal guardians and policy gener-
ators as well as service providers and employers. Governments fund
public services such as health and are therefore the effective employer if
not the legal employer. Governments control the policy framework in
which health institutions operate and therefore can ‘steer’ organizations
in the direction they wish them to go. They have a range of mecha-
nisms open to them to encourage workplace reform such as funding
mechanisms, budgetary control and accountability processes. They do
not have to rely solely on industrial strategies to achieve reform of work
practices. One such mechanism utilized in the last decade has been the
strategies of the New Public Management (NPM), sometimes referred to
as managerialism.

Cairney (2002) argues that there is no accepted definition of the NPM
except to suggest that the principles of the market are applied to public
institutions and, as a consequence, to the working conditions of those
employed in these institutions, such as salaried medical officers, nurses
and allied health professionals. Alternatively Ferlie (1998, p. 2) lists six
features of the New Public Management. These are (1) privatization of
public utilities; (2) the introduction of market-like mechanisms into the
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public sector; (3) separating core (policy) from peripheral (service deliv-
ery) tasks and (4) outsourcing the service delivery, while maintaining
government control over policy; (5) more active management such as
performance management systems; and (6) labour market flexibility.
Added to these are the emphasis on outputs over inputs and the break-
up of large, uniform organizations into smaller business units (Bach,
2000, p. 928).

A number of the above strategies have been part of healthcare reform
in the public sector in Australia. This was especially true of privatiza-
tion and the introduction of market-like mechanisms into the sector
throughout the 1980s and 1990s. It involved the sale of government
assets to private enterprises, contracting out of service provisions (out-
sourcing), repeal of monopolistic licenses, deregulation of government
enterprises, devolution of authority to public sector managers, greater
reliance placed on user pay services and franchising (Deery, Plowman
and Walsh, 1997, p. 4). This was fuelled by the introduction in 1995 of
the National Competition Policy (NCP) by the Federal government.
The government’s rationale was based on a belief that the public sector
would become more efficient if subject to private sector competition
(Young, 2004).

The support for such propositions was widespread. For example, in
1996, the National Commission of Audit (NCA, p. 7 as cited in Fair-
cheallaigh, Wanna and Weller, 1999, p. 54), argued that in a market-
based economy controlled by a democratically elected government
there were only two reasons for government involvement in the activ-
ities of the community. The first was social equity, where the market
is incapable of delivering outcomes demanded by society. The second
was market failure, which is associated with monopolistic situations,
undue influence or power of the parties producing negative outcomes,
or excessive or inadequate supply of the good or service. The fact that
market failure was regarded as a risk in the health sector and that the
linkage between the provision of healthcare and improved health
were not always direct, was dismissed. The ‘past wisdom’ was reversed
with the [neo-liberal] argument in the 1990s based on the proposition
that ‘the individual was not in need of protection from the market’
(White and Collyer, 1998, p. 499).

Industry analysts (Duckett and Hunter, 1999, p. 8) argued that NCP
was not a crusade founded on a belief that competition should be
elevated above the public good, nor did the policy equate competition
with the public good. Rather, it required a rational articulation of the
objectives of anti-competitive measures and, if they were still thought
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to be worthwhile, an analysis of alternative means of achieving those
objectives. As such, decision-makers in Australian health networks and
hospitals were left to make their own decisions about how to imple-
ment NCP and New Public Management, whilst keeping in mind that
health provision is a ‘public good’ (Young, 2004). Whatever local hos-
pital managers decided, they could not escape the fact that at the na-
tional level, competition policy was built into the various Medicare
Agreements through a series of benchmarks and best practice incen-
tives that state governments were required to attain on order to be eli-
gible for funding. These benchmarks forced public hospitals to engage
in workplace change.

Competitive benchmarks and incentives to change

As already noted, funding for public hospitals in Australia is through a
mix of federal and state grants. Since the introduction of Medicare in
February 1984, the federal government has entered into six, five-year
cycle agreements with the states and territories. One of the most suc-
cessful ways both the Labor and Liberal-National Governments have
coerced the state governments and hospital-based health professionals
into engaging in the ‘reform’ process is through the creation of perfor-
mance management strategies. This has been achieved by reducing the
Medicare base funding, and tying additional funding to targets and
benchmarks. Incentive based funding remains a contentious aspect of
the Medicare Agreements (Willis, 2004).

However, the overall direction of block grants and incentive funding,
while requiring clinicians to speed up the delivery of services, does
not demand changes to the way the work is organized or to clinical
decision-making. Change in the pace of work or in its organization is
more readily achieved through the variety of Casemix systems of fund-
ing. The introduction of Casemix diagnoses related groups (DRGs) into
the Australian public acute hospital system was first mooted in the
National Health Strategy (1989-92). The 1988-93 Medicare Agreement
established the Casemix Development Project and in the following
Medicare Agreement (1993-98) the Federal Labor Government indi-
cated that it intended to build into the next agreement a nationally
unified Casemix system (Reid, Palmer and Aisbett, 2000). Given this,
states and individual public hospitals had no choice but to comply.
Indeed Victoria had introduced Casemix funding in 1993, well before
the 1998-2003 Medicare Agreements were struck.

The underlying motivation of Casemix is to encourage hospitals to
treat patients within the average cost structure, which is seen to be best
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measured by length of stay (LOS) as a predictor of resource intensity.
This then becomes the benchmark and determiner of best practice.
Where costs exceed the national or state determined cost weights, the
assumption is that inefficient clinical work processes, or population
factors are present. Hospitals can respond to this through changing
clinical practices, reorganizing the production process or arguing
that their Casemix deserves special pleading. Much of the workplace
reform, including redundancies, outsourcing and contracting out, are
a result of state governments and their hospitals attempting to operate
within the Casemix model of funding in either acute hospitals, using
DRGs, or community based settings using other Casemix models,
although it is also true that for the states of Victoria and South
Australia the introduction of Casemix was accompanied by severe
budget cuts.

Diagnosis related group and the creation of a managerial class

Diagnosis related groups also provided the clinical framework for
the reorganization of professional governance in public hospitals in
Australia, as they did in the United States of America (USA) and the
UK. DRGs measure an episode of care defined by the date and hour
of admission and discharge. The original Yale system had 23 medical
diagnosis categories based on body systems, usually linked to a medical
specialty or major diagnosis category (MDC). Diagnosis Related Groups
are then further divided into several hundred surgical and medical diag-
noses and procedures, classified according to anatomy. This classifica-
tion of patients into surgical or medical categories is the rationale
behind the reorganization of hospitals away from separate medical
and nursing divisions with their own budgets, into medical and surgical
divisional directorates made up of multidisciplinary teams, often
referred to as the Johns Hopkins (USA) or Guy Hospital (UK) model of
devolved management (Willis, 2004).

Some commentators believe that the reorganization of the various
professions according to clinical rather than occupational categories
has been a strategy of incorporation of health professionals, mainly
doctors, into the state’s agenda (Harrison and Pollitt, 1994; Willis,
2004). It is also been a strategy used to consolidate quasi-markets
within the public hospitals whereby the medical and surgical divisions
become departments with their own budgets with the capacity to
purchase and provide services to other parts of the hospital or health-
care sector. On a positive note the reorganization of hospitals into clin-
ical divisions has allowed the development of separate allied health
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divisions in Australian public acute hospitals, bringing this group of
health professionals out from under direct control by medical directors
(Boyce, 1998).

Achieving workplace reform through industrial strategies

For those western countries bent on a political agenda of lower taxa-
tion and reduced government service provision, the control of labour
costs has become an important goal and a number of strategies to en-
courage health professionals to work more productively and efficiently
have been utilized. Thornley (1998) has described how the British gov-
ernment introduced a number of industrial strategies to curtail labour
costs. These included direct suppression of pay aspirations through
funding constraints, a divide and rule approach of treating the profes-
sions differently in relation to the payment of wages, and the con-
tinuous reformulation of pay determination mechanisms. A further
strategy employed in Britain was substitution by cheaper labour. This
was the creation of a new grade of staff, the personal healthcare atten-
dants whose pay was determined outside of national arrangements
(Thornley, 1998).

These labour market mechanisms do not operate independently of
the NPM strategies. Outsourcing, competitive tendering and redund-
ancies also facilitate labour market flexibility. For example, a Labour
Research Department study on the impact of competitive tendering
in the British public sector during the mid 1990s reported that the
reduction in wages and conditions was linked to outsourcing, and
resulted from an increased trend towards the use of part-time labour by
contractors (Industry Commission, 1995, p. 160).

In Australia, similar trends and patterns have emerged. The Industry
Commission (1995, p. E28) found that outsourcing could be used to
change the composition of the workforce to one where lower wages
and conditions were payable, whilst retaining the same labour input.
The extensive review of work practices that outsourcing has initiated in
government services has also been cited as a reason behind the privati-
zation policy of governments (Industry Commission, 1995, pp. E27-8).
In this instance, it is suggested that the mere threat of contracting out
in-house services can lead to improvements in efficiency and produc-
tivity (Industry Commission, 1995). In this regard, workers are spurred
by the threat of outsourcing to adopt more flexible work practices and
improve productivity to ensure that their jobs are secure, however, this
does not mean these practices are just, safe or conducive to quality
healthcare. Similarly some hospitals have sought to substitute nursing
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labour through the introduction of personal care/service attendants
and a number of states have used funding constraints and budget cuts
to alter work practices or to move to casualization and agency labour.

Governments have also used the industrial relations system itself to
achieve labour market flexibility. In Australia this has been achieved
through a move away from centralized wage determination through
compulsory conciliation and arbitration processes to locally-based or
enterprise bargaining. From 1906, and with the establishment of the
Commonwealth Court of Conciliation and Arbitration, until the mid
eighties, Australia had developed a system of industrial relations where
the processes of compulsory conciliation and arbitration were the main
features of the federal and most state jurisdictions (Fox, Howard and
Pittard, 1995, p. 474). The process was carried out by a public official
whose decision was legally enforceable and either party could enforce
arbitration on the other. Terms and conditions of employment were
formalized into legally binding industrial awards largely set by third
parties, such as federal and state industrial relations tribunals and
usually involving national or state trade union officials and employer
representatives (Fox, Howard and Pittard, 1995, p. 474). Also national
wage cases were used to establish minimum wages and conditions and
centralized wage rises.

By the 1980s the desire of successive governments for increased
competitiveness and productivity due to the impact of globalization
on the economy led to the Australian system increasingly being seen
as inflexible and rigid (Rimmer, 1995). Much of the early advocacy
for this way of thinking came from the employer groups such as the
Business Council of Australia (Macdonald, Campbell and Burgess,
2001). However, the Australian Council of Trade Unions also played a
role in advocating this view as they were having difficulty keeping all
their affiliated unions committed to centralized wage determination
(Briggs, 2001). In 1988 the Commission introduced the ‘Structural
Efficiency Principle’ which was a two-tiered approach to wage deter-
mination. While the first tier involved a straight forward wage in-
crease, the second tier depended on award restructuring in an attempt
to encourage work practice reform. There has been controversy on
the outcomes and the success of this approach (Dabscheck, 1995,
pp- 51-2).

The Federal Labor government also introduced legislation in 1988
and 1993 which broadened the powers of the AIRC to encourage and
promote the development of an enterprise bargaining system (Keenoy
and Kelly, 1996, p. 105). The Labor government and trade unions saw
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enterprise bargaining as a way of making the tribunal system more
flexible while at the same time keeping a central role for trade unions
(Keenoy and Kelly, 1996, p. 183).

The election of a Federal Liberal-National government in 1996 has-
tened the process of moving to workplace bargaining. The emphasis of
the 1996 Workplace Relations Act was away from a gradual managed
approach to decentralization, which had largely operated as an exten-
sion of existing awards and structures, to a greater shift and more
responsibility at the level of the enterprise. The legislation emphasized
bargaining at the enterprise level both collectively through the intro-
duction of certified agreements and individually through the introduc-
tion of Australian Workplace Agreements (AWAs) and excluded trade
unions from much of the process, thus attempting to weaken their
power.

The legislation also led to a process of award simplification whereby
awards are viewed as safety nets with minimum terms and conditions;
indeed awards were reduced to 19 minimum conditions (MacDermott,
1997). The Act established a new body called the Office of the Employ-
ment Advocate whose role was to approve and monitor the new indi-
vidual Australian Workplace Agreements. The role of the Australian
Industrial Relations Commission was curtailed through limiting its
powers in matters of arbitration and new bargaining arrangements
(MacDermott, 1997).

Enterprise bargaining in the health sector

Throughout this process there was discussion on the impact and suitabil-
ity of enterprise bargaining on essential services such as the public health
industry. Some argued that the emphasis on productivity achievements
was not possible in healthcare because of the difficulties of measuring
output (AHA, 1993). Others argued that workplace reform was already
taking place in the health sector in other guises, for example, through
the incentives built into Medicare and the benchmarks underpinning
DRGs (Willis, 2004).

Up until recently there was little research into enterprise bargaining
specifically in the health sector (Stanton, 2002; Willis, 2002), although.
Braithwaite (1997, p. 91) did research the industrial relations of Aus-
tralian hospitals in the early 1990s. Examining the 1991 Australian
Workplace Industrial Relations Survey followed up by case study
research he concluded that ‘the health sector’s relatively inflexible and
award bound working conditions and compensation structures need
alteration’ and that enterprise bargaining had had limited impact on
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the sector yet substantial workplace change had already taken place for
many of the reasons already outlined.

Health is a very complex industry to change industrially. The health
sector is one of the more highly unionized industrial sectors in
Australia. The Australian Bureau of Statistics figures from 1999 indicate
that trade union density in the health and community services sector
was 30.7 per cent compared to 25.7 per cent for all industries
(Australian Bureau of Statistics, 1999) and for the profession of nursing,
Stanton (2002) estimates it as high as 60-70 per cent in some large, ter-
tiary public hospitals. The health sector trade unions have resisted
strongly the decentralization of wages and conditions. As well as this,
healthcare is often a very emotive issue and decision makers can be
influenced not only by their own political objectives but also by lobby-
ing of pressure groups, including those with commercial interests,
trade unions, professional associations and consumer groups. The
Australian Medical Association and the Australian Nursing Federation
are particularly skilled at appealing directly to the public via the media
through raising the spectra of ever-increasing waiting lists, when they
are agitating for more resources. Any attempt at workplace reform in
the health sector runs the risk of an electoral backlash for a govern-
ment (Harkness, 1999).

Conclusion

The chapter has presented a more detailed account of the factors
impacting on healthcare reform as well as giving an overview of the
Australian healthcare system. In this book we argue that healthcare
reform has been achieved through a process of changes within the
health portfolio, but that this has also been accompanied by changes
in the industrial relations system, along with fundamental changes in
ideologies about citizen rights to healthcare. The original ideals of
Medicare as a universal health insurance scheme based on the prin-
ciples of social justice and equity, rather than ability to pay, have
been tempered with new ideas of economic rationalism. From this has
spurned the idea that public, especially welfare state-based services,
are inefficient and the most productive way to reform them is to
introduce market-like mechanisms. As a consequence the idea of
New Public Management became part of the reform processes of the
1990s in healthcare across Australia. Many of the strategies drew on
reforms from other Western nations. Casemix emerged out of the
United States, but politicians have also kept a close eye on the change
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processes in Britain, New Zealand and Canada. The results of this
reform process have met with mixed success. While these strategies for
the most part remain in place, federal and state governments have
moved to refine their endeavours to curtail healthcare spending
and increase productivity. Some of these newer developments are out-
lined in part 3, but they should not all be read as state-led strategies
for reform; some such as those directed towards risk-management
have the full backing of the professions. As ledema et al. note in
Chapter 11, the area of contention is over the processes, not the aim
or outcome.
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The Australian Healthcare Workforce
Stephen Duckett

Introduction

Healthcare reform and industrial change impact directly on the health
workforce in a number of ways. The structure of the workforce and the
number of people employed can often be the subject of government
action and policy change, and industrial issues are quintessentially
about payment and employment arrangements for the health work-
force. This chapter is a scene-setting chapter for the other chapters of
this book, providing information about the size and composition of
the health workforce, with particular attention to nursing, medical and
allied health personnel, as well as identifying contemporary issues
affecting those professions.

The structure and functioning of the health workforce is critical to
the structure and functioning of the health system overall. The
significance of the health workforce is also highlighted by the fact that,
as is typical of most service industries, labour costs account for a large
proportion of health costs (around 70 to 80 per cent).

Although this chapter focuses on the Australian healthcare work-
force, many of the problems and issues associated with workforce
policy are global in nature. Health professionals are increasingly
mobile, and recruitment of health professionals trained in developing
countries to work in the developed world is further impoverishing the
healthcare system of the former.

Workforce roles and educational preparation are often regulated on a
supra-national scale. For example, occupational therapy programs need
to meet standards prescribed by the World Federation of Occupational
Therapists. As with other areas of the economy, globalization is
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impacting on the shape of the current workforce and affecting plan-
ning for the future.

There are two ways of looking at the health workforce. First, in terms
of the health professions, that is, groups that have specific training
related to diagnosis and treatment of patients or consumers, and/or the
organization of healthcare delivery. The second way of looking at
the health workforce is in terms of those people who work in the
health industry, be they health professionals, other professionals
(such as accountants) or people without a professional qualification.
Table 2.1 shows information on the place of the health workforce
(using both approaches) in terms of the Australian labour market.

Table 2.1 shows that the health industry accounts for 6.72 per cent
of the employed workforce, smaller than the health share of Gross
Domestic Product. Health professionals account for 43 per cent of
employment in the health industry (other groups include managers,
cleaners, social welfare professionals, people in trades, and so on).
Nurses comprise the single largest health profession, accounting for
just over one-quarter of all health industry employment.

Many industry sectors have a role in promoting or protecting health,
for example local government, water supply authorities. However, over
90 per cent of medical practitioners and over 85 per cent of nurses are
employed in the health industry, with the remainder being employed
across a range of industries including tertiary education and the gov-
ernment sector. About two-thirds (65 per cent) of nurses are employed
in hospitals and nursing homes.

Nurses represent two-thirds of the health professional workforce
with medical practitioners being the second largest group (14 per cent
of the health workforce). The next major health professional groups
are radiographers (‘medical imaging technologists’), pharmacists, phys-
iotherapists and dentists, together accounting for a further one-ninth
(11.7 per cent) of the health workforce (Duckett, 2004).

The health workforce is predominantly female (77.4 per cent)
although the higher income professions tend to be male dominated
(79 per cent of specialist medical practitioners are male; males make up
59 per cent of generalist medical practitioners, compared with eight
per cent of registered nurses and 18 per cent of physiotherapists).
Specialist medical practitioners earn substantially more than other pro-
fessionals. The overall pattern is that groups with a larger proportion of
women tend to have lower earnings. In addition health professionals
generally have higher earnings than people in other occupations.
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The health workforce has grown substantially over the last 40 years.
The number of health professionals per head of population increased
from 6.9 per 1000 population in 1961 to 15.4 per 1000 population in
2001 (Duckett, 2004).

Table 2.1 shows that over half of all people who work in the health
industry are not health professionals but are from other professions,
such as accountants or managers, or from non-professional backgrounds,
such as cleaners and clerical workers. The proportion drawn from these
other occupations is slightly lower in hospitals and nursing homes and
in medical and dental practices than in other parts of the health sector.
The number employed and the employment relationships for these
other occupations have been the subject of significant change in the
health sector over recent years. Change in these occupations, especially
unskilled or semi-skilled, has often been a focus of drives to improve
efficiency through reductions in employment and improved productiv-
ity, or through outsourcing. Cleaning and catering services, for example,
have often not been seen as core business of hospitals. Health authorities
have attempted to reduce employment and costs through a wide range
of outsourcing strategies, ranging from outsourcing management to out-
sourcing all aspects of service provision. The support workforce has also
suffered from increased casualization as employers attempt to align job
demands more clearly with labour supply.

Issues in health workforce supply and demand

An important and regularly recurring policy issue relating to the health
workforce is the adequacy of supply to meet demand: do we have enough
doctors; are we facing a nursing shortage crisis? Increasingly, governments
are concerned with ensuring that there is an adequate supply of skilled
labour in all areas of the economy, usually implemented through educa-
tion and training policy. In Australia, government has historically been
active in health workforce issues, particularly relating to the medical work-
force, because of the government’s role as both a funder and provider in
the health sector. Health workforce policy has usually been driven by
health (rather than education and training) portfolios and policy levers
applied to influence the supply and distribution of the health workforce
have been a mix of ‘health’ and ‘education’ instruments.

There are three main committees that have been established to co-
ordinate health workforce planning in Australia:

e The Australian Health Workforce Officials Committee (AHWOC)
consists of senior staff from each of the state health authorities, and
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from the Commonwealth education and health departments. This
committee aims to provide national oversight and coordination
across all health workforce planning activities.

e The Australian Medical Workforce Advisory Committee (AMWAC) has
membership drawn from medical associations and colleges, repre-
sentatives of universities and consumers, experts (for example in health
economics), as well as nominees from state and Commonwealth
departments and agencies.

e The Australian Health Workforce Advisory Committee (AHWAC) is
responsible for providing advice on the non-medical workforce:
nursing, midwifery, and allied health. Its membership includes
representatives of the professions, universities, and bureaucratic
agencies.

All three committees report to the meeting of heads of health authori-
ties/departments (Australian Health Ministers’ Advisory Council,
AHMAC) and all are serviced by a secretariat based in Sydney.

Health workforce policy attention is directed to whether the work-
force is in balance at a state or national level as well as whether seg-
ments of the market (specialty, location) are in balance (Zurn et al.,
2004). Ensuring a balance of supply and demand in the health work-
force is difficult for a number of reasons:

¢ low mobility of health professionals means that there can be over-
supply in some areas and undersupply in others, thus reducing the
likely success of training additional professionals as a means of
redressing imbalances;

¢ long lead times for education and training of health professionals,
especially specialists; and

e long-term predictions must also take account of changes in tech-
nology in the health industry (and hence demand) and yet techno-
logical change is quite rapid, possibly invalidating even recent
predictions.

Health workforce policy is further confounded by the existence of real
costs associated with an imbalance, both in terms of undersupply and
oversupply (see Table 2.2).

Typically, health workforce policy attempts to influence supply,
viewing demand as exogenous. This is not the case, however, as
changes in broad policy settings or the labour force may in turn affect
demand for consultations with health professionals. There can also be
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Table 2.2 Costs of workforce imbalance

Costs of Undersupply Costs of Oversupply
Poor access, unmet need, Unnecessary costs incurred in education
potentially poorer outcomes sector in training workforce

Overworked and stressed workforce ~ Unnecessary services provided where
(which may make the profession/ workforce can create own demand
area unattractive and further
reduce supply)

Increased costs of alternative Workforce may not maintain skills
provision (for example travel because of insufficient consultation
costs) rate

Source: AMWAC and ATHW 1998

policies to affect demand for health consultations; for example, provid-
ing additional information to consumers may increase their ability to
self-manage a particular condition.

The starting place for health workforce planning should be the role
of the professional. Planning should be for meeting community needs
for services, with consideration then given to what professionals (and
associate professionals) are required to meet these needs. This approach
focuses attention to the possibility that needs can be met in a variety
of ways, by a variety of professionals who can provide substitute
services.

A second critical factor relates to the productivity of the professional
(and their substitutes). Planning for workforce supply needs to be pre-
ceded by clarifying decisions, assumptions and policies about roles and
expected productivity.

Figure 2.1 summarizes the key flows that affect the size of the health
workforce.

The key inflows are new graduates, internationally trained health
professionals, and people returning to the workforce. Major outflows
are retirement and death, and other exits including emigration. A key
focus of policy attention is the flow of new graduates into the health
workforce. Here, there are three major factors:

e the number of entrants into educational programs, that is, the size
of the intakes into university and other training programs;

e the proportion of intakes who graduate (flow A) and who then enter
the workforce. The dropout rate from universities in the higher
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status health professions (such as medicine or physiotherapy) is
quite low but there is significant dropout from other professions,
such as nursing; and

e the number of graduates who eventually enter the workforce.

Most graduates of health professional programs enter the workforce
immediately after graduation (around 90 per cent of 1996 graduates
(Johnson, 1997)). However, that leaves a significant number who do
not immediately enter the workforce because of an interest in further
training (in postgraduate programs, including research programs), who
defer entry into the Australian workforce to travel, or who decide that,
having obtained a professional qualification, they do not propose to
enter that profession.

A second major flow relates to the number of internationally trained
health professionals who enter the workforce. Given the long lead times
involved in adjusting workforce supply by increasing student intakes,
the flow of internationally trained workers is critical to workforce plan-
ning (Walker and Maynard, 2003). Australia is a relatively attractive
country for internationally trained health professionals and a significant
number of professionals seek to migrate to this country. Australian
immigration rules tend to discourage migration from professional groups
seen to be in oversupply through allocation of priorities for migration
work permits. A further barrier to immigration comes from the processes
for recognition of education or experience (Kunz, 1975).

Decisions about standards of entry into the professions are contro-
versial. The health professions themselves often have an economic
incentive to reduce competition in the marketplace, and hence may
place tight restrictions on entry of overseas graduates. This situation
has also applied where the Commonwealth government has attempted
to reduce the supply of overseas medical graduates in order to reduce
pressure on its expenditure under the Medicare Benefits Scheme. The
flow of internationally trained professionals into the workforce can be
a significant reason for growth in workforce supply. The economic
incentive to reduce competition is often argued by the professions on
the grounds of the need to maintain ‘standards’.

The effect on overseas-trained health professionals who cannot
obtain registration to practise in Australia can be quite traumatic
(Kunz, 1975; Kidd and Braun, 1992). In some professions, inter-
nationally trained professionals may be restricted to practise in rural
and remote areas in order to address the perceived shortages of
professionals in those areas.
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The health workforce is obviously reduced by retirements and
deaths. Although there is no requirement for persons to retire at a par-
ticular age, there is a tendency for most health professionals to retire
between 60 and 65 years of age, with some reducing their practice
involvement on a graduated basis starting some years earlier. This is
especially the case for those professionals whose work requires a high
level of physical activity or manual dexterity.

Professionals might also leave the health workforce (either temporar-
ily or permanently) for a host of other reasons including overseas
travel, child rearing, pursuing other opportunities, and so on (flow D
in Figure 2.1). This flow is particularly influenced by the broader eco-
nomic situation, including the relative attractiveness of working in the
health professions (relative wages and conditions). Those health pro-
fessions that have a higher proportion of females are particularly
affected by temporary and permanent exits from the workforce associ-
ated with family formation (Kanagarajah et al., 1996).

Depending on the length of time absent from the workforce, the
professional may need to undergo retraining prior to re-entry. Again,
the flow back into the health workforce (flow E) of those who tem-
porarily exit is affected by opportunities within the workforce for
retraining, support arrangements such as child care, and flexible work
arrangements which make return to employment easier. It is also
affected by the general economic situation, including relative wages
and employment prospects in the health sector versus other sectors,
by employment opportunities for spouses, and by broad societal
trends such as attitudes to women’s employment.

The health workforce for any profession is highly segmented in
terms of both location at state level (persons who trained in one state
tend to work in that state) and also within state in terms of metropoli-
tan, rural, and remote practice. There are different market conditions
applying in metropolitan and rural areas, both in terms of the nature
of the profession and also the remuneration.

As indicated earlier, many of the professions now involve specializa-
tion in a particular skill area and this further segments the workforce.
The effect of this segmentation is that workforce planning normally
needs to be undertaken at a specialty level (for the example of specialist
physicians, see Dent and Goulston, 1999).

Identifying whether there are shortages or surpluses of a particular
profession requires analysis of both workforce supply and demand.
As indicated above, there can be interactions between supply and
demand; for example, if there is a severe workforce shortage, this may
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create queues and waiting lists which in turn may reduce demand.
Table 2.3 shows several options for addressing an imbalance between
workforce supply and demand, focussing on the effects of shortages.

For ease of presentation Table 2.3 has been structured in terms of
addressing a workforce shortage; addressing a workforce oversupply
involves symmetrical strategies. Each of the strategies in the table
needs to be assessed in terms of the general criteria for assessing health
systems: efficiency, equity, quality, and acceptability. In terms of
equity, the co-payment strategies, for example, will have an adverse
effect on equity; other strategies may have adverse effects on accept-
ability (for example, encourage self-management of care needs) or
efficiency. The strategies also need to be assessed in terms of their cost-
effectiveness and whether they will establish precedents that would
result in increased expenditure for professions or specializations that
are not subject to a workforce imbalance.

Table 2.3 Options for addressing workforce imbalances (shortage)

Demand Side Supply Side
Price Increase/introduce consumer Increase relative wages/fees for
co-payments health professionals

Increase/introduce recruitment/
retention bonuses (flows D
and E)

Introduce retraining incentives to
reskill professionals to skill area
of short supply

Introduce mobility incentives to
encourage relocation of profes-
sionals to geographic area of

short supply
Volume  Encourage use of substitute Increase educational intakes

professionals (flow A)

Encourage self-management of Reduce program dropouts
care needs through Increase flow of internationally
information provision or trained professionals into the
other strategies workforce (flow C)

Support informal carers Facilitate re-entry (flow E)

Reduce demand through through retraining programs,
changing consumer job redesign
expectations Increase use of technology to

expand available provision
(for example e-health)
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The nursing workforce

In 2001 there were 268,873 nurses in Australia, 80 per cent of whom
were registered nurses. Nursing represents the largest component of the
health professional workforce. The most recent source of nursing work-
force data (Australian Institute of Health and Welfare (AIHW), 2003a)
provides a range of data on nurses and most of the data in this section
are taken from that publication. Updates of nursing labour force data
are available on the AIHW web site (www.aihw.gov.au).

Figure 2.2 shows that in Australia in 1999, there was an average
of around 1200 nurses per 100,000 population. There is about a 15 per
cent variation in the number of nurses per 100,000 population
between the highest provision state (Victoria, 1297; the AIHW views
the Northern Territory data as being less reliable than the other states
and territories) and the lowest provision state (New South Wales,
1093). Despite increased demand for hospital and other healthcare ser-
vices, the number of nurses per capita has declined about four per cent
over the period 1993 to 1999, with larger declines in some states (for
example Tasmania, 12 per cent).

A review of nursing education in Australian universities in 1994
(Commonwealth Department of Human Services and Health, 1994)
identified a range of policy issues affecting the nursing workforce
including issues of labour force planning, career pathways, and educa-
tional preparation. In its report, the review made a large number of
recommendations for change and development that received little
policy attention. National policy interest in nursing was reawakened in
2001 with two inquiries being established, one by the Senate (Senate
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Figure 2.2 Australia: trends in nurses per 100,000 population, by state or
territory, 1993-99
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Community Affairs References Committee, 2002) and one by the
Commonwealth government (National Review of Nursing Education,
2002). In addition there had been a number of state-based reviews of
nursing (see listing in Senate Community Affairs References Com-
mittee, 2002, p. 3). Both national reviews recognized there were sign-
ificant problems in workforce planning for the nursing profession. The
2002 National Review, for example, highlighted:

¢ the lack of long-term planning for the health workforce and nursing
specifically; and

¢ the fragmentation of responsibilities for different aspects of nursing
and nursing education combined with the different contexts in
which nurses work (p. 107).

Fragmentation of responsibility means that there are four parties who
need to be involved in addressing issues relating to the nursing work-
force: universities that make decisions about intakes and curriculum
design and development (which affect retention in courses); health
agencies that have responsibility for employment practices (which
affect retention); states and territories that make decisions about award
pay and conditions; and the Commonwealth government which funds
universities and regulates migration intakes. Unfortunately there are
no structures that bring these parties together to ensure a coherent and
combined response to nursing workforce issues.

Both recent reviews of nursing identified critical shortages of nurses
(see pp. 14-17 and 48-52 of the Senate report and pp. 188-9 of the
2002 National Review). The extent of the shortage of general nurses
has been estimated at 40,000 by 2010 (see National Review, 2002,
p- 188). Shortages of nurses are also reported in the USA (for example
see Coile, 2002; Sochalski, 2002) and in other countries. Given the
international migration of nurses, recruitment of Australian nurses to
work overseas might exacerbate the forecast shortage. Although the
response to a shortage of the magnitude forecast must include provi-
sion of additional nursing places in universities, restructure of the
workplace and changing demand patterns for nurses must also be
considered.

A major issue for nursing workforce policy in the medium term
therefore relates to the role of the professional (registered) nurse.
Without clarification of the role of the nurse, there cannot be clarity
about how many nurses are needed in the workforce, and educational
institutions will find it difficult to make coordinated decisions about
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design of curricula and appropriate number of nurses that ought to be
enrolled in nursing education programs.

The role of the nurse is the subject of a number of pressures, posing
both threats and opportunities to the profession. In the first instance,
the educational preparation of all nurses is improving, associated with
the move to university-based education and the continuing refinement
of university curricula. This broader educational preparation of nurses
provides a foundation for nurses to undertake more complex roles and
tasks. Failure to provide challenges in the workplace may lead to dissat-
isfaction among nurses with contemporary levels of educational prepa-
ration and affect retention. Further, as the postgraduate preparation of
nurses is also now largely university-based, this provides further oppor-
tunities for developing highly skilled nurses. There is now a developing
literature about the potential for nurses to undertake roles that were
previously the sole preserve of doctors, with some studies suggesting
that up to 30 per cent of the work of doctors could be undertaken
by nurses (Richardson and Maynard, 1995; Sakr et al., 1999; see also
Sergison et al., 1999 for a comprehensive bibliography on skill mix in
primary care). Whether this substitution is cost-effective depends not
only on the relative pay rates of nurses and doctors but also the relative
time taken to complete the tasks.

New South Wales was the first state to consider the potential for
nurses taking broader roles through a series of pilot programs under
the general rubric of ‘nurse practitioner’. This is an unfortunate term as
it is poorly defined. The New South Wales nurse practitioner pilot pro-
grams initially focused on practice in rural and remote areas where
there is said to be a shortage of medical practitioners. Developing the
nurse practitioner model in the other states has not been limited to
rural and remote practice (Offredy, 2000).

Nurses can substitute for general practitioners in many primary care
tasks, for junior doctors in intensive care units, and can undertake
high level triage functions in hospital emergency departments.
Midwives also play a significant role in maternity care. In Australia,
most experience in substitution has occurred in areas that are rela-
tively unattractive to medical practitioners (for example rural areas,
aged care, services for Aboriginal people and Torres Strait Islanders)
and hence substitution strategies have not caused conflict with the
medical profession.

The Australian experience with nurses substituting for the work of
general practitioners is relatively recent. In contrast, there is an exten-
sive experience in the United States of nurses and other professionals
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(especially ‘physicians’ assistants’) substituting for the work of medical
practitioners (Reinhardt, 1975; Reinhardt and Smith, 1974). The pay-
ment arrangements for medical practice in the United States has facil-
itated the emergence of physicians’ assistants and nurse practitioners
who have contributed to significant increases in physicians’ productiv-
ity over many decades (Sloan, 1974). In some circumstances these pro-
fessionals have been able to establish independent practice providing
primary care.

The basis for independent nursing practice is a sound educational
base to make diagnosis and treatment judgments. Opportunities for
substitution would be substantially greater if nurses had independent
prescribing rights (for either a limited range of drugs, or according to
specific protocols). The extent to which nurses should have indepen-
dent prescribing and practice rights is thus a critical issue for determin-
ing the future role of the nurse. It is also likely to be a contentious one,
attracting opposition from the medical profession, as did the transfer
of nursing education to universities in the 1980s (Hazelton, 1990).

The economic viability of substitution and enhanced nursing roles
must also take account of the effects on treatment thresholds. If
nurses become the first point of contact with the healthcare system,
this may change the perception of consumers about whether or not
they should initiate a health consultation. Conditions that might
have previously been self-managed may, in the new environment,
lead to a professional consultation, with consequent increases in the
volume of consultations and total costs.

Policies on substitution should also involve consideration of whether
all the tasks currently undertaken by professional nurses should con-
tinue to be undertaken by those nurses, or whether they can be dele-
gated to other personnel, either associate professionals (enrolled nurses)
or persons with shorter, more generic training.

Finally, resolution of legal, economic, and organizational issues relat-
ing to broader nursing roles will not necessarily mean that implemen-
tation of the new roles is easy. Opposition to broader roles may well
derive from ideological/value differences or opposition to a perceived
market competitor. Broader roles for nurses may eventually lead to
increased power for nurses in policy debates, to the detriment of those,
especially the medical profession, who occupy that policy space at
present.

Responsibility for initial preparation of nurses rests with the uni-
versities, loosely coordinated by the Commonwealth government.
Each university makes an independent decision about course design,
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postgraduate course offerings, and so on, although the changes to
university accountability arrangements following the Nelson review
have reduced university flexibility to vary enrolment levels (Duckett,
2003). University decisions have critical consequences for the health
and community service sectors in terms of the numbers of entering
registered nurses, and yet there are no mechanisms at national level
and few mechanisms at state level to ensure that these decisions have
a positive impact on future workforce requirements. The need for
national coordination in this area is self-evident but sadly lacking.

Unless issues of the appropriate role and composition of the nurs-
ing workforce can be resolved, nurse workforce planning cannot be
undertaken in any meaningful way.

Medical workforce

The medical workforce accounts for about 13 per cent of the entire
health workforce. The most recent source of data on the medical work-
force is for 2000 (ATHW, 2003b). Figure 2.3 summarizes the overall
medical workforce situation.

There are approximately 50,000 individual medical practitioners
working in Australia. There are approximately 62,000 medical practi-
tioners on state and territory registers, but this includes multiple state
registrations as well as medical practitioners currently working over-
seas. Of the individual practitioners registered, 94 per cent are in the
medical workforce, most of these being clinicians (90 per cent).

The clinical workforce is divided into primary care practitioners
(about 45 per cent of the medical workforce), hospital-based non-
specialists (11 per cent), specialists (34 per cent), and specialists in
training (11 per cent). The proportion of women in each of these areas
differs remarkably, with 32 per cent of primary care practitioners being
female compared with 14 per cent of specialists. It is interesting to note
that there are a larger proportion of female specialists in training rela-
tive to the female specialist workforce, which may suggest that, over
time, the proportion of women in the specialist workforce will increase
to that found in the primary care practitioner workforce, subject to
similar attrition patterns.

The female proportion of medical graduates increased from 40 per
cent in 1988 to 47 per cent in 1994 and has stabilized since then.
Females therefore comprise a significantly higher proportion of
entrants into the medical workforce as a whole than they do of the
current medical workforce. Females have a different work pattern from
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Registered medical practitioners at
December 2000
64,203
(56,115 individuals working in Australia)

In medical labour Not in employed
force medical labour force
51,748 4367
Clinicians
© 46,619 Ao
® 27% female

® 4.5% growth 1995-2000

Primary care practitioners
® 20,815

® 31.6% female

® 4.4% growth 1995-2000

Age (1999 data)
®22%, <35 Hospital non-specialists
©29%, 35—44 5052
® 25%, 45-54 ©42.0% female
® 15%, 55-64 ©0.5% growth 1995-2000
®7%, 65-74
[ ] 2%, 75+
Specialists
® 15,684

® 14.0% female
¢ 0.5% growth 1995-2000

Specialists in training
®5068

©31.6% female

® 18.6% growth 1995-2000

Figure 2.3 The Australian medical workforce, 2000
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males, with a lower proportion of the female workforce working
full-time (AIHW, 2003).

‘Feminization’ of the medical workforce therefore results in fewer
effective full-time medical practitioners being available. Although the
proportion of female medical practitioners working full-time may
increase as family-friendly workplace policies are introduced, the rela-
tive proportion of female practitioners in the workforce will remain a
significant variable to be taken into account in workforce planning (for
comprehensive reviews of this issue see AMWAC and AIHW, 1996 and
1998).

The clinician workforce has grown by about 4.5 per cent over the
period 1995-2000, but with almost no growth occurring in the special-
ist workforce (that is, those working in specialty (or sub-specialty) areas
of medicine such as surgery, radiology, cardiology). It is interesting to
note that the number of specialists in training is growing rapidly. This
suggests that as the trainees graduate, the specialist growth rate will
begin to increase. The rapid growth in specialists in training may be
driven by 1996 government policy to limit access to Medicare provider
numbers - the right to bill Medicare, Australia’s national health
insurer, for service provided - to specialists and general practitioners
with advanced training (or equivalent).

A rapidly growing component of the clinician workforce is hospital-
based medical practitioners who do not have specialty recognition.
This growth is a result of specific policies to change the composition of
the workforce in hospitals by using career medical officers to undertake
work previously undertaken by specialists in training or junior doctors
(Mason et al., 1993; van Konkelenberg and McAlindon, 1993). Use of
career medical officers reduces the overtime hours of trainees and also
provides experienced personnel in a range of specialty areas, albeit
without specialist qualifications.

Figure 2.4 shows trends in general practitioner: population ratios in
urban and rural areas in Australia. Over the 15-year period 1984-5 to
2000, there has been a 66 per cent increase in the number of general
practitioners per capita. Rates of growth were fairly evenly distributed
across all geographic classifications, although there were particularly
high rates of growth in remote areas where the provision doubled on a
per capita basis. The pattern of lower provision in smaller rural com-
munities relative to larger rural centres is consistent with a previous
study (Richardson et al., 1991) that found that the likelihood of
general practitioner presence increased with town size and a threshold
effect for presence of other medical specialists. Brasure et al. (1999), in
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a US study, found a similar threshold effect, and noted that the popu-
lation increment needed to attract a second medical practitioner was
less than required to attract the first. There has been a significant
increase in general practitioner provision in both metropolitan and
rural areas, with a higher ratio in capital cities relative to rural and
remote areas. What is remarkable about this is that, although there is
a perception of under provision of general practitioners in rural areas,
and a significant focus of policy attention on access in rural and
remote areas (Humphreys et al., 1997) and factors affecting medical
practitioners choosing rural practice (Laven et al., 2003), the contem-
porary level of rural access is above the metropolitan level in 1984-5.
As Figure 2.4 shows, the general practitioner: population ratio has
increased over the period 1984-5 to 2000.

Contemporary issues in medical workforce planning

Policy on the development and management of the medical workforce
has changed dramatically since the 1970s. There have been a series
of government reports and budget decisions which have resulted in a
complete reversal of policy over this period from recommending
expansion of the medical workforce, to contraction, to expansion
again (see Table 2.4).

Development of policies on the medical workforce is confounded by
two conflicting objectives of government. On the one hand, govern-
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Table 2.4 Medical workforce policy recommendations

Report Year Direction Key Recommendations
and/or Budget

Karmel Report Expansion  Increase graduates by about 300 per annum
1973 New medical schools at:

University of Newcastle

James Cook University in north Queensland

Doherty Report Stable No need for reduction in medical school
1988 intakes but review in five years
New graduates expected to be around 1160
in early 1990s and this is adequate

Federal Contraction Aim to reduce medical school intakes from
Government around 1200 to around 1000 per annum
Budget 1995

Federal Expansion  Funded expansion of medical school
Government intakes of 100 per annum, targeted at
Budget 2000 rural students

Federal Expansion  An additional 234 medical school places, to
Government be filled by students ‘bonded’ to work in
Budget 2003 rural areas

New medical schools at:

Notre Dame University in Western Australia

Griffith University on the Gold Coast in
Queensland

Australian National University (announced
March 2001)

Medicare Expansion 12 additional medical school places at James
Plus/Federal Cook University

Government New Medical Schools at University of
Budget 2004/ Western Sydney (subject to State funds
Federal pre-election matching); Notre Dame University in
commitments 2004 Sydney and University of Wollongong

ment, through Medicare, is the major funder of medical services in
Australia. Viewed from that perspective, government objectives are asso-
ciated with minimizing growth in medical expenditure. On the other
hand, government also has objectives about ensuring adequate access to
medical services as part of its health policies. During the mid to late
1990s, government pursued two strategies with respect to restraining
expenditure. The first, implemented by the Labor Federal government
in 1995, was an attempt to reduce the number of medical graduates pro-
duced in the country by limiting intakes into medical schools (flow A in
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Figure 2.1). Although some temporary reductions were achieved and
there was some redistribution of intakes from South Australia to the
Northern Territory, this strategy failed to effect any long-term reduction
in medical school intakes. The second strategy, implemented by the
1996 Liberal-National Federal government, separated medical registra-
tion from entitlement to bill Medicare for medical services. The govern-
ment introduced a policy of restricting new Medicare provider numbers
to people who had achieved specialist, including the College of General
Practitioners, recognition. Simultaneously, the government also intro-
duced steps to address the perceived relative shortage of services for
medical services in rural Australia.

A critical issue in medical workforce planning relates to the future
role and place of the medical profession. There can be considerable
overlap in the role of nursing and medical practitioners in primary
care and in major hospitals (see also Dowling et al., 1995). Nurses,
especially if granted limited prescribing rights, can undertake many
of the contemporary functions of medical practitioners in primary
care without any reduction in quality of care (Sergison et al., 1999).
Given the difficulty of attracting medical practitioners to rural areas,
a nurse-led strategy would seem to form a key part of addressing rural
medical workforce shortages. Similar strategies could also be applied
in metropolitan areas.

There are also potential overlaps in some areas of the specialist work-
force. For example, in the USA, nurse anaesthetists play a significant
role in the provision of anaesthetic services, complementing and substi-
tuting for medically qualified anaesthetists. In the USA and the United
Kingdom, podiatric surgeons undertake some orthopaedic surgery
which in Australia tends to be the preserve of orthopaedic surgeons.
These issues of substitution and role clarification are going to become
increasingly important as the cost of educating nurses, podiatrists, and
others is substantially less than educating general practitioners, and the
average earnings of these groups are lower than for the general practi-
tioners or specialists for which they substitute. It would appear cost-
effective for there to be wider use of alternative personnel in provision
of healthcare, subject to ensuring that the time taken to perform similar
tasks is around the same and that the quality of care is not affected. In
the long run, however, wage creep might change the salary relativities.
Identifying what is the unique role of medical practitioners then
becomes an important issue for policy.

Workforce supply is determined by multiplying two variables: the
number of professionals and the hours each professional works.
The increase in feminization of the medical workforce will impact on
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the average hours worked of medical personnel and hence will reduce
the effective supply. The extent to which a given level of workforce
supply can meet demand is affected by a further variable: the con-
sultation rate per professional per hour. This latter variable is particu-
larly amenable to short-term change through financial incentives to
change the average length of consultation, and by improving efficiency
through better organization of a practice. For example, increased pro-
ductivity in medical practice could be achieved by consolidating
medical practices into larger practice groups and using auxiliary per-
sonnel. This may also have benefits in terms of increasing quality by
improving patient access to practitioners with a different set of skills in
the health team (such as nurses or physiotherapists). Policy change on
length of consultation time is quite complex, as very short consulta-
tion times are often perceived to be associated with poorer quality care.
Workforce policy thus needs to be clear with respect to the trade-offs it
is trying to achieve.

As already discussed, the medical workforce is segmented both by a
series of specialties and by location. Medical workforce policy needs to
be quite sophisticated to ensure that relative shortages in labour market
segments are addressed without creating excess supply in other seg-
ments of the market. This suggests that financial incentives, when used,
need to be carefully targeted. Workforce segmentation also highlights
the importance of training (and retraining) programs.

Globalization of the international economy will also have an
impact on the medical workforce, with pathology and radiology ser-
vices probably the first to be affected with the dissemination of tech-
nology for the digital transmission of views of specimens and medical
images. This will mean that a specialist pathologist or radiologist,
located remotely from the patient, will be able to provide a report on
the examination. Internationalization of the ownership structure of
pathology and radiology practices is already occurring.

Policy on ‘e-health’ has typically focused on the potential to improve
services in remote Australia by telecommunication connection to met-
ropolitan areas. However, there is no technological reason why the
communication cannot be to a pathologist or radiologist in another
country. The extent to which this occurs will in part depend on
financial incentives (Medicare may not pay for these services), and
legal constraints (Is the pathologist or radiologist providing a medical
service in Australia? Are they registered? Do they need to be registered
for this purpose? Can another doctor rely on a pathology or radiology
reported by a practitioner who may not be registered in Australia? Who
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is legally liable for negligence and how is that enforced?). Nevertheless,
inevitably there will be increased emphasis on e-health that will have
an impact on labour force requirements.

Other health professionals

About one-fifth of the health professional workforce consists of people
trained in a wide variety of professions including pharmacists, dentists,
chiropractors, therapists (for example, physiotherapists, occupational
therapists, speech pathologists), and non-medical professionals trained
to assist in diagnostic techniques (for example, medical imaging tech-
nologists). Some of these groups are able to diagnose and treat patients
independently (dentists, podiatrists, chiropractors). Others may not
have direct interactions with patients (for example, health information
managers and those supporting diagnostic modalities). These health
professionals are involved in a range of employment locations. Unlike
nursing staff, the vast majority of whom are employed in hospitals,
only a minority of these other health professionals (around 20 per cent)
are employed in institutional locations with the majority employed in
non-institutional settings, including private practice.

The AIHW collects and publishes data on a number of the allied
health professions including physiotherapists (AIHW, 2001b), podia-
trists (AIHW, 2002), optometrists (AIHW, 2000), pharmacists (AIHW,
2003c¢), and, for selected states, occupational therapists (AIHW, 2001a).
It's Dental Statistics and Research Unit publishes data on dentists
(Brennan and Spencer, 2002). Figure 2.5 shows the number of allied
health personnel per 100,000 population derived from these publica-
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tions. (Note: data were not available for occupational therapists in
some states)

Obviously, the professions are not of equal size: there are about
11,000 physiotherapists in employment in Australia (60 per 100,000
population), compared with only 2800 optometrists (15 per 100,000)
and 2000 podiatrists (11 per 100,000). There is also significant varia-
tion in provision across states in all professions, with close to twofold
variations occurring in provision in occupational therapy (Western
Australia at 43 per 100,000 versus Queensland at 22.2), podiatry (South
Australia at 16.4 versus Queensland at 7.0), and dentistry (Tasmania at
25.2 versus South Australia at 49.7). This variation cannot be explained
by demographic characteristics and ‘need’ for services (for example,
differences in the age profile of the population). The variation can in
part be explained by availability to education programs (for example,
there is no dental school in Tasmania). Most of these professions are
growing rapidly. For example, in 1999 128 students completed podia-
try programs in Australia, a ratio of about one for every 16 employed
podiatrists. In contrast, in medicine the graduating to employed ratio
is 1:40.

Although the Medicare Benefits Schedule is principally focused on
rebates for the work of medical practitioners, it includes a number
of items that do not require the direct personal provision by the
medical practitioner. These items can be rendered ‘on behalf of’ a
medical practitioner where another professional, either employed by
the medical practitioner or ‘acting under the supervision of the
medical practitioner’, renders the service. In either case the service
must be billed in the name of the medical practitioner who accepts
full responsibility for the service. Typically, where the other health
professional is not directly employed by the medical practitioner,
there would need to be quality assurance processes for data acquisi-
tion and the medical practitioner would sign off on the report, pre-
sumably after analyzing the data reported by the other health
professional. The most widespread use of billing for services not
‘personally provided’ is in the provision of pathology services but it
also applies in a range of other areas such as radiation oncology where
imaging technologists administer the treatment, audiology, and
orthoptics. The MBS also provides for a subsidy for dental services, but
only in the area of oral surgery.

The Medicare Plus implemented from February 2004, introduced
Commonwealth reimbursement for the work of nurses and allied
health professionals for the first time. These changes provide rebates
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for the work of allied health professionals which is provided under a
multi-disciplinary care plan developed in conjunction with a GP, for
services billed in the name of the GP. The level of the rebate is
significantly lower than contemporary prevailing fees, but nevertheless
it marks a significant change in Commonwealth policy in this area.
Data on the take-up of the rebate was not available at the time of
writing this chapter (August 2004).

Challenges facing health professionals

The working environment for other health professionals in the public
sector has been significantly affected by the financial squeeze in that
area (Ferguson, 1998). The non-medical, non-nursing health profes-
sionals have been traditionally relatively weak in hospital power struc-
tures as they do not have the status and role in attracting and treating
patients directly as medical practitioners do, nor the numerical domi-
nance of nurses. As a result, these health professionals have felt ex-
cluded from the decision-making processes of hospitals. The strategy of
the mid to late 1980s to counteract this was the creation of ‘allied
health divisions’, to parallel similar structures for the medical profes-
sion, and the creation of senior allied health leadership positions in
hospitals to head the division. However, these leadership positions
were often removed with the funding reductions of the mid to late
1990s (Boyce, 2001).

The increased use of Casemix funding in hospitals has called into
question the contribution of the health professions to the treatment
process. The evidence about the extent to which therapy services con-
tribute to improved outcomes or improved efficiency is somewhat
mixed (Liang et al., 1987; Haas, 1993; Cherkin et al., 1998). This may in
part be due to the fact that most of these professions were relative late-
comers to university education and so do not have a long tradition of
research to determine their effectiveness. This is changing, and for the
last decade all of these professions have been educated in university
settings and there has been a parallel development of research into
these areas.

Although many of the professions are educated in faculties with a
multidisciplinary focus, only a small proportion of the undergraduate
curriculum is designed to foster the teamwork necessary in these pro-
fessions post-graduation. As a result there is some disjunction between
the expectations of therapists on graduation and the nature of the
work that is undertaken. This means that, as with medicine, people
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graduating in other health professions require consolidation of
their professional training through a formal (or informal) internship
arrangement. Unfortunately, the funding reductions in the hospital
sector have tended to reduce these learning opportunities.

The increased use of multidisciplinary care plans (Tallis and Balla,
1995; Wang et al., 1997) which systematized the treatment and care
processes in hospitals has provided increased opportunities for the
various health professions to articulate and demonstrate the contribu-
tions they can make to improving outcomes or increasing efficiency in
hospitals. Although care plans cover a minority of the care provided
in hospitals, they at least provide a framework of ensuring that the role
of all the health professions is clearly recognized.

As relative latecomers to university-based education, the non-medical
professions do not have as strong a research base as the medical profes-
sion, nor do the university-based health professional schools have the
generous funding that medical schools have been able to garner.
However, university-based education and the development of clinical
academics in the non-medical professions means that the scientific base
of these professions is increasing, as is their visibility in the workplace
and in policy formation. In the long term, these changes may begin to
address some of the power imbalances in the health sector and provide a
sounder basis for more equitable teamwork in healthcare. This will be to
the long-term benefit of patients and other consumers.

Conclusion

The health sector is at a critical juncture, requiring a major rethink of
the way its workforce is organized. Significant shortages are foreshad-
owed in nursing, the largest of the health professions. Changes in the
organization of medical work in hospitals, and the reduction in
average hours worked of medical practitioners, also presage further
workforce change. The health workforce is an input into provision of
health services and therefore health workforce planning should not
simply be concerned with planning the numbers required in each pro-
fession but rather should focus on planning the provision of profes-
sionals with the mix of skills necessary to ensure adequate provision of
services. Further, expanding intakes into health professional courses
will not be sufficient to meet the emerging needs. New roles and new
patterns of working will be required. At present the health sector does
not have the right structures to facilitate a rethink of workforce roles,
let alone implement them.
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Workforce redesign is complex. It can involve four types of changes:

¢ moving a task up or down a traditional uni-disciplinary ladder (for
example, senior medical staff doing work previously done by junior
staff);

¢ expanding the breadth of a job (for example, rehabilitation practi-
tioner working across traditionally determined boundaries);

¢ increasing the depth of a job (for example, nurse practitioners); and

e creating new roles formed by combining tasks in a new way
(National Health Service [NHS] Modernization Agency, 2003).

Workforce substitution may involve conflict between the health pro-
fessions. The interests of the professions are not coincident because
substitution affects the professions differentially. Nursing staff may
substitute for medical staff in rural communities; similarly, substitution
can also occur in major teaching hospitals where nursing staff could
appropriately substitute for some medical staff in intensive care units,
cancer treatment, emergency departments, and patient admissions. In
some states, hospital funding design militates against such substitu-
tion, for example by providing a significant subsidy for employing hos-
pital-based registrars. There are similar possibilities for substitution of
allied health for nursing staff (and vice versa) and other non-medical
disciplines for medical practitioners (Brooks, 2003). Workforce substi-
tution will initially be facilitated by specifying protocols for per-
formance of the new roles outside traditional professional boundaries.
Protocol-based care might improve quality of care by ensuring a
sounder evidence base for provision.

The health professions themselves are also facing a range of prob-
lems. Some of the problems being faced by the professions are similar:
during the 1990s all hospital-based staff have been subject to reduced
funding and organizational restructuring. The reduced funding has
often been associated with increased accountability through Casemix
funding and calls for a greater emphasis on evidence-based practice.

The political environment in the institutional sector means that the
professions have not been equally affected by these changes. Medical
staff have traditionally had greater power in the sector and, although
they have not escaped unscathed, their power has ensured that the
medical profession has not been challenged to the same extent as
the two other main groups of professionals — nurses and ‘allied health
staff’. The impact on these two other groups has principally come
through reduction in the number of staff and increased intensity of the
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workplace (reduced staffing per patient and increased acuity or com-
plexity of patients). These changes are often short-sighted because of
the role of professions such as occupational therapy and social work in
facilitating discharge. Indeed, expansion of these services may be a
cost-effective use of institutional funds.

Workforce policies, as in other areas of health policy, should be
informed by research and evidence. However, the track record of health
workforce planning studies in getting projections ‘right’ is not good
(Walker and Maynard, 2003). Although there have been methodological
improvements in workforce studies in recent years (Antonazzo et al.,
2003), workforce planning in Australia and many other countries is still
weak. Bloor and Maynard (2003) present this damning indictment:

The basis of current physician workforce planning is incomplete and
mechanistic, using fixed ratio relationships that have no empirical
validity.

They argued this situation has continued because of a combination
of the ignorance of policy makers ... and the failure of economists
and other researchers to convince policy makers that different
methods may be productive.

There is an urgent need to address workforce issues. Creative policy
development, underpinned by sound evidence and research, is clearly
long overdue. Although health professionals take between four and
six years to enter the workforce, change to employment patterns and
roles could occur rapidly. Hopefully, the health workforce of 2020
might thus be quite different from that which new graduates entered a
decade earlier.
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The Structure of Bargaining in Public
Hospitals in Three Australian States
Mark Bray, Pauline Stanton, Nadine White and Eileen Willis

Introduction

This chapter concerns employment relations in the public hospitals of
New South Wales, Victoria and South Australia. The main aim of the
chapter is to describe and then compare trends in the structure of bar-
gaining in the public hospitals of three Australian states; the ‘structure
of bargaining’ being defined as ‘the institutionalized arrangements
by which employers and employees determine the terms and condi-
tions of the employment relationship’ (Bray and Waring, 1998). In this
context, the focus is mostly on union-management relations and
collective bargaining, but at the same time there is a broader subject
because these collective forms of regulation in which employees are
represented by unions operate alongside individual bargaining, man-
agerial prerogative and state regulation to determine the conditions of
employment of public hospital workers.

Different types of bargaining structures are generally distinguished
by a number of ‘dimensions’. Although they vary slightly among
authors, there are generally five such dimensions that are utilized to
categorize bargaining structures:

e The level of bargaining refers to the location of bargaining in terms of
production units within the economy and corresponds to the degree
of centralization of bargaining.

e The bargaining agent is the representative body, either organization
or individual, that engages in bargaining on behalf of employers or
employees.

e The scope of bargaining describes the issues that are being bargained
and thereby addressed in the resulting agreements.
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e The status of bargaining relates to the legal standing of procedures
and outcomes of the bargaining process.

e The coverage of bargaining is the proportion of the determined work-
force whose terms and conditions of employment are established by
the bargaining process (Bray and Waring, 1998, pp. 62-3).

These dimensions underlie the analysis of bargaining in the public hos-
pitals that is presented in this chapter, but they are not applied rigidly
or mechanistically. Rather, they provide a valuable reminder that bar-
gaining structures are complex and encompass many issues beyond the
centralization or decentralization of wage bargaining.

Each of the three state-specific accounts is presented separately in
section two of the chapter. Section three compares the three stories
and speculates on the factors that might explain the similarities and
differences and briefly draws together the main themes.

To anticipate these themes, the picture that broadly emerges is that
the three public hospital sectors have generally not experienced the
rapid and savage changes in bargaining structures, and employment
relations generally, that have been seen in other Australian industries.
Union membership has remained high across most occupations and
the extensive coverage of bargaining has been consistent; the tribunals
have retained a presence; and despite flirtations with more decentral-
ized bargaining, each of the three states has largely stuck with central-
ized bargaining structures. In this way, the experiences of the three
states bear remarkable similarities that appear to be related to the
public ownership of the sector, the desire of most governments to
retain control of wage costs and the strength of unions, which in turn
is associated with the large workplaces that characterize the sector and
the professional nature of the workforce. Some differences are also
identified between the states, but it is the similarities that dominate.

The Structure of Bargaining in Three States

(i) New South Wales

The public health sector in New South Wales is managed by the NSW
Health Department, a government agency that reports directly to the
NSW Minister for Health. Public hospitals consume approximately
57 per cent of state government health expenditure (NSW Health
Council, 2000). In 1998-9, those employed by the NSW Health Depart-
ment accounted for around 100,000 employees (NSW Department of
Health Annual Report, 1998-9).
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Since the enactment of the Area Health Services Act (NSW) in 1986,
the central NSW Health Department has devolved much of the man-
agement of public health care facilities within specified geographical
regions to Area Health Services and their Chief Executive Officers (NSW
Health Department, 1998, p. 15). The apparent thrust of this regional-
ization was the decentralization of decision-making to the Area Health
Services, which acquired their own one-line budgets and greater auton-
omy in the way they allocated their budgeted resources within their
region. The reality, however, was rather more complex because the
Department of Health, and through it the NSW government, contin-
ued to retain considerable centralized control (O’Donnell, 1994).
Human resource policy is one area where this central control is most
conspicuous (Bray and White, 2002).

Union membership in the NSW public hospital sector is high com-
pared to most other industries. For example, by 2000 union member-
ship across all industries in Australia had fallen to about 25 per cent of
the workforce, while the corresponding figure for the industry category
‘Health and Community Services’ in New South Wales was 32 per cent
(ABS, 2001). These broad industry data, however, included the private
and public sectors as well as both hospitals and the lowly-unionized
community services sector. Unpublished desegregated ABS data for the
health and community services sector for NSW reveals that after 1994,
union membership declined from 63 per cent to approximately 50 per
cent in 2000 for ‘public sector hospitals and nursing homes’ (ABS
Unpublished data, 1994, 1996, 1998, 2000). As this data covers all
employees, it is possible to assume that union membership is higher
than 50 per cent in some occupations, especially nursing or medical
professions. These high levels of union membership and public owner-
ship generally explain the virtually universal coverage of bargaining in
the sector — in other words, almost all workers have their wages and
working conditions collectively regulated by either awards or, in some
periods, collective agreements.

The public hospital workforce in NSW - as elsewhere — is highly
segregated by occupation, which is reflected in the structure of union
representation — almost every distinct occupational and professional
group has its own union. Many of the unions (such as the NSW Nurses
Association and the Health and Research Employees Association) are
state-wide occupationally-based health-sector-specific unions, which
are state branches of federal unions (such as the Australian Nursing
Federation and the Health Services Union respectively). There was con-
siderable stability in these union structures during the 1990s and 2000s,
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with only two minor exceptions (Bray and White, 2002). Firstly, there
was an amalgamation of the Health Officers Association with the Health
and Research Employees Association in 1995. Secondly, the Health and
Research Employees Association later took over the representation of
allied health, clinical support services and junior medical officers from
the Public Service Association/Professional Officers Association. All of
the unions are recognized by the NSW Health Department for bargain-
ing purposes and occupational segmentation is a strong characteristic of
bargaining structures in the sector. In other words, almost all awards
and collective agreements are occupation-specific, or they cover a group
of occupations.

In terms of the scope of bargaining, the range of issues addressed in
the occupational awards (and collective agreements) that dominated
the sector for most of the period was broad. Most occupational groups
had a general award, referred to as a ‘conditions award’, which con-
tained all of the generic substantive and procedural provisions of
employment for that group. For example, the most recent Health
Employees Conditions of Employment (State) Award, which covered all the
generic issues for the group of employees represented by the Health
and Research Employees Association, included provisions on the status
of employment and loadings, various forms of leave, hours of work
and rosters, allowances, association representatives, subscriptions and
trade union leave, dispute resolution mechanisms and termination of
employment. In addition to the ‘conditions award’, there were occupa-
tion-specific awards or ‘occupationally-streamed’ awards, which con-
tained the terms and conditions of employment that were peculiar to
the particular occupational groups. Examples of these specific occupa-
tional awards were the Health Managers (State) Award and the Health
Employees Pharmacists (State) Award. The issues included in these
awards focused more on professional registration, clinical skills and
grading systems. There were, however, some exceptions in which both
generic and specific issues were combined into a single award for some
occupational groupings; generally those with fewer job classifications,
such as the NSW Nurses’ (State) Award and the Public Hospitals Medical
Officers (State) Award.

Not only was the range of issues incorporated in the various awards
and collective agreements broad, but the scope of regulation actually
increased, especially in the late 1990s. For example, provisions relating
to payment for non-clinical staff who were on-call were inserted into
the relevant awards. Additionally, some existing NSW Health Depart-
ment policies covering specific conditions of employment were
imported into awards; instances include family and community service
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leave and parental and adoption leave provisions. This too was the case
for the training, education and study leave, and funding provisions for
senior medical practitioners, which were also inserted into the relevant
award. This trend was in stark contrast to many awards in the federal
jurisdiction, where the scope of bargaining was narrowed significantly
through the ‘award simplification’ process, which reduced the content
of awards to just 20 ‘allowable matters’ (Community and Public Sector
Union, 1997)

Despite this broad scope of bargaining, some very important issues
continued to lie outside the formal bargaining system. Many aspects of
work allocation and workload, for example, remained largely the pre-
rogative of management to determine unilaterally rather than being
regulated through either awards or enterprise agreements. This gap,
which contrasts with the situation in several other states of Australia
(for South Australian nurses, see Willis, 2002), seems to have con-
tributed to growing conflict over work intensification in New South
Wales hospitals (Bray and White, 2002; White and Bray, 2003).

There were, thus, a number of continuities in the structure of bar-
gaining in New South Wales public hospitals between the late 1980s
and early 2000s; in particular, the coverage and scope of bargaining
remained largely unchanged. There were, however, some dimensions
of bargaining that changed and these fall into three main periods. First,
in the years before 1993, the bargaining structure was dominated by
state-wide, occupationally-based and sector-specific awards negotiated
within the public sector framework. This was the traditional pattern in
the sector and reflected the strong occupational structure of the work-
force and its unions. The second period commenced in April 1993
when John Hannaford, Minister of Industrial Relations in the
Liberal-National government, announced a new public sector wage
policy in which funded wage increases were contingent on the negoti-
ation of enterprise agreements that delivered productivity improve-
ments. This second period covered 1993-94 to 1996-97, during which
one round of enterprise bargaining was undertaken by local Area
Health Services, in accordance with the state government wages policy.
The third ‘post-enterprise bargaining’ period commenced at the cessa-
tion of the enterprise agreements, when a new round of state-wide
occupational awards for the industry was negotiated.

1980s-1993

In the first period before 1993, bargaining in the NSW public hospital
sector was dominated by occupational awards determined at an industry-
wide level across the state. These awards were negotiated centrally
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between the agents for the respective parties, with the occasional involve-
ment of the Industrial Relations Commission. On the one hand, the NSW
Health Department established bargaining committees to represent
‘employers’. This committee had representation from Area Health
Services, but the central NSW Health Department drove their agendas
and decisions. Like other parts of the public sector, however, the Health
Department was constrained by the NSW Treasury, which determined the
capacity for wage negotiations by establishing a funding agreement for
the wage increases for the particular round of bargaining. On the other
hand, individual unions that were party to each award were normally
represented by state-level full-time officials and branch secretaries.
Despite the increasing trend in the early 1990s towards decentralization
and deregulation, both federally and in NSW, the level of bargaining in
the NSW public hospital sector remained largely unchanged until the
introduction of the Liberal-National government’s new approach to
public sector wage increases in April 1993.

1993-1996

During the second period, bargaining was apparently decentralized to
the Area Health Services, which represented the ‘enterprise’ level.!
Local bargaining units were established within each Area Health
Service, based around existing occupational structures. Within each of
these units, negotiations were conducted by a bargaining committee
comprising equal numbers representing management and unions. The
management side generally included an Area Health Service human
resource representative and several line managers from the clinical or
occupational group in question, while union representatives usually
included the local union delegate and several rank and file union
members with special interest or expertise. Only occasionally were full-
time union officials directly involved. With government funding of
wage increases being contingent on successfully negotiated and com-
pleted enterprise agreements, the bargaining units pragmatically
accepted the decentralization of bargaining to the enterprise level and,
by necessity, the additional workload this entailed for management
and unions alike.

These apparently decentralized bargaining processes, however, were
subject to centralized co-ordination. A state-wide NSW Health Depart-
ment committee, the Health Industrial Relations Strategic Advisory
Committee (HIRSAC), was established to provide strategic direction
and to monitor the progress and reforms of the enterprise bargaining
period. HIRSAC also negotiated state-wide framework agreements with
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individual unions and the NSW Labour Council, which set the parame-
ters of local bargaining (Public Health System Heads of Agreement,
1994). Once local agreements were agreed, they were referred to the
Health Department and to union state secretaries for approval, while
the agreements did not become binding until they had been signed off
by the Director General of the Health Department. Finally, the Depart-
ment established a process whereby the funding supplementation for
the wage increases was not forwarded to Area Health Services until
they demonstrated that the productivity improvements anticipated in
agreements had been achieved. In this way, the NSW Health Depart-
ment and state-level union officials continued to be active participants
in the bargaining process.

The bargaining process also saw a heavy reliance on ‘pattern bargain-
ing’. The first Area Health Service to successfully complete negotiations
and gain approval from the Department was the Hunter Area Health
Service (based around the city of Newcastle) and the majority of subse-
quent enterprise agreements across the state mirrored the Hunter agree-
ments. For the unions, especially the Health and Research Employees
Association, there was a high priority on maintaining consistent condi-
tions for members across the state. However, for Area Health Service
managers there was the need to successfully complete negotiations and
have Department approval of the agreements within the established
timeframes to ensure government funding. There was some room in
these arrangements for Area Health Services to negotiate over truly local
(and mostly minor) enterprise issues, but such concessions to localism
were limited.

The enterprise agreements during this second period continued to
be occupationally-based and they were negotiated by occupationally-
based union representatives, as awards had been in the previous
period. The only discernible change was a reduction in the number of
agreements by grouping similar or comparable occupations into
‘streamed’ agreements. For example, in the Hunter region, the clini-
cal support staff (such as Radiographers and Pharmacists), who were
represented by the Health and Research Association, were grouped
under one enterprise agreement, whereas there had previously been
two separate awards.

As the expiry date of the enterprise agreements approached, in mid-
1996, local Area Health Services began to prepare for a second round of
enterprise bargaining, with a view to rationalising the number of agree-
ments and, in the longer-term, moving towards one agreement per
Area Health Service. The second round of enterprise bargaining,
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however, never really commenced because the Labor Party had won
government in the April 1995 NSW election.

1996-2000s

The third period brought a return to industry-wide occupational
awards that operated across the state. The Health Department estab-
lished bargaining ‘working parties’ in each occupational area, with
some representation from local Area Health Services, whose activities
were overseen by HIRSAC. The strategic direction and monitoring role
of HIRSAC, however, became more ad-hoc during this period. These
management working parties negotiated with the respective state
union representatives to determine the content of the state-based occu-
pational awards.

In summary, in terms of the remaining dimensions of bargaining,
there were two consistent themes running through the three bargain-
ing periods. First, there was a strong centralization in the level of bar-
gaining and in the bargaining agents. Even in the mid-1990s, when
government rhetoric and policy most strongly emphasized decentral-
ization and enterprise bargaining, the Health Department and the
state-wide unions maintained effective central controls over local bar-
gaining. Second, while the status of bargaining changed according to
the legal regime sponsored by the alternate governments — in particu-
lar, the changing legal emphasis on enterprise bargaining - these
changes had little practical effect. The one round of enterprise bargain-
ing did not break away significantly from the old awards and any new
content in the enterprise agreements was subsequently incorporated
back into the awards after 1996.

(ii) Victoria

In Victoria, the State government funds and administers public hospi-
tals through the Department of Human Services, which has been
restructured and renamed a number of times since 1990. In 2003-4 the
Department of Human Services (DHS) had an annual budget in excess
of $9 billion, which amounts to approximately 32 per cent of recurrent
expenditure making it the largest department in the government.
Unlike NSW, public hospitals in Victoria historically are largely inde-
pendent bodies run by semi-autonomous boards of management.
These boards of management have had substantial autonomy from
government and, in effect, the Victorian government has never
directly managed hospitals but has ‘steered’ their direction largely
through funding policies and procedures (Lin and Duckett, 1997,
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p- 48). Public hospitals also have two strong industry groups, the
Victorian Healthcare Association and the Victorian Hospitals Industrial
Association, which have played key roles in the funding process.

Like NSW, the level of unionization in the Victorian health sector is
high, with disaggregated ABS statistics suggesting 43 per cent union
density in ‘public hospitals and nursing homes’ in 2000, declining
from 55 per cent in 1994 (ABS Unpublished data, 1994, 1996, 1998,
2000). These figures mask the fact that some unions, such as the
Australian Nursing Federation, have been increasing their union mem-
bership over these years and some hospital managers suggest that
union density amongst nurses in their hospitals as high as 70 per cent
(Bartram and Stanton, 2004). The major unions are:

e the Victorian branch of the Australian Nursing Federation;
e the Australian Medical Association (AMA); and
¢ the Health Service Union of Australia (HSUA).

The HSUA in Victoria is organized into five branches each with their
own decision-making processes and officials:

e the Health Services Union of Australia (Number One branch), repre-
senting hotel services;

e the Health and Community Services Union (HCSU) (Number Two
branch), representing workers in the disability and psychiatric areas;

¢ the Health Professionals Association (HPA) (Number Three branch),
representing allied health professionals;

e the Medical Scientists Association of Victoria (MSAV) (Number Four
branch); and

e the Health and Community Services Staffs Association (HCSSA)
(Number Five branch) representing managers and administrators.

Some of these branches have a history of conflict with each other and
Lin and Duckett (1997, p. 49) argue that the health trade unions have
traditionally had strong links with the Australian Labor Party (ALP),
making them powerful players in the industrial process and able to
resist any real reform of work practices.

There have been three different government approaches to the man-
agement of the healthcare sector and employment relations in Victoria
over the past twenty years and these have directly influenced the level
and scope of bargaining: the Cain/Kirner Labor government (1983-92)
presided over a centralized industrial relations framework, the Kennett
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Liberal-National government (1992-99) heralded a move to decentral-
ization and the Bracks Labor government (1999-present) has seen a
return to a more centralized system. However, as the following section
demonstrates, in practice it can be argued that it has led to little real
change.

1980s-1992

Under the Cain/Kirner Labor government, hospital staff were employed
by the individual hospital on state awards under the jurisdiction of the
Victorian Industrial Relations Commission (VIRC). The VIRC was mod-
elled on its federal counterpart and incorporated conciliation and arbi-
tration principles (Creighton and Stewart, 2000, p. 38). The state awards
were based on occupational groupings such as nursing, allied health,
medical, hotel services and medical scientists, with these groupings
negotiating separately from each other through their respective trade
unions. Bargaining processes were largely conducted centrally with
direct state government involvement. The Victorian government often
played a principal employer role, even though it was not actually the
employer and often excluded hospital employers from the award-
making process, meaning that hospital managers had to implement the
decisions of these players despite little input into their deliberations.
The Victorian Hospitals Association (VHA) was critical of this situation
(Fox, 1991, p. 58) and employers also argued that there was little room
for flexibility at the local level leading to inefficient work practices
(Stanton, 2002b).

Up until 1992, public hospitals were block funded retrospectively on
an annual basis. The public hospitals, along with the VHA, were adept
at media manipulation and the funding process was extremely polit-
ical. Critics argued that there were few incentives for efficiency in this
process and a number of reports had suggested that Victorian public
hospitals were inefficient compared to hospitals in other states (Lin
and Duckett, 1997). Also, in common with other areas of the public
sector, middle (and sometimes senior) management in the public hos-
pital sector was highly unionized. Many medical managers were likely
to be members of the Australian Medical Association, directors of
nursing were often members of the Australian Nursing Federation and
middle managers belonged to the then Hospital Administrative Officers
Association (Fox, 1991, p. 23). Any attempts to make hospital man-
agers more responsible for resource allocation and cost control had to
deal with this industrial context.

Despite the fact that the government did not directly control public
hospitals, Health Department Victoria (later renamed and reorganized
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into Department of Human Services) had been attempting to exert
more control over the directions and efficiency of hospitals through
the introduction of Health Service Agreements. Health Service Agree-
ments were supposedly quasi-contracts entered into by two parties,
hospital and government. They were an attempt to move away from
line-by-line budgetary accountability to agreement over broad direc-
tions and productivity. However, they were often seen more as a mech-
anism of control, leading to resentment from some hospital employers
who saw this as interference in their business (Stoelwinder and Viney,
2000).

1992-1999

The Liberal-National government under Premier Kennett was elected on
a platform which included a commitment to small government through
outsourcing and privatization, the introduction of private sector manage-
rial practices through the development of performance reviews, audits,
and contractual relationships, and a ‘steering not rowing’ approach to
service delivery (Alford and O’Neil, 1994). The government was also com-
mitted to industrial reform, including the decentralization of industrial
relations through enterprise bargaining and controlling the power of
unions (Teicher and Gramberg, 1998).

Fears of rising costs in the public hospital sector and its strong trade
union base made it a logical target for reform and the government
moved quickly to implement its health reform agenda, including strin-
gent budget cuts, with the availability of voluntary departure packages,
and the encouragement of outsourcing. At the same time, Victoria
became the first Australian state to introduce Casemix funding (based
on throughput) in 1993. According to unpublished data from the
Australian Bureau of Statistics, 12,000 jobs disappeared from the health
and community services sector between February 1992 and February
1994 (Stanton, 2002b). The Victorian Hospitals Association saw some
benefits in the cuts, arguing that they enabled hospitals not only to
make massive reductions in staff numbers but also to make substantial
changes to work practices (Hughes, 1993, p. 1).

In 1995, the state government established the Metropolitan Network
Boards, which contained a number of previously independent hospi-
tals within their jurisdiction. Individual hospital boards of manage-
ment were abolished and the new network boards were governed by
directors who were more commercially oriented (MHPB, 1995, p. iv).
These new structures introduced a concept of governance that,
although originating from the private sector, was being increasingly
used in public sector management (Perkins et al., 2000; Ferlie et al.,
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1995). They were also a conscious expression of a purchaser-provider
relationship in which government would step back from the direct pro-
vision of services, instead purchasing services from others who would
carry out the ‘hands on’ management (MHPB, 1995, p. 72).

The government’s industrial relations strategy mirrored its ‘arms
length’ health management strategy. It was committed to a decentral-
ized industrial relations system and introduced its industrial relations
reforms early in its term. The Employee Relations Act 1992 came into
effect in March 1993 (Teicher and Gramberg, 1998). The Act abolished
the VIRC and existing state awards and introduced individual and col-
lective agreements with basic minimum conditions. However, the
federal Labor government in December 1992 introduced amendments
to federal legislation to allow the transfer of state employees, who had
no recourse to compulsory conciliation and arbitration, to the federal
arena (Creighton and Stewart, 2000, p. 38). The health sector unions
immediately acted on this. The Kennett government fought through
the courts to prevent the transfer of Victorian awards to the federal
jurisdiction but, after a series of challenges, they lost (Gardner, 1995).
All formal regulation of employment conditions in Victorian public
hospitals was thereby transferred to the federal system. In 1997, the
Kennett government handed over its whole industrial relations juris-
diction to the federal arena, but this had no impact on public hospitals
because of the transfer had already occurred.

Unions did not, however, escape industrial reform as the federal
Labor government was also committed to enterprise bargaining and
the Kennett government sought to use new bargaining arrangements
to initiate change, as well as trying to weaken the power of the trade
unions through abolishing union payments at source and by publicly
excluding unions from consultation processes. There were three major
enterprise bargaining rounds in the public hospital sector during the
period: one in 1995, the next in 1997 and the last in 1999. As a result,
there was a large increase after 1994 in the numbers of enterprise agree-
ments in the broader public health and community services sector in
Victoria (Stanton, 2002b). One reason for the growth in agreements
was that during this time there was an increase in separate bargaining
units with agreements being struck with each of the different employ-
ers, at the hospital and/or network level, rather than a single central
agreement covering a range of separate employers.

The first round of bargaining in 1995 was highly centralized and
carried out by the Victorian Hospitals Industrial Association (VHIA) on
behalf of the hospitals, as the government was determined to appear
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uninvolved. Most assessments of the first round of bargaining agreed
that it was largely a wages round, with little in the actual agreements
that specified productivity gains or changes to award provisions. The
productivity gains made later were essentially due to further budget
cuts outside of the bargaining process (Stanton, 2002b).

By 1997, the Metropolitan Network Boards were fully established
and adamant that no centralized negotiations occur in the second
round of bargaining. The DHS was also determined not to be part of
any negotiations, although they did consult with the employers
regarding wages and funding policy (VHIA, 1997). There was a new
federal government, the Workplace Relations Act was in place and the
Kennett government had handed over jurisdiction of industrial rela-
tions to the Australian Industrial Relations Commission (AIRC), so the
process of enterprise bargaining was ostensibly simpler.

Despite the government’s intentions, however, the major health
unions launched industrial campaigns that eventually drew an
unwilling government to the bargaining table, forcing centralized
bargaining. The unions managed to roll over most of their award
conditions into the new enterprise agreements thereby thwarting the
award simplification process of Workplace Relations Act. The final
agreements were centralized in outcomes with some marginal differ-
ences (Stanton, 2002b).

In the final round of bargaining in 1999, the employers did not wish
to repeat the experience of 1997. There was a view that formal enter-
prise bargaining in the public health sector was not favourable for
employers, with little productivity savings from enterprise bargaining
as few agreements had yielded changes in work practices. Instead, all
significant change had been brought about outside the enterprise bar-
gaining process through outsourcing, Casemix funding and budget
cuts (Djoneff, 1999).

The agreements up for renegotiation included the HSUA, the HCSU,
the HPA, the HCSSA and the AMA. The government had already
announced its policy of only funding a wage increase of nine per cent
over three years (or three per cent per annum). The winter of 1999 saw
a long and bitter dispute with the HPA, culminating in arbitration
before the AIRC, plus a less intense dispute with the HSUA No. 1
branch. Yet, for the first time, the employers and the government were
more coordinated and the employers managed to achieve the govern-
ment’s wages objective of nine per cent over three years with the HSUA
and the HCSSA. The AMA had also accepted nine per cent over three
years, plus an agreement to establish a Medical Remuneration Review
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to examine the competitiveness of medical remuneration in Victoria
by comparison with other states. Only the HPA managed to achieve a
greater result, interestingly enough through arbitration.

Stanton’s (2002b) study into employment relations in the
Liberal-National years in public hospitals found that much of
the promised autonomy for local employers did not eventuate and
health organizations were still controlled by government directions.
The actual number of enterprise agreements grew during these years,
but the level of wage bargaining was still centralized; at best, the
process could be described as a type of pattern bargaining with some
flexibility around the edges. In terms of the scope of bargaining, espe-
cially the regulation of non-wage issues, employers had hoped to use
enterprise bargaining to increase flexibility. However, this rarely hap-
pened and other studies showed that the focus on cost invariably led
to non-bargained workplace changes that had a negative impact on
work intensification, labour shortages, staff commitment and morale
(Considine and Buchanan, 1999; Weekes et al., 2001). There was also
inadequate long-term human resource planning within the health
sector and no proactive support for investment in local HRM during
this period (Stanton, 2002a).

1999-2000s

In 1999, the Australian Labor Party came to power in Victoria under
Premier Bracks. The new government inherited a public health indus-
try that was in poor shape financially because of years of budget cuts.
Its response was to put more money into the sector, to re-emphasis
planning, to put a greater focus on quality rather than just efficiency
and to encourage collaboration rather than competition (Stanton,
2002a).

There was also a return to centralized industrial relations processes in
the health sector and the government was keen to involve the AIRC
in decision-making. Early in the government’s term of office the 2000
enterprise bargaining round with the Australian Nursing Federation (ANF)
developed into a major industrial dispute, in which the ANF’s industrial
strategy of closing beds rather than taking strike action succeeded
in placing great pressure on hospital management and government
(Stanton, 2002a).

As enterprise agreements were due to be re-negotiated with other
groups of workers, both in the health sector and in the public sector at
large, the government was nervous about agreeing to high wage
increases and quickly passed the issue on to the AIRC for arbitration.
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As well as significant wage rises, the final arbitrated award included a
nurse-patient ratio (four patients to one nurse) welcomed by the union
but criticized by employers. For many employers this judgment repre-
sented a return to a centralized industrial response linking employ-
ment issues with service delivery issues with no flexibility at the local
level. The ratio formula was also handed down at the same time as a
government review was taking place addressing nurse shortages. There
was little consultation with industry by the commission and the ques-
tion of how to fund the ratios and manage the process of implementa-
tion proved contentious (Stanton, 2002a). In the negotiations for
the 2004 EBA with the ANF, the government attempted to remove the
nurse-patient ratio and replace it with a more flexible tool. However,
the ANF rallied their membership into taking industrial action and
eventually the government backed away from this proposal.

In summary, the structure of bargaining in Victorian public hospitals
changed much less than might be expected given the major political
shifts that occurred during the period after the late 1980s. The cover-
age of collective regulation was complete throughout. The status of the
various bargaining forms evolved with the legislative changes and
switches in jurisdiction, but the practical effects were not profound,
apart from a great deal of activity around the EBA process. The intro-
duction of enterprise bargaining by the Kennett government appeared
to dramatically lower the level of bargaining to the enterprise level,
but the real effect was considerably less State-wide action by unions
which led to apparently autonomous enterprise agreements containing
uniform wages, an outcome that was not strongly opposed by em-
ployers. At the same time, employers were less impressed with the
modest variations across agreements in non-wage issues. The return to
formal centralization under the Bracks government was strengthened
by the introduction of the nurse-patient ratio. The scope of bargaining
also remained wide throughout. The transfer of formal regulation from
the state to the federal system brought the possibility of reduced scope
of regulation through the ‘simplification’ of awards, but the unions
were able to ensure that enterprise agreements replicated the content
of awards. The formal regulation of nurse workloads actually expanded
the scope of regulation.

(iii) South Australia

As is the case in Victoria and New South Wales, in South Australia the
state government funds the public health care sector from revenue
received from the federal government through the Australian Health
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Care Agreements. Overall management of the sector rests with the
South Australian health department, although it underwent a number
of changes in nomenclature and structure in the period under dis-
cussion: the South Australian Health Commission was established in
1976 as a body corporate (Brooker, 1997), changing to a section within
the Department of Human Services under the Liberal government
(1993-2001), and shifting back to a separate department in 2004 under
the Labor government. The most recent reforms under the Genera-
tional Health Review implemented by the state Labor government in
July 2004 moved the organization and funding of healthcare towards a
regional model closely based on the New South Wales approach, where
Area Health Boards have been in place since 1986 (Menadue, 2003).

Under the 1993 Public Sector Management Act, local hospitals and
health care units are common law employees able to directly employ
their own staff, but conditions of employment must be sanctioned by
the Department of Health and the Department of Administrative
Services (DAIS). This arrangement allows for the Commissioner of
Public Employment, Treasury, the Department of Industrial Affairs and
state Cabinet to keep a close watching brief on any agreements or
changes to awards in the public sector with a view to ensuring consis-
tency in standards.

Like its counterparts in other states, the level of unionization in the
South Australian health sector is higher than the state all-industry
average percentage of 24.6. Union density in public hospitals, commu-
nity health centres and nursing homes in 1994 was around 55 per cent
(Brooker, 1997). In line with the other states, these figures mask the
fact that some unions, such as the Australian Nursing Federation, have
increased union membership over this time with national membership
at around 60 per cent (ANF, 2003). The major unions are:

e the ANF, which represents nurses and Personal Care Workers
employed in nursing homes.

e the South Australian Salaried Medical Officers Association
(SASMOA), which represents interns, Resident Medical Officers,
Registrars and Visiting Medical Officers (VMOs), who are in private
practice but do sessional shifts in public hospitals (SASMOA, 2004).
Union density ranges from around 60 per cent for salaried doctors
to 45 per cent for VMOs (SASMOA, 2004).

e the Community and Public Service Union (CPSU) that represents
the interests of ward clerks and a number of allied health profes-
sionals, such as social workers, physiotherapists and psychologists.
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e the Australian Liquor, Hospitality & Miscellaneous Worker’s Union
(LHMU), which represents Personal Service Attendants, hospital
cleaners, kitchen and maintenance staff employed in both the
public and private sector.

The structure of bargaining in the South Australian public health sector
is complicated by different occupational groups being covered by dif-
ferent jurisdictions. Prior to 1993, for example, all workers in the sector
were covered by industrial awards, but nurses came under a federal
award, while ancillary staff, allied health, trades and salaried medical
officers were under state awards. After the introduction of enterprise
bargaining, only the nurses and those from the metal trades had
federal coverage under the 1996 Workplace Relations Act, while all other
health professionals and occupational groups employed in hospitals
were covered by the state-based Industrial and Employee Relations Act of
1993. The evolution of these bargaining arrangements, however, is best
revealed in three time periods.

1993-1998

The approach of the Brown Liberal government, elected in December
1993, to bargaining in the public health sector was affected by two key
contextual factors. First, it came to office during a major fiscal crisis
associated with the collapse of the State Bank. In 1994 in an endeavour
to deal with this situation the state Liberal government cut 15 million
dollars from the public acute hospital sector, instituted competitive
tendering for non-core services across the entire sector and provided
funding for a round of redundancies that focused initially on the pro-
fessions of medicine, nursing, allied health and lower level workers
such as cleaners, porters, and maintenance staff (Willis, 2004).

Second, the trend towards enterprise bargaining was underway at
federal level and within the state. The previous Labor government had
largely followed the lead of its federal Labor counterpart, but the new
Brown government’s Industrial and Employee Relations Act of 1994 was
closer to the more radical approach of the Kennett government in
Victoria in moving against unions and jettisoning awards in favour of
enterprise bargaining (Ronfeldt and McCallum, 1995).

Ironically, however, there were significant limits to the decentraliza-
tion of bargaining in the South Australian public sector, which came to
be covered by a single enterprise agreement, within which different
occupational and industry groups were regulated by different sections.
The net effect of these arrangements in public health was that the



80 Workplace Reform in the Healthcare Industry

Department of Human Services represented a single bargaining unit
within which there was considerable standardization in matters such as
rates of pay, hours of work and job classifications.

The first two rounds of enterprise bargaining for nurses and doctors,
in 1996 and 1998, were overshadowed by workplace reforms occurring
as a result of state government budget cuts. At the same time, the
federal government also implemented a range of reforms and bench-
mark exercise that linked budgets to productivity and efficiency
measures. Productivity was, however, not dependent on enterprise
bargaining agreements; it occurred through the funding mechanisms
and the processes put into place by management to deal with budget
shortfalls (Willis, 2004).

1999-2001

By the third round in 2000 the situation changed considerably, at least
for nurses and doctors. Nurses were not prepared to enter into an
agreement without workloads being part of the negotiating package
and the shortage of nurses became a source of bargaining power.
Capitalizing on a similar situation that had arisen in Victoria between
the ANF and the Victorian DHS the previous year, where the newly
elected Labor government was forced to agree to staff public acute hos-
pitals on a ratio of one nurse to four patients, the South Australian
branch of the ANF brokered an agreement with the DHS to provide 200
extra nurses for the public hospital sector and to staff all public hospi-
tals according to a computerized workload product (Australian
Industrial Relations Commission {AIRC}, 2001).

What the DHS did not take into account at the time of these negoti-
ations, despite advice from the metropolitan directors of nursing, was
that hospital managers had been consistently undercutting staff levels
on wards. Had the process of negotiations been conducted at the level
of each hospital enterprise, rather than centrally, or had the hospitals
had representation on the team, this would have been more forcefully
stated. When the third EB agreement came into effect in 2001, a
number of the public acute hospitals were unable to staff wards accord-
ing to the agreement because of budget cuts. As a consequence, the
ANF imposed industrial bans and closed a number of beds across
the sector. In the world-wide climate of nursing shortages, the state
government had few options but to acquiesce to union demands.

The introduction of Casemix, the establishment of incentive and
benchmark funding, and the state Liberal government demand for out-
sourcing also resulted in a radical shift in the organization of hospitals
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in the 1990s. Much of this impacted on day-to-day life on the wards
and the work of base level grades of registered and enrolled nurses who
saw their work become more complex, but opportunities for promo-
tion diminish. The union met this with successful demands for a
revised career structure that recognized the complexity of work for base
level nurses. Advanced promotional positions and salaries could be
achieved independently of hospital established quotas for promotion.
The ANF also worked to bring the salaries of nurses in the aged care
sector into line with the acute sector through the enterprise bargaining
processes. These gains have also carried over into the private sector
although they have taken longer and been less attractive (AIRC, 1999).

The situation is not as positive for allied health professionals and
hospital scientists. In the public sector both groups of professionals are
represented by CPSU through its Professional Officers stream. However,
the CPSU has been unable to negotiate enterprise bargaining agree-
ments for these groups that have kept pace with nurses. This is partly
explained by the fact that the CPSU negotiates for several categories of
workers during each round of bargaining, but also, because allied
health professionals and medical scientists do not have the political
clout of nurses and doctors who are in a position to seriously disrupt
waiting lists for elective surgery and accident and emergency depart-
ments. In effect these workers are non-core and the gains they have
made reflect this.

Finally, for doctors, federal government reform in the provision of
Medicare provider numbers has limited the number able to enter into
private practice and increased the numbers seeking on-going employ-
ment in the public hospital sector. Workloads are high, but their
numbers have steadily increased in the public sector. In the agreement
made in 2000 the state Liberal government attempted to limit the
salary sacrificing provisions, as well as the salary increases, to three per
cent annually. With the base salary of doctors some $10,000 below
other Australian states, it became difficult to staff public hospitals. As a
consequence by the time negotiations began for the 2004 EB round
parity of salaries rates with other states was on the agenda.

2002-2004

Agreements negotiated with the newly elected Labor government have
once again demonstrated the uniqueness of the centralized nature of
bargaining under the Public Sector Management Act 1993. However,
where the Liberal government tended to construct the single bargain-
ing unit as the Department of Human Services and the unions, the



82 Workplace Reform in the Healthcare Industry

Labor government has sidelined the health portfolio making the
Industrial Relations portfolio the centre for negotiations. For example
in the 2004 EB round between the ANF and the government, the
Minister for Health and the relevant public servants sat at the table,
but negotiations were conducted directly with the industrial relations
portfolio. Initially the ANF found this frustrating as the two depart-
ments — health and industrial relations — attempted to wrest control of
the processes from each other. In the end the ANF and IR Minister
negotiated directly and health was sidelined. Comments from ANF
negotiators indicate that this proved to be more effective, although ini-
tially ANF had assumed that the Health Department/DHS would be
more understanding of the issues in the sector and therefore easier to
deal with.

Negotiations in 2004 over the fourth EB round between the ANF and
the Department of Human Services (now the Department of Health)
and DAIS initially attempted to get nurses to abandon the previous
agreement to staff wards according to a computerized formula. This was
an interesting approach given that at the same time the DHS in Victoria
was attempting to get nurses to abandon ratio staffing in favour of
a computerized workload product. Despite what initially looked like
being a protracted bargaining period the agreement was signed in
record time. Overall the union achieved 90 per cent of what they
requested, moving wages for nurses in the public sector into the top
three in the country, second only to NSW and significantly reducing
work intensification through provision for additional staffing.

The ANF has also been able to progress the professionalization
agenda of nursing through the process of enterprise bargaining. South
Australia now has the highest ratio of Nurse Practitioners in the
country. In the 2001 agreement, midwives moved to the more profes-
sional caseload model of work productivity. This was maintained in
the 2004 agreement with agreement to extend it to community health
and mental health nurses over the life of the agreement. The ANF
believes these gains reflect the fact that the state Labor government
knew that the public health system was highly efficient and engaged in
continuous quality improvement. In the previous decade budget
restraint had meant that the system was run down, particularly in
terms of capital works and equipment. However, the most significant
factor in providing nurses with positive EB outcomes is the continuing
difficulties in the recruitment and retention of nurses. A stated aim of
all EB agreements for nurses and a focus of many of the conditions is
to ‘attach nurses/midwives to, and retain nurses/midwives in full-time
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or part-time employment in the South Australian public health sector
and to reduce reliance on casual and/or agency employment to meet
planned labour force requirements’ (AIRC, 2004, p. 3).

Significant gains have also been made by PSAs, cleaners, plumbers,
disability workers and maintenance crews in the public system under
the Labor government. In 2003 the government agreed to a separate
EB agreement for these workers. Previously they were part of a single
bargaining unit that also included hospital managers, administrators
and technicians. The LHMU believed the focus was on the needs of
professionals rather than waged staff, many of whom are employed
part-time, on split shifts and as casuals. The case for allied health is not
as positive. They remain within the CPSU generic ‘professional officer’
category, along with engineers and others working across the entire
public sector. The agreements take little account of the nature of hospi-
tal work and are limited in their capacity to incorporate the gains made
by nursing and medicine. Allied health have used RN salaries to bolster
their claims, but unfortunately the ANF claim is part of a recruitment
and retention claim, which is not seen as an issue for allied health
professionals except in rural and remote regions.

In summary, prior to the introduction of enterprise bargaining into
the health sector in South Australia, the various professional and occu-
pational groups were subject to awards. Salary and wage increases were
achieved through national wage cases. Individual unions attempted
standardization of rates across the country or pattern bargaining. With
EB, significant discrepancies in rates of pay and conditions have devel-
oped within each professional group depending on whether they work
in the public or private sector, as well as between professional and
occupational groups. Those professions able to mobilize public opinion
or, like nurses, where there is a shortage of staff, have made significant
gains. The phrase now employed eschews terms such as ‘pattern bar-
gaining’, arguing that workers achieve what the ‘market will bear’. The
ANF in South Australia often looks to the Victorian ANF experience to
see ‘what the market will bear’.

Union officials from the ANF agree with Stanton’s (2002b) hypothe-
sis that EB has had little to do with increased productivity and
efficiency. Enterprise Bargaining is perhaps best described as a vehicle
for compensating the more draconian workplace changes that have
resulted from both federal and state budget constraints and policies
that tie funding to workplace reform or efficiency measures such as
outsourcing non-essential services. Initially EB agreements were limited
to achieving salary and wage increases or penalty rates for shift work.
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Unions sought little in the way of agreements that might reduce work
intensification or long hours, both of which are seen by health profes-
sionals to impact on patient quality of care. In more recent years some
unions have been able to shift the focus and use the EB process to cap-
italize on the perceived staff shortages and to further the groups’
professional aspirations or achieve separate coverage based on the
uniqueness of the work.

Comments and comparisons

The picture that emerges from these three case studies is of an industry
in which the structure of bargaining has changed far less than in most
other industries in Australia. First of all, the coverage of bargaining has
remained almost universal in all three states. In other words, despite the
significant deregulation of the employment relationship and the rise in
individual bargaining in many industries (Waring and Bray, 2003), vir-
tually all employees in the public health sector have continued to be
covered by collective forms of regulation.

Second, despite the rhetoric of decentralization and the introduction
of potentially radical reforms by many state governments (such as New
South Wales between 1989 and 1995, Victoria between 1992 and 1999,
and South Australia between 1993 and 2002), the level of bargaining
has changed little. In reality, even during the periods of apparently
radical reform focused on enterprise bargaining, collective bargaining
in all three states has remained remarkably centralized. Similarly,
the parties involved in bargaining — the agents of bargaining — have
changed little, with governments continuing to dominate health sector
managers, and state-level union officials retaining control of employee
representation.

Third, in line with reforms to the broader industrial relations legisla-
tion in all three states, the status of bargaining has changed. Except
perhaps in NSW, where the state system after 1995 has remained most
faithful to tradition, both enterprise collective bargaining and indi-
vidual bargaining have assumed far greater legitimacy and prominence
than before. And yet, the new status of these bargaining forms does
not seem to have affected industrial relations in the public hospital
systems at all.

Finally, again in contrast to the experience in many other industries,
the scope of bargaining remained broad. Indeed, the range of issues
bargained and agreed in the public health sector has in some cases
increased, the best example being the introduction of nurse-patient
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ratios in Victoria, South Australia and, most recently and most
cautiously, in New South Wales.

A key to understanding these unusual bargaining arrangements is
the role of governments. As Fox (1998) argues, ‘he who pays the player
calls the tune’, and at the end of the day in the public health sector it
is government who provides the funds and is keen to control labour
costs. Even those governments that have been most ideologically com-
mitted to labour market deregulation and the decentralization of bar-
gaining have refused to give up decision-making responsibility on
wages. The sector is also a highly political arena, industrial disputes
quickly make front page headlines and governments are susceptible to
bad publicity and generally act quickly to ‘fix’ problems that can
influence public opinion.

The role of trade unions within the sector is also central. A number
of health sector unions, contrary to national and international trends,
have been increasing their union membership and density. Examining
the Victorian branch of the ANF, Bartram and Stanton (2004) argued
that the union had been able to increase its membership through a
combination of strategies including appeals to employees’ professional
and occupational identity at times of insecurity, taking advantage of
the enterprise bargaining process to recruit and organize members, and
providing specific services such as professional indemnity insurance to
its members. The success of these strategies, aided undoubtedly by
labour shortages, deepened the ANF’s bargaining power, allowing it to
maintain its preferred bargaining structure and advance the substan-
tive interests of its members. The best illustration is the insertion
of nurse-patient ratio into enterprise agreements in Victoria, a develop-
ment that was followed in other the other two states with some
variation. Other health sector unions may not have been quite as suc-
cessful as the nurses, but their memberships have survived and their
bargaining activities have yielded better outcomes than in many other
industries.

The apparent success of public health sector unions aside, there is
also evidence in all three states that employers have made a number of
efficiency and productivity gains over the past decade. These gains,
however, have been achieved largely outside of the enterprise bargain-
ing process. Budget cutbacks, new forms of funding and increasing
non-labour costs have placed great pressures on health sector managers
to reduce labour costs and improve efficiency. Workplace change has
consequently been widespread, including outsourcing, changes in
work practices, new shift patterns and other changes to working hours,
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but they have been introduced largely through managerial prerogative
rather than through collective bargaining. In turn, these developments
have often led to increased work intensification and greater dissatisfac-
tion with working conditions leading to increased labour turnover,
increased levels of workplace stress and union attempts (sometimes
successful) to ‘claw back’ some of these managerial gains through the
enterprise bargaining process.

These observations so far have emphasized the similarities between
the three states, which are significant. There are, however, also some
differences between the states, albeit mostly in legal and institutional
detail rather than substance - differences of degree rather than kind.
Given the importance of governments in affecting the complexion of
public health sector industrial relations, the timing of elections in the
three states and their political outcomes produced differences. Clearly,
the different state governments chose different legislative vehicles for
the pursuit of their policies and different frameworks and processes. In
Victoria, the Kennett government’s more radical industrial relations
agenda in 1992-6 was largely thwarted and resulted in the hand over
of the industrial relations function to the federal government and the
dominance of federal awards/agreements in the Victorian public health
sector; the Bracks Labor government has not sought to reverse this. The
election of the Carr Labor government in New South Wales in 1995
saw a return to a more traditional industrial relations arrangements
and an entrenchment of state awards. In industrial relations policy, the
Labor government in South Australia before 1993 largely followed the
lead of its federal counterpart, but the election of a Liberal government
in late 1993 saw the beginning of a more conservative trend that was
subsequently reinforced by the election of the Howard federal govern-
ment in 1996. The mixture of federal and state regulation of public
health sector employment in South Australia made both these develop-
ments important.

With respect to employers, public health managers are powerful
key stakeholders in Victoria through their industry associations and
they have the ear of government. These associations developed largely
because of the relative independence of the Victoria public hospitals
compared to their interstate counterparts. Also in Victoria, staff are
employed by the individual hospital or network and the human
resource management function is very much situated at the local level.
The state government plays little role apart from initiatives through its
Workforce Planning Branch. Under the Kennett administration very
little workforce data was collected; the government believing that such
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data was not its business rather the business of the individual hospi-
tals. The state’s Office of Public Employment plays an influencing role
rather than a regulatory role with organizations in the public sector.

There are differences between union strategies. In NSW, unlike
Victoria and South Australian (SA), the NSW Nurses Association was
slower in prioritising work intensification as an industrial issues, pre-
ferring to seek wage increases to compensate for changes in ‘work
value’ rather than directly regulating workload. At the same time,
the NSW union eventually achieved workload reform, and while the
various branches of the ANF carefully scrutinize wage deals made with
the various state governments to ascertain the ‘market wage’ they all
operate independently.

Conclusion

The federal system of government in Australia has clearly made the
funding and administration of the public health sector extremely
complex, with both state and federal governments retaining key roles
in both health and industrial relations policies. This constitutional sit-
uation suggests great potential for diverse bargaining structures across
the states of Australia and the three case studies presented in this
chapter reveal some realization of this potential. However, it is the sim-
ilarities between the bargaining arrangements of the three states that
remain the key finding. Each of the three states in its own way has
maintained a comprehensive, highly regulated and largely centralized
bargaining structure despite the trend towards deregulation and decen-
tralization in other industries around the country, particularly in the
private healthcare sector.

Note

1 There is clearly some room for ambiguity in this case as to what constitutes
‘the enterprise’, just as Kelly (1990) argued there was ambiguity in the
meaning of ‘workplace’. Depending on legal and operational issues, it is pos-
sible that either individual hospitals and services (such as pathology units) or
even the entire Health Department could be defined as an ‘enterprise’. The
most common practice in the sector, which is repeated here, was to define
the Area Health Service as the enterprise.
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Outsourcing and Structural Change

Suzanne Young

Introduction

In Victoria throughout the late 1990s structural change in the public
hospital system was immense as hospitals embarked on a range of
market-testing and benchmarking exercises accompanied by downsizing
and, in some cases, outsourcing. The clinical services which were
subjected to these processes included radiology, pharmacy and patho-
logy, and the non-clinical services included car parking, catering and
cleaning, engineering and supply. In Victoria with the election of the
Liberal-National government in 1992, outsourcing became a key part of
the public management program (Stockdale, 1995, p. 29). This occurred
alongside considerable decreases in state government funding, the
implementation of industrial reform and the aggregation of metropoli-
tan public hospitals into networks. The introduction of the Federal
Liberal-National government’s National Competition Policy (NCP) in
1995 with its rationale that private sector pressures and competition
would make the public sector more efficient, saw widespread changes to
the provision of structure of all public sector services.

National Competition Policy was introduced in Australia within the
auspices of what is commonly referred to as the neo-liberal agenda, or
New Public Management. Although each country’s reforms had their
own characteristics, certain common patterns emerged in the United
States, the United Kingdom, Australia and New Zealand (Dunford,
Bramble and Littler, 1998, p. 386). These objectives were to reduce the
size of government, improve the effectiveness and efficiency of the
public sector, improve the responsiveness of government agencies to
their customers, decrease expenditure and improve managers’ account-
ability (Dunford, Bramble and Littler, 1998, p. 386). The Australian
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government, in reshaping relationships in and between the nation and
the states, sought to recompose and reconstitute the public sector,
whilst deregulating the economy, introducing competition policies
and changing the focus of industrial relations (Fairbrother, Paddon and
Teicher, 2002, pp. 1-2).

In applying NCP, Victorian state and local government agencies were
encouraged or required to market test their services by exposing them
to competitive tender although in-house bids were allowed (State
Government of Victoria, 1996, p. 7). The Liberal-National State Govern-
ment stated that the primary consideration was the selection of a sup-
plier best able to deliver the service, whether internal or external, to
the organization. The assessment was to be made on the basis ‘that the
expected benefits to economic efficiency and better resource allocation
would outweigh the expected costs of implementation’ (State Govern-
ment of Victoria, 1996, p. 36). The application of NCP was expected
to result in the activity being kept in-house, or becoming outsourced,
commercialized or administratively reorganized (State Government of
Victoria, 1996, p. 395).

It is worth noting that NCP did not require services to be outsourced,
but, rather, required governments to introduce procedures to increase
competition. Even though all states were subject to the policy, Victoria
was the most pro-active of all the states, linking its restructuring and
privatization processes to NCP and was the only state which made
competitive tendering compulsory for local government (Fairbrother,
Paddon and Teicher, 2002, pp. 11, 14).

But even before the introduction of NCP, since 1993 the Liberal-National
State government had encouraged public health organizations to investigate
the use of outsourcing. Subsequently, with the implementation of NCP
the State Victorian Government Policy (1996, p. 21) specifically stated
that significant business activities undertaken within public hospitals,
such as non-clinical services of car parking, computing, laundry services,
engineering, cleaning and catering, and clinical services, including radio-
logy, pathology, pharmacy, allied health services and general practitioner
services, were to be subject to the policy. The process included bench-
marking against private sector practices, with the result that in some
instances the service was to be outsourced. Nursing and medical services,
however, were classified as core activities, and were consequently exempted
from examination.

Through a case study approach, this chapter discusses how two
public health organizations implemented this policy. It investigates
how outsourcing market-testing, benchmarking, and downsizing have
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been used to bring about workplace change. Whilst the resultant struc-
tural arrangements may differ, implications for the workplace have
been similar.

Reasons for outsourcing

Generally, six reasons can be gleaned from the theoretical and empir-
ical outsourcing literature to account for, or justify, its adoption (See
Young, 2002 for a fuller discussion of these reasons).

The first reason for outsourcing is that managers have wanted
to reduce costs and increase efficiency. Based on Transaction Cost
(Williamson, 1979, 1986) and Agency theories (Eisenhardt, 1989) it is
proposed that the ‘firm’ is the optimal structure when it can accom-
plish exchanges at a cost lower than any other form (Borland and
Garvey, 1994). In contrast, the outside provision of services introduces
economic efficiencies through the outsourcing vendor’s ability to
utilize specialist human resources, technologies and physical infra-
structure.

Focusing on core competitive advantage is a second reason discussed
in the outsourcing literature. Based on Porter’s (1980) Corporate Stra-
tegic theory, researchers have proposed that outsourcing peripheral
functions where excellence is not achievable enables organizations to
concentrate on their core competencies (Cannon, 1989; Smith, 1991;
Morkel, 1993; Quinn, 1992, p. 51).

Introducing workforce flexibility is a third reason cited in the litera-
ture and is based on Atkinson’s (1984) ‘flexible firm’ model. Out-
sourced labour forms part of the peripheral labour group whose labour
can be manipulated in accordance with changes in demand.

The labour market and political literature (Burgess and Macdonald,
1990, p. 32; Campbell, 1993) suggest a fourth reason for outsourcing
is the management of industrial relations problems. The associated
increase in the power of management over labour and weakening
of the power of trade unions have been put forward as reasons for
contracting out.

The satisfaction of decision-makers’ personal objectives is a fifth
reason and is primarily found in the political literature (Pfeffer, 1994).
Public Choice theory (Hanke and Walters, 1990) asserts that public
sector decision makers are motivated by self-interest which Downs
(1967) maintains is divided into self-interest, through a desire for power,
money and prestige as well as more broader interests of maintaining
loyalty to work groups, agencies, government or nation.
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In this vein, a sixth reason is the shaping of public sector agencies to
align with the ideology of the government providing the funding. The
reasoning here assumes that decision makers are motivated by a desire
for power and see this desire being fulfilled by acting in the interests of
the government. The neo-liberal government agenda advocates out-
sourcing, alongside private sector competition, a reduction in the size
of the public sector, and a decrease in the power of labour.

Effects of outsourcing

A number of effects have been reported in the empirical literature (see
Young, 2000 for a fuller discussion of these effects). For instance,
Domberger and Rimmer (1994, p. 446) asserted that ‘a review of the
[international] literature illustrates a broad consensus that competitive
tendering and contracting usually leads to substantial reduction in
service costs, [with] average reductions of 20 per cent’, with similar
findings in Australia (Carver, 1989; Cubbin, Domberger and Meadow-
croft, 1987; Donald, 1995; Domberger, 1994; Domberger, Meadowcroft
and Thompson, 1986, 1987, 1988; Ferris, 1984, 1986; Hodge, 1996;
Sharp, 1995).

Labour savings from outsourcing were the result of increased flexibil-
ity of the labour force. For example, in Britain, a Labour Research
Department study stated that the reduction in wages and conditions
linked to outsourcing resulted from an increased trend towards the
use of part-time labour by contractors (Industry Commission, 1995,
p- 160). Other studies into outsourcing in Britain reported significant
evidence suggesting that contractors were able to reduce labour costs
by utilizing more flexible labour practices (Ascher, 1987; Walsh, 1991;
Walsh and Davis, 1993), and specifically in terms of pay, promotions
and conditions (Willcocks and Currie, 1997).

Other research found that outsourcing increased the expertise of core
staff and injected professionalism and skilled personnel, whilst improv-
ing access to technology (Rimmer, 1993; Industry Commission, 1995).
The outsourcing process also engaged the public sector organization
in setting specifications and monitoring of performance which were
previously lacking (Domberger and Rimmer, 1994, p. 84). But even so,
questions were raised with regard to the effect of outsourcing on
quality (Industry Commission, 1995, p. 102).

Rimmer (1993) and the Evatt Research Centre (1990) reported that
the use of contractors by local government councils did not always
lower costs. Willcocks (1994) also found that as staff moved to private
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sector conditions, cost increases resulted. Rimmer (1993) furthermore
contended that a lack of competition in bidding for contracts may
have caused cost increases, especially in rural communities due to the
lack of vendor numbers.

Other researchers found that contracting out produced switching
costs that lock in the use of the existing supplier. Willcocks and Currie
(1997, p. 45) reported that the contracting out of projects with huge
infrastructure capabilities often resulted in a monopoly situation as
very few suppliers have the capabilities to service the contract. Rimmer
(1993) and the Evatt Research Centre (1990) also argued that as con-
tracts are awarded to the same service vendor more than once, costs of
in-house and contracted provision converged.

The management of contract staff, morale of internal staff, equity
between contract and internal staff, and trust, motivation and com-
mitment of both internal and contract staff have been highlighted
as complex issues by numerous researchers. For instance, Pfeffer
(1994, pp. 22-4) contended that contract staff lack loyalty, dedica-
tion and firm-specific knowledge and introduce problems of reduced
productivity and motivation. Similarly, Young (2002) cited research
highlighting the relationship between downsizing and outsourcing,
with a reduction in trust and co-operation between management
and staff.

Method

To investigate these issues, this chapter turns to two case studies
which describe these processes in more detail. Interviews were con-
ducted with organization managers, staff, union representatives and
private sector proprietors between 1999 and 2001. The organization
names are disguised and interviewees were granted confidentiality.
The interviewer first contacted and interviewed the Chief Executive
Officer, and then arranged interviews with subsequent personnel. All
interviews were conducted face-to-face with the interviewee alone at
the health organization location. All interviews began with the
interviewee asked to talk generally about the workplace changes
since the early 1990s, with subsequent semi-structured questions
focusing on the reasons, processes and effects of market-testing,
benchmarking and outsourcing. Interviews were taped and later
transcribed. Annual reports, newspaper articles, consultants’ reports
and other published and unpublished material were used to supple-
ment the interview material.
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Case study one: Rural hospital

This hospital performs a variety of health activities for a large rural area
in Victoria, with a population of around 60,000. Since the early 1990s,
it has amalgamated with a number of smaller hospitals and health ser-
vices and, as such, increased its coverage and bed numbers so that by
1 July 1999 the latter amounted to 246. Alongside this, it has been sub-
jected to budget reductions and decreased government funding. The
hospital provides medical, nursing, psychiatric, allied health and
health promotion services to inpatients, outpatients, domiciliary care
clients and the general public. Between 1991-2 and 1994-5, at the
time when outsourcing was being contemplated across a variety of ser-
vices, staff numbers (equivalent full-time (EFT)) in the acute section
of the hospital fell from 701 to 573. In 1994-5, 11,623 inpatients
were treated, 5901 operations were performed and 343,832 meals were
served.

Pathology and radiology were outsourced prior to NCP, in 1994-95
and 1995-96 respectively, and the non-clinical services of dental tech-
nician and gardens and grounds were outsourced under the auspices of
NCP. The services of engineering and maintenance and food were
benchmarked but not outsourced.

All of the decisions were implemented within an environment of
decreased government funding and hospital amalgamations, and
NCP’s introduction in 1996 added political factors to the decision-
making. Furthermore, the financial environment put pressure on the
hospital’s ability to provide funding for capital replacement, whilst
the characteristics of the rural labour market added demands on the
hospital’s ability to obtain professional staff. Boards and executive
management drove the changes, with information being provided to
staff about the rationale and progress of the process. Once outsourcing
was considered viable, negotiation between management, unions and
employees tended to focus on the transfer process. Not to be confused
with consultation, this was patriarchical in nature, with management
telling the workers that change was needed and outlining the method
of implementation.

Economic reasons for outsourcing, namely to reduce costs, focus on
core competencies and increase labour flexibility, were apparent in the
decision-making. Evidence was given of decreased costs from using
more flexible work practices in contracting out gardens and grounds,
dental technician services, pathology and radiology. For example, the
outsourcing of pathology saved approximately $200,000-$300,000 per
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annum. Escalating rates of pay and resistance to flexible rostering, both
being subject to industrial negotiation at the time of outsourcing, were
regarded as direct causes of outsourcing of pathology right across the
Victorian health industry.

In addition, the hospital’s use of private contractors provided
updated equipment in both radiology and pathology, which amounted
to $3 million in radiology alone. However, in gardens and grounds a
reduced scope of service was integral to the savings made.

Even without outsourcing, costs were also reduced by changing con-
ditions of work and reducing employment numbers, For example, the
staff numbers in engineering and maintenance services fell from 25
EFT in 1992 to 11.4 in 1997, and in food services were reduced by half
from 72 to 35 EFT. Consultants then argued that outsourcing these ser-
vices would further reduce costs, but there was a lack of concrete evi-
dence that this would eventuate, considering that changes to work
practices and downsizing had already occurred.

The prospect of reduced quality from outsourcing was raised particu-
larly in maintenance activities. The line manager explained that the
nature of hospital work necessitated that contractors perform each job
perfectly, not quickly and cheaply in the manner commonly found in
the private sector. So instead of outsourcing, changes were made to
work practices based on consultation and accountability. The line
manager stated that the threat of outsourcing had decreased staff
morale, but ‘once that idea was “put to bed” and staff were given
more responsibilities and changed their work practices, productivity
increased’.

The idiosyncrasies of the rural labour market were a factor in the
choice between outsourcing and internal production, especially in rela-
tion to engineering and maintenance services. The lack of expertise in
the rural area made it impossible to use local labour. Also shortages of
labour which, in some instances, led to high wages being earned ex-
ternal to the hospital, rendered the use of contract labour a necessity.
In other cases, where the contractors’ locations were remote from
the hospital site, this raised impracticalities in using a contractor on an
on-call basis.

In radiology the use of a private contractor also allowed the hospital
to gain expertise that was not available locally, hence reducing manage-
ment problems of recruitment. In general, rural areas suffer from both a
distance and expertise disadvantage. The distance to major cities, and
thus other sources of labour, makes it difficult to gain numerical flex-
ibility at short notice by using contract labour. Furthermore, it is often
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problematic to attract skilled expertise in rural areas, especially if the
complexity of the task is not consistently high.

The objective measurement of transaction costs was found to be a
problem in both engineering and maintenance and food services,
where managers and union officials questioned the external consul-
tants’ benchmarks, the nature of the key performance indicators and
the non-inclusion of transaction costs. Also, in radiology, there were
questions raised concerning whether the analysis included redun-
dancy and superannuation payments, and whether performance was
monitored prior to outsourcing.

Environmental uncertainty was apparent in pathology with increas-
ing competition and a decline in fee-paying patients. The Director
of Medical Services indicated that the impetus of an existing private
hospital opening a competing laboratory produced fear of a reduction
in market share. In radiology, it was manifested with decreased govern-
ment fees payable for public provision and a lack of funds available for
upgrades in technology. In both of these clinical services the acquisition
of skilled staff was also problematic. Using contracts to lock in costs,
staffing and technology over the long-term in order to reduce environ-
mental uncertainty was evident at this hospital. Hospital managers’
indicated that all incumbents were likely to regain the contracts upon
termination, providing for continuity of relationships, capital equip-
ment and stability of employment for staff who had simply transferred
from hospital employment to the private contractor.

In addition, as no further cost/benefit analyses had been conducted
since the initial contracts were awarded it was improbable that the ser-
vices would be transferred back in-house. The continuing cost advan-
tages of the contract situations were difficult to ascertain due to a lack
of data. The renegotiation of both pathology and radiology contracts
would be subject to sunk costs and small numbers bargaining, which
economic theorists (see Williamson, 1979) believe would increase
the contract costs in subsequent negotiation. Specifically, in radiology
the costs of capital equipment provided by the contractor would make
it highly improbable that the contractor would be changed.

In addition, broader reasoning was apparent and included self-interest,
or opportunism, the power of the union movement and government
ideology. For example, throughout the early 1990s the incumbent radi-
ologists had not been supportive of the hospital and had opened a
private practice in competition with the public hospital service, with the
effect being that all private outpatients were referred to the radiologists’
private clinic. The outsourcing of the radiology service negated the
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power of the radiology incumbents and stopped their manipulation of
the hospital processes to benefit themselves, which had often occurred at
the expense of the hospital service. In pathology, the ability to decrease
the power of the Health Services Union Association (HSUA) No. 4
Branch, representing the medical scientists was raised as a reason for
outsourcing.

Political and economic reasons overlapped, and political reasons pro-
duced economic effects and vice versa. The use of contractors in radiol-
ogy was not simply used to solve the problematic relationship between
the incumbents and management, as the contractor’s provision of new
capital equipment allowed gains to be made in revenue through
increasing patient numbers from 35 to 100 per day. Even though polit-
ical reasons were raised in outsourcing pathology, equally the changes
to funding rendered it highly likely that economic benefits would be
gained through the private provision of pathology. Loss-leading prac-
tices were also used by the private sector to break into the pathology
market, as the change to funding rendered it more profitable. Increased
competition in the pathology and radiology market minimized the
ability of contractors to engage in opportunistic behavior, thereby
decreasing hospital risk, leading to reduced costs. So even if the deci-
sion was pushed by political imperatives, economic benefits resulted
and vice versa.

A cultural perspective was also apparent with decision makers taking
the values and relationships between the parties into account. In food,
and engineering and maintenance services, although management
employed consultants to benchmark these services, they then insisted
that internal staff retain their jobs to repay loyalty and maintain
quality.

This case also showed that clans and relationships could be beneficial
to the organization in external arrangements. In outsourcing radiology,
the relationship between management and operating staff improved,
staff morale raised and on-going long-term relationships benefited all
parties. The sharing of culture and values was enhanced with the trans-
fer of employees from internal employment to the contractor, as in
radiology and pathology. A staff member explained: ‘The private pro-
prietors did the right thing; they were genuine people; they were well-
liked by everyone; and it was a relief because the previous radiologists’
relationship with the departmental staff and the hospital management
was poor’.

But in the non-clinical areas public perception was important and
the managers believed that the local community would view the
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replacement of low skilled blue-collar workers by those from outside
the region unfavorably.

The ideological predilections of the Liberal-National federal and
state governments have also been demonstrated as important in
the outsourcing decision. Transferring services from the public to the
private sphere was an aim of the federal government in altering the
payment for pathology services, which alongside decreased state
government funding gave the hospitals no choice but to privatize
pathology. The state government’s lack of funding for upgrades to
capital equipment meant that, especially in rural hospitals where there
was also a lack of community funds and donations, the introduction of
the private sector into public provision of radiology was imperative.

There are many examples of the use of power and political tactics in
this case. For example, in the operation of the radiology service there
were conflicts of interest, criticisms of hospital equipment by the radi-
ologists to patients and staff, and incompatible personalities, attitudes
and values between the staff and the radiologists. Self-interest was also
evident in a number of cases where workers accepted change more
readily once outsourcing had been used at the hospital, or when it was
threatened. In this regard, employees were willing to become multi
skilled and change work practices to retain their jobs. Managers
referred to this as staff adopting a ‘change culture’. The Chief Executive
Officer (CEO) stated that across all areas of the hospital the staff real-
ized that the hospital would examine outsourcing, so it was better to
work with the organization to provide a better and efficient service.
The power of line and departmental managers was also an important
consideration, as managers within the Food, and Engineering and
Maintenance Departments displayed hierarchical authority and an
ability to alter the Board of Management'’s perceptions. Their selective
use of decision criteria and information was a factor in keeping some
functions in-house. Manipulating figures, selecting appropriate key
performance indicators, and discrediting consultants’ reports were all
examples of political tactics used to sway opinions. In doing so, self-
interest may also have played a part, as once the function was out-
sourced it was likely that the manager concerned may have lost their
position. In addition, the use of outside experts to provide legitimacy
to a decision already made may have been a tactic used in the decision
to outsource radiology. It was interesting that consultants’ reports were
accepted more readily in some areas than others.

Managers often give prominence to the view that reducing costs is
the primary reason for outsourcing however, on the basis of the case it
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is clear that other factors impact on the decision-making. These can
typically be service quality, relationships, loyalty, power, culture and
the idiosyncrasies of the rural labour market. Notwithstanding this,
whether benchmarking and outsourcing was used or benchmarking
alone, the consequences were decreased staff numbers, increased pro-
ductivity, altered work practices, and increased numerical and func-
tional flexibility, alongside increased staff vulnerability and decreased
staff morale.

Case study two: City network

In 1995 the Victorian Liberal-National state government introduced a
network structure for the metropolitan public health service whereby
hospitals, which had been autonomous with their own boards of man-
agement, were subjected to numerous changes to their structures,
systems and work operations. As state governments changed, two sub-
sequent changes to the composition of networks were made. The first
network administered from this site was comprised of four metropoli-
tan hospitals. In November 1997, a larger conglomeration was formed,
comprised of ten hospitals and health services.

The current health network serves a population of nearly 1,000,000
people predominantly living in two areas of the metropolitan city, as
well as offering a range of specialist services for the whole state.
Support services are also provided to two adjoining networks, which
were disaggregated from this network on 30 June 2000. It operates
1200 beds and the major hospital of the network is the State’s leading
teaching and research hospital. In 1995-6 at the time when out-
sourcing was being considered the network serviced 112,910 acute
inpatients and 568,530 acute outpatients. It also treated 3459 psychi-
atric inpatients, 83,170 psychiatric outpatients and 2125 aged care
inpatients.

The hospital network, within the auspices of NCP, embarked on a
review of services in the Infrastructure Division, plus pathology and
pharmacy services. It was conducted within an environment of
turbulent network amalgamations and restructures, continuing oper-
ating losses and numerous benchmarking exercises. A review of the
on-going structural changes since 1995 found that they had an
adverse impact on staff morale and standards. Continual leadership
instability led staff to comment that there was a lack of accountabil-
ity, a lack of consultation, a lack of vision and too great a focus on
fiscal matters.
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Specifically, the result of the review process was that car parking,
gardens and grounds and supply management were outsourced to
external contractors. Internal teams won the contracts for food services
and engineering, whilst pharmacy, pathology and cleaning services
continued operating within the internal hierarchical structure.

The Infrastructure Division was the first area subjected to the process
due to its peripheral nature with regard to patient care and the financial
savings which it was believed could be made through changing work
processes and downsizing. Network management displayed mixed
adherence to the private sector ideological perspective. Although they
market-tested those services recommended by the state government and
used the word ‘mandate’ as an explanation to staff for involvement in
the process, they did not seem to be completely focused on the introduc-
tion of outsourcing per se. Outsourcing was considered but a variety of
other arrangements were used, both before and after the implementation
of NCP.

The contract for the provision of food services was awarded to the
internal team based on increasing efficiency through changing work
practices and introducing new technology. A manager explained that
there was a perception that mass production of food was going to be
cheaper and better. The line manager also claimed the evaluating com-
mittee looked favourably on the changes the in-house team had
already made in reducing staff numbers from 320 to 160 upon aggrega-
tion into the network structure and transforming work practices. On
awarding of the contract ‘wholesale workplace reform’ again occurred
in relation to rosters, work practices and bringing into line the
payment of allowances with industrial agreements.

Pathology was not outsourced due to the high costs of each of the
bids and the realization that costs could not be reduced through out-
sourcing. Due to the nature of the network’s pathology service and
it teaching and research components, the bids were uncompetitive. It
was claimed by the Director that the benchmarking process got lost
in the process, with the total bid cost being based on forward esti-
mates of services that were not being currently provided, whilst there
was a lack of infrastructure and knowledge within the existing system
to costs the service reliably. Hence, management, prior to market-
testing had been unaware of the service’s cost of operation and
looked to the private sector to ‘fix’ the problem and, although work
practices had been altered prior to the bidding process, there was
inadequate investigation of how the service could be operated more
efficiently.
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The outsourcing of gardens and grounds was due to its peripheral
nature which it was believed would produce cost savings on outsourc-
ing through the ability of the contractor to specialize. By transferring
internal staff to the contractor the benefits of using staff with corporate
knowledge would be retained. The contract cost of $160,000 per
annum was less than half of the internal staffing cost of $350,000 per
annum. However, the outsourcing was unsuccessful and after two years
the service was brought back in-house due to problems with quality
and excessive monitoring. A director explained: “‘We couldn’t find the
contractor and we spent so much time going around to check if he’d
done what he should have done in accordance with the contract, it
cost money’. It could be argued that management did not understand
the nature of the contract’s complete transaction costs or that the costs
were simply ignored in the haste to outsource.

The introduction of specialization and expertise were also seen as
advantages in outsourcing supply management to a multi-national
logistic contract organization, but the overarching aim was still to
increase efficiency through changes to management and work prac-
tices, and downsizing. The aim was always to bring the management of
the service back in-house once the contract time was expired. A direc-
tor explained: ‘At the end of the contract the internal staff would
be trained, and the people that went to work for the contractor could
be bought back whilst retaining the knowledge’.

In regard to engineering services, prior to aggregation into the
network structure staff numbers were 160 EFT. Within 12 months,
the network had contracted out 30 selected specialist services, includ-
ing fire, lighting and generators, with accompanying savings of over
30 per cent. So that by July 1996 and with a flatter management
structure staff numbers had fallen to 63. The contract for engineering
services was then awarded to the internal team to increase efficiency,
decrease costs and promote workforce flexibility in the belief they
had the capabilities to downsize, using contractors for specialist tasks,
whilst the use of internal staff provided for the retention of corporate
knowledge. The line manager claimed: ‘We had all the knowledge of
critical areas and the person walking off the street was not familiar
with the operation at the depth that the in-house team had’. Staff
numbers continued to fall so that by 2000 they were reduced to 35.
A director argued that such workplace reform would not have eventu-
ated in a ‘normal’ workplace due to union obstruction. It is interest-
ing to note that contract staff earned higher wages than internal
staff, but provided more flexibility.
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In outsourcing car parking to a private contractor the network was
aiming to reduce costs, increase efficiency and reduce risk, through
introducing expertise in systems, technology and management. Low
trust existed between management and internal staff with perceived
problems of pilfering. Once the service was outsourced, external audits
paid for by the network reduced the opportunity of the contractor to
engage in opportunistic behavior, whilst the contractor introduced
expertise to counter internal problems. Fraud was an apparent risk in
both internal and outsourced arrangements, although external audits
were not considered as an option to minimize risk in the former.

In contrast, pharmacy services were retained internally after market-
testing due to lack of provable benefits in efficiency and the height-
ened risk factors associated with private sector involvement. The
patient contact, teaching and research components involved utilizing
specialist knowledge, which management felt was not available to the
same extent in the private market.

The relationship between food services staff and the network was
one of the reasons given for outsourcing food services to the internal
team, rather then outsourcing to an external contractor. A manager of
a receiver hospital in the network explained that network managers
showed loyalty to the internal team as they believed that the service
was sustainable, in terms of it being long-term with low risk, compared
to the service offered by some external contractors. Although loyalty
could be hardly be said to be pervasive, taking into account the down-
sizing which had occurred prior to outsourcing. The lack of trust
between internal staff and management was an impetus in outsourcing
car parking to an external organization. The gardens and grounds
service suffered from a problematic relationship between the network
and the contractor, although the lack of political problems with inter-
nal provision was not considered to be an advantage of the previous
internal arrangement. Hence, similar to car parking, there was a risk of
opportunistic behavior on the part of the contractor, although the dif-
ference in costs between the internal and outsourced service was so
great that the risk was not considered pervasive. On re-awarding the
contract to a previously employed staff member, expertise was retained
whilst relationships were improved, thus ridding the network of the
political problems.

Goal conflict and power struggles were evident in the internal
management of the supply department with outsourcing used to
change the management style. Similarly, in regard to food services
there was evidence of goal conflict, changing power structures and
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lack of trust, but the contract was awarded to the internal team,
thus allowing for the relationship between upper management and
operating staff to be maintained. The major difference between
supply and food was that in the former, the outsourcing process was
used to remove middle managers, downsize, and alter work prac-
tices, whereas with the latter, downsizing had already occurred. In
addition, there was a lack of management expertise in supply and
outsourcing was used to introduce a learning environment. Further-
more, the outsourcing of food services was claimed to be partly due
to a lack of power of middle managers to influence the decision,
particularly having proved adaptability through introducing and
overseeing change.

One of the rationales in the market-testing of pharmacy services was
the removal of department management, and the market-testing of
pathology services resulted in the exiting of the manager. In relation to
the latter, a director claimed, ‘he felt he didn’t want to be part of the
change...thought it was all too hard’.

In regard to the pathology service, the changing funding arrangements
and industrial relations environment also provided political and ideolo-
gical impetuses for the investigation of outsourcing. Moreover, both
directors and union officials claimed that staff at the affiliated university
and medical staff used political tactics in lobbying for maintaining the
status quo.

Even though the industrial relations environment was generally not
referred to in the interviews, the process was used to alter work prac-
tices and downsize employee numbers. A director explained to the
internal staff:

You can win it, but you're going to have to change your work prac-
tices...As management had the opportunity to set the specifications,
it was a way to change work practices without necessarily having to
go down the track with the unions.

In addition, the director claimed that the process resulted in an effec-
tive bargaining tool in conducting enterprise bargaining negotiations.

I'm saying to them...we kept you in-house, one of the few to have
done that and we're working well, so just go easy with your work
bans. Because, guys, if you're really going to give me a hard time ...
I'll test the market place because the contract’s up - five years, so
legally I can do that.
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Across the State, changing structures from hospitals to networks,
accompanied by centralization of services, downsizing of employee
numbers, geographical re-locations, hospital closures and financial
difficulties saw the union movement reeling from the immense
changes to the environment in which they were operating. In this
instance, the network had greater power than the HSUA No. 1 Branch,
who staffed the non-clinical areas. Outsourcing was only one of many
pressures the union was facing, and hence contracts awarded to inter-
nal teams were seen as the lesser of many evils. In relation to the con-
tracts awarded to external teams, minimal industrial relations problems
eventuated, partly explained by factors, such as the nature of the
labour force and the use of internal labour by the contractor. For
example, car parking was staffed by casual workers who had minimal
power; gardens and ground’s internal staff moved to the contractor;
and the supply contract was a management contract only, notwith-
standing staff numbers decreased by half through voluntary redundan-
cies. Industrial activity only occurred in pathology where the external
conditions provided the impetus for statewide stop work activity. The
wholesale changes imposed on the health organizations rendered staff
very unsure of the future and pressured them into taking voluntary
redundancy packages rather than stay and ‘fight’.

So even though increased efficiency and reduced costs were the
stated rationale for testing all services, it was only in the non-clinical
services where management believed they were achievable by outsourc-
ing. Outsourcing was rejected in the clinical areas of pathology and
pharmacy as it would have produced a heightened risk to patient care,
alongside minimal capabilities in changing work practices and down-
sizing to bring about large cost reductions. In the non-clinical areas,
the use of specialists, who could introduce expertise into internal
departments, was a factor which management believed would assist in
cost reduction and work practice changes. The network also used
downsizing and changes to work practices to achieve cost reduction, in
both outsourced and internal arrangements.

In conclusion, economic reasons were numerous in the network’s
decision-making, whether outsourcing was proceeded with or not. The
availability of specialists and introduction of expertise, both opera-
tional and management, were a high priority and tended to sway the
decisions between an internal and an outsourced arrangement. In
addition, the power of middle managers was a factor that impacted on
the decision-making. When they were seen to be capable of making
change the departments were generally outsourced to the internal
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team, but when management lacked skills or power, external out-
sourcing occurred. The effect of these different processes, however,
were similar. Departments were downsized, working conditions were
altered, middle managers were removed, numerical flexibility was
increased, staff became multiskilled, costs were reduced and morale
was reduced. And in outsourced departments problems of contract
management and ‘cost creep’ on re-awarding of the contract were
spoken of. By awarding contracts to internal teams, the power of man-
agement increased through the continual threat of outsourcing to
external organizations being considered at the contracts’ termination
date. Furthermore managers expected employees to repay them by
minimizing industrial relations activity.

Conclusion

The six reasons for outsourcing initially focused, in economic terms,
on the desire to reduce costs, focus on competitive advantage and
introduce workforce flexibility, and, in political terms, on the desire to
adhere to government ideology, satisfy decision makers’ personal
objectives and improve industrial relations problems. From the evi-
dence of the above case studies, another reason seems apparent,
namely a desire to improve departmental management. Although
management/staff relations have figured in the literature as a reason
for outsourcing (Reilly and Tamkin, 1996; Burgess and Macdonald,
1990), it has tended to focus on the industrial relations imperatives or
problems associated with changing work processes. This chapter has
highlighted the problematic relationship between upper and middle
management and the use of outsourcing to change or improve the rela-
tionship between the two. In some decisions this was achieved by
removing the managers in question, and in others by removing the
middle management layer altogether. In still others the threat of
outsourcing induced managers to introduce change or, by threatening
their power bases, induced them to leave. But the lack of middle man-
agement skills, their unwillingness to change, their use of political
tactics to stop change and the difficult relationship with upper
management have certainly been highlighted as factors leading to the
outsourcing decision (See Young, 2005).

The reasons for outsourcing varied both within and between the
health organizations. The lack of consistency in reasons for, and
the processes of outsourcing show the autonomy of individual boards
of management and managers operating in the health sector. There
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was a general view that, in adhering to government ideology, costs
could be reduced through changing management practices, introduc-
ing more flexible work practices and downsizing. However, specific
decisions about which services were to be outsourced were made on
other bases, which included the characteristics of the labour market,
employee skill levels and the nature of industrial relations, the percep-
tion of what was core in relation to patient care, the level of internal
management skills, the ability of internal teams to implement change
and the relationship between management and staff. Moreover, man-
agers were of the opinion that, in some instances due to minimal sunk
capital costs, the outsourced services could be brought back in-house if
the contracts were unsuccessful, if circumstances changed or once
objectives, such as downsizing or increases in expertise, were obtained.
However, in other circumstances where sunk costs were high, espe-
cially in instances where the contractor provided capital equipment as
in pathology and radiology services, such change was not thought
capable of being accommodated.

The effects of outsourcing did not always align with managers’
expectations, and unintended outcomes were apparent at the two
health organizations. The rural hospital experienced deterioration in
quality with the use of sub-contractors in engineering and mainte-
nance. The risk of increased costs on subsequent contracting out
of clinical services at the rural hospital was also apparent. The city
network also experienced unintended outcomes in gardens and
grounds with deterioration in quality, as well as conflict between the
network management and the contractor which had not been evident
with the use of internal staff. Fewer unintended outcomes were experi-
enced at the city network in outsourcing food and engineering and
maintenance, as the internal teams provided advantages in retaining
corporate knowledge and scope for management to monitor behavior
as well as contractual outcomes.

The termination of contracts was due to poor quality, the excessive
cost of monitoring, and the contractors’ inability to meet the spec-
ifications. In this regard, problems arose as excessive measurement
was costly, especially where the writing of specifications was not
adequately developed.

The interplay of political reasoning and economic effects was also
evident. Even though management problems were an impetus in con-
sidering outsourcing in radiology at the rural hospital, in practice out-
sourcing led to reduced costs and changed work practices. Similarly,
the use of outsourcing to solve industrial relations issues and/or take
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up government funding opportunities also produced financial benefits,
through the injection of private sector capital funds, higher rates of
pay and changes to work practices. Hence, the health sector’s fiscal
environment was linked to the political nature of the decision-making.
Indeed, the industry’s public sector characteristics were crucial to the
political nature of the decision-making, as the bureaucracy were able to
affect the decision-making at individual organizations through board
composition, and changes to network structures and budgets. The
attainment of personal objectives was relevant in the context that
managers’ could exert power to obtain a decision that reflected their
needs, such as maintaining staff levels, retaining their own position,
using new technology, restraining change or fostering change.

When outsourcing was used, cost savings and increases in
efficiency generally resulted. But even when it did not proceed the
results were similar to the use of other change mechanisms, such as
introducing new technology, changing departmental structures and
promoting workforce flexibility. In some cases, not all transaction
costs were included in the analysis. For instance, at the rural hopital
management costs, voluntary departure packages and the risk of
increased contract costs on subsequent tenders were not generally
taken into account. Often managers did not have a clear understand-
ing of internal processes and required outcomes, and outsourcing
was used to develop these through writing the contract spec-
ifications. Furthermore, the use of outsourcing to solve problems of
managing staff was not effective where contract managers were
unaware of the specific requirements of hospital services. In cases
where problematic relationships existed between upper and middle
management, the process, whether outsourcing eventuated or not,
generally improved relationships and staff morale and changed
department management. Hence, a variety of arrangements such as
outsourcing benchmarking and downsizing were used to achieve
similar outcomes.

References

Ascher, K. (1987) The Politics of Privatisation: Contracting Out Public Services
(London: Macmillan Education).

Atkinson, J. (1984) ‘Manpower Strategies for Flexible Organisations’ Personnel
Management, August, pp. 28-31.

Borland, J. and Garvey, G. (1994) ‘Recent Developments in the Theory of the
Firm’ Australian Economic Review, First Quarter, pp. 60-82.

Burgess, J. and Macdonald, D. (1990) ‘The Labour Flexibility Imperative’ Journal
of Australian Political Economy, 27, pp. 15-35.



110 Workplace Reform in the Healthcare Industry

Campbell, I. (1993) ‘Labour Market Flexibility in Australia; Enhancing
Management Prerogative?’ Labour and Industry, October, 5(3), pp- 1-32.

Cannon, D. (1989) ‘Keeping Outsourcing in Hand’ Chief Executive Magazine,
Nov-Dec, pp. 38-41.

Carver, R. (1989) ‘Examining the Premises of Contracting Out’ Public Productivity
and Management Review, 13(1), pp. 27-40.

Cubbin, J., Domberger, S. and Meadowcroft, S. (1987) ‘Competitive Tendering
and Refuse Collection: Identifying the Sources of Efficiency Gains’ Fiscal
Studies, 8(3), pp. 49-58.

Domberger, S. (1994) ‘Public Sector Contracting: Does It Work?’ The Australian
Economic Review, Third Quarter, pp. 91-6.

Domberger, S., Meadowcroft, S. A. and Thompson, D. J. (1986) ‘Competitive
Tendering and Efficiency: The Case of Refuse Collection’ Fiscal Studies, Nov,
7(4), pp. 69-87.

Domberger, S., Meadowcroft, S. A. and Thompson, D. J. (1987) ‘The Impact of
Competitive Tendering on the Costs of Hospital Domestic Services’ Fiscal
Studies, 8(4), pp. 39-54.

Domberger, S., Meadowcroft, S. A. and Thompson, D. J. (1988) ‘Competition
and Efficiency in Refuse Collection: A Reply’ Fiscal Studies, 9(1), pp. 80-90.

Domberger, S. and Rimmer, S. (1994) ‘Competitive Tendering and Contracting
Out in the Public Sector: A Survey’ International Journal of Economics and
Business, 1(3), pp. 439-53.

Donald, P. (1995) ‘Leading Public Sector Management at the City of Melbourne’
in How to Run a Business within Government (Sydney: IIR Conferences Pty Ltd).

Downs, A. (1967) Inside Bureaucracy (Boston: Little Brown).

Dunford, R., Bramble, T. and Littler, C. (1998) ‘Gain and Pain: The Effects of
Australian Public Sector Restructuring’ Public Productivity and Management
Review, 21(4), pp. 386-402.

Eisenhardt, K. M. (1989) ‘Agency Theory: An Assessment and Review’ Academy
of Management Review, 14(1), pp. 57-74.

Evatt Research Centre (1990) Breach of Contract: Privatisation and Management of
Australian Local Government (Leichhardt New South Wales: Pluto Press/Evatt
Research Centre).

Fairbrother, P., Paddon, M. and Teicher, J. (2002) ‘Introduction: Corporatisation
and Privatisation in Australia’ in P. Fairbrother, M. Paddon, M. and J. Teicher
(eds) Privatisation, Globalisation and Labour: Studies from Australia (Sydney: The
Federation Press) Ch. 1, pp. 1-24.

Ferris, J. (1984) ‘Co-Provision: Citizen Time and Money Donations in Public
Service Provision’ Public Administration Review, 44(4), pp. 324-33.

Ferris, J. (1986) ‘The Decision to Contract Out: An Empirical Analysis’ Urban
Affairs Quarterly, 22(2), pp. 28-31.

Fraser, L. (1997) Impact of Contracting Out on Female NESB Workers: Case Study of
the NSW Government Cleaning Service (Canberra: Research and Statistics
Branch, Department of Immigration and Multicultural Affairs).

Hanke, S. H. and Walters, S. J. K. (1990) ‘Privatization and Public Choice:
Lessons for the LDC’s’ in V. Wright and L. Perrotti (eds) Privatization and
Public Policy Vol I, 2000 (USA: The International Library of Comparative Public
Policy Elgar) pp. 331-42.

Hodge, G. (1996) Contracting out Government Services: A Review of International
Evidence (Melbourne: Monash University).



Suzanne Young 111

Industry Commission (1995) Competitive Tendering and Contracting by Public
Sector Agencies, Draft Report, October (Australia: Industry Commission).

Morkel, A. (1993) ‘Industry Clusters and Value-System Strategies for Australia’ in
G. Lewis, A. Morkel and G. Hubbard (eds) Australian Strategic Management
Concepts, Contexts and Cases (Sydney: Prentice-Hall) pp. 389-99.

Pfeffer, J. (1994) ‘Competitive Advantage through People’ California Management
Review, 36(2), pp. 9-28.

Porter, M. E. (1980) Competitive Strategy: Techniques for Analyzing Industries and
Competitors (New York: The Free Press).

Quinn, J. (1992) ‘The Intelligent Enterprise a New Paradigm’ Academy of
Management Executive, 6(4), pp. 48-63.

Reilly, P. and Tamkin, P. (1996) Outsourcing: A Flexible Option for the Future? IES
Report 320 (Brighton UK: The Institute for Employment Studies).

Rimmer, S. (1993) Aspects of Competitive Tendering and Contracting in Local
Government Administration, PhD thesis, University of New England.

Sharp, P. (1995) ‘Competition as Opposed to Outsourcing: The Commercial
Support Program in the Defence Science and Technology Organisation’ in
How to Run a Business within Government (Sydney: IIR Conferences Pty Ltd).

Smith, J. (1991) ‘Corporate Little Helpers’ Australian Business, Aug 7, pp. 44-6.

State Government of Victoria (1996) Competitive Neutrality A Statement of
Victorian Government Policy (Melbourne: Department of Premier and Cabinet).

Stockdale, A. (1995) ‘Contracting Out: A Victorian Perspective’ in J. Guthrie
(ed.) Making the Australian Public Sector Count in the 1990s (Sydney: IIR
Conferences Pty Ltd) pp. 26-9.

Walsh, K. (1991) Competitive Tendering of Local Authority Services: Initial
Experience (United Kingdom: Dept. of Environment, HMSO).

Walsh, K. and Davis, H. (1993) Competition and Services: The Impact of the Local
Government Act 1988 (United Kingdom: Dept. of Environment, HMSO).

Williamson, O. (1979) ‘Transaction-Cost Economics: The Governance of
Contractual Relations’ Journal of Law and Economics, 22, pp. 233-61.

Williamson, O. (1986) ‘Transaction-Cost Economics: The Governance of
Contractual Relations’ in J. Barney and W. Ouchi (eds) Organizational
Economics (San Francisco: Jossey-Bass), pp. 98-129.

Willcocks, L. (1994) ‘Managing Information Systems in UK Public Administration:
Issues and Prospects’ Public Administration, 72(1), pp. 13-32.

Willcocks, L. and Currie, W. (1997) ‘Contracting Out Information Technology
in Public Sector Contexts: Research and Critique’ Journal of the Australian and
New Zealand Academy of Management, 3(2), pp. 34-49.

Young, S. (2000) ‘Outsourcing: Lessons from the Literature’ Labour and Industry,
April, 10(3), pp. 97-118.

Young, S. (2002) ‘Outsourcing and Downsizing: Processes of Workplace Change
in Public Health’ The Economic and Labour Relations Review, December, 13(2),
Pp- 244-69.

Young, S. (2005) ‘Outsourcing in the Australian Health Sector: The Interplay of
Economics and Politics’ International Journal of Public Sector Management, 18(1),
pp- 25-36.



5

Casual and Temporary Employment in
NSW Regional Hospitals

Alex de Ruyter

Introduction

The hospital industry in Australia has been subjected to widespread
change in the last 20 years. Previous chapters of this book have
demonstrated that significant workplace change has taken place in
the hospital industry, as evidenced by the introduction of new man-
agement practices such as benchmarking and enterprise bargaining.
These have been initiated as a response to public sector fiscal auster-
ity and the introduction of private-sector practices under the aus-
pices of New Public Management. There has been an overall increase
in per capita health expenditure in Australia in the last 25 years
(AIHW, 1998, p. 163). However, it has not kept pace with increased
demand for services due to an ageing population. It is here that
demand-side pressures have contributed. Evident is an increasing
role for the private sector, and a diminishing public sector share
of health expenditure. This has been encouraged by a federal govern-
ment, keen to promote private treatment through tax rebates for
private health insurance as a means of reducing public sector
waiting lists. One consequence of fiscal austerity has been work
intensification, compounded by the ‘caring work ethic’ displayed by
health sector professionals.

However, a significant aspect of workplace change in the last
20 years has been the increased use of non-standard employment in
the hospital industry. Non-standard employment is any form of
employment that is not salaried, permanent full-time. This chapter
examines the use of temporary and casual employment in two NSW
regional hospitals.

112
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Background: the growth of non-standard employment

The growth of non-standard employment has been evident both in
Australia, and internationally, and has occurred across industries, occu-
pations, and gender (Standing, 1997). Table 5.1 provides a breakdown of
the standard (permanent full-time) and non-standard share (%) of the
workforce between 1988 and 2000; with the non-standard share in turn
disaggregated into permanent part-time, casual and self-employment
(non employee). From Table 5.1, it is evident that the standard employ-
ment share of the Australian workforce has declined. To a certain extent,
growth in non-standard employment is associated with structural devel-
opments in the Australian economy, including growing feminization of
the workforce and the growth in service sector employment. However,
the important point is that the incidence of non-standard employment
is increasing across the workforce irrespective of gender, industry, sector
or firm size (Burgess and Campbell, 1998).

Table 5.1 The standard and non-standard workforce in Australia
1988-2000

Year Standard Non-std Permanent  Casual Non
Workforce =~ Workforce Part-time Employee
(%) (%) (%) (%) (%)
1988 64 36 5 15 16
1989 63 37 5 16 16
1990 62 38 5 16 17
1991 60 40 6 17 17
1992 59 41 7 17 17
1993 58 42 7 19 16
1994 56 44 7 20 17
1995 56 44 7 21 16
1996 55 45 7 22 16
1997 54 46 8 22 16
1998 54 46 8 21 17
1999 53 47 9 22 16
2000 53 47 9 23 15

Source: Burgess and Strachan, 1999; Burgess and de Ruyter, 2000; ABS, The Labour Force,
Catalogue 6203.0; ABS, Employee Earnings, Benefits and Trade Union Membership,
Catalogue 6310.0. Columns 4-6 sum to give column 3.
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Casual employment has been the dominant component of employ-
ment growth during the 1980s and 1990s (de Ruyter, 2002). In the
“new economy” the vast majority of the additional jobs being gener-
ated are part-time and/or casual. Indeed, it can be said that non-
standard jobs are rapidly becoming standard in Australia. This does
not include the extensive growth in fixed-term contract jobs, sub-
contract employment arrangements and multiple job holdings
(Burgess and de Ruyter, 2000). Casual and fixed-term employees have
considerable advantages in terms of the flexibility they provide to
management. However, the use of casual and agency workers in
particular raises issues pertaining to the continuity of patient care and
in turn poses issues of integration into the workplace and career devel-
opment for the employees concerned. It has been argued that non-
regular employees impose an added cost in terms of making them
familiar with unit procedures and continuity of patient care (Lumley,
2001). Contracting out was increasingly utilized during the 1990s,
with the states initially introducing competitive tendering in garden-
ing and maintenance, catering and even some medical and nursing
services for which demand is irregular (Patrickson and Maddern, 1996,
p- 108; Young, 2003, 2002). Indeed it could be said that

governments at both federal and State levels are no longer seeking
to achieve efficiencies by introducing incremental types of change
which leave the hospital structure and decision processes basically
untouched. Rather they are moving towards a more radical outcome
whereby health activities, including many of those once thought
to be havens of secure job tenure, are now being contracted out to
private providers (Patrickson and Maddern, 1996, p. 105).

There has been some research published on the uses of non-standard
employees in hospital workplaces. In metropolitan areas, it has often
been difficult to fill permanent positions (Allan, 1996; Gough and
Fitzpatrick, 2000), and hospitals have had to recourse to utilizing
casuals and agency workers — an example of supply-side factors
driving the growth of non-standard employment (de Ruyter, 2002).
However, there is a paucity of research on to what extent the use of
non-standard employment can be integrated within wards and depart-
ments. This is an important issue as it raises implications for occupa-
tional health and safety, training, and most importantly, continuity
of patient care. Traditionally, casual employment in particular, has
been conceived of as being short-term and intermittent (see Burgess
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and Campbell, 1998 for a discussion). However, hospitals generally
express a preference for regular, permanent employees (de Ruyter,
2002). There is thus a manifest tension between the need to meet bud-
getary requirements, as depicted by the use of part-timers and casuals,
and the need for providing ongoing quality care.

However, what research there is has tended to focus on the ratio-
nales of using permanent part-time employment, and the advantages
and disadvantages of doing so (Short, 1993; Allan, 1996; Bailey and
Hocking, 1997; Reeves, 1999; and internationally see Arrowsmith
and Mosse, 2000; Hiscott, 1994; Kemp, 1994). There is also the pre-
dictable slant towards examining the labour use practices of the
nursing workforce, whilst the work practices for ancillary employees
and allied health employees have remained relatively unexplored.
Similarly, the uses of casual and temporary employees have received
less attention (Allan, 1996; Lumley, 2001 being notable exceptions). In
part, this reflects the highly feminized nature of the industry itself and
the numerical dominance of the nursing cohort, with the result that
most attention is focused on whether female part-time employees
attain an adequate career-life balance; as typified in the debate sur-
rounding the integrative capacity of part-time employment (Short,
1993; Bailey and Hocking, 1997).

Whilst not seeking to deride the importance of research into the
dynamics of permanent part-time employment, the fact remains that
many permanent part-time employees are in the mid-stage of their
careers, and typically are constrained to working part-time because of
family/child-rearing duties (Allan, 1996; de Ruyter, 2002). Such research
therefore is of less use in highlighting how potential employees are
drawn into the workplace, particularly younger workers, who are more
likely to gain a foothold in the hospital workforce through casual/
agency or fixed-term appointments (de Ruyter, 2002).

Thus, there is a need to further explore how casual workers, agency
workers, and fixed-term workers in particular are utilized within the
workplace. Allan (1996) found that in the public sector, casual employ-
ment and agency employment was used to cover for short-term absences
such as sick leave, while temporary/fixed-term employment was used vir-
tually to cover only for extended absences such as maternity leave.
Where non-standard employment was more extensively used, it was
more for supply-side reasons. In medicine a chronic shortage of staff led
to the widespread use of casual and part-time Visiting Medical Officers
(VMOs). In contrast, Allan (1996) found that the use of non-standard
employment was greater in the private sector hospitals studied (‘Privcare’
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being a for-profit private hospital). Privcare had the greatest incidence of
non-standard employment: only 18 per cent of its employees were per-
manent full-time. Casual employees comprised 44 per cent of the work-
force and permanent part-timers 38 per cent during 1994. Privcare had
an overriding imperative to minimize costs, and thus utilized casuals,
although they faced a relatively stable demand for services. Allan’s study
emphasizes demand-side factors as driving the use of casual and tempo-
rary employment. How widespread are these trends? Evidence from met-
ropolitan areas (Lumley, 2001; Gough and Fitzpatrick, 2000) for nursing
in particular indicates that permanent positions often cannot be filled,
and that nurses are choosing to work on a casual or agency basis. The
nation-wide shortage of nurses has been recognized by governments,
with the NSW State government, for example, trying to attract more
people into nursing courses and encourage former nurses to return
to practice (Sub-Regional Newspaper, 2000, p. 56). Evidence suggests that
casuals and temporary employees display less commitment to the
workplace, and can be less-skilled (de Ruyter, 2002). This in turn poses
implications for quality and continuity of patient care. It is thus of
importance to ascertain the factors contributing to the uses of casual and
temporary employees in the workplace.

Method

Case studies on two hospitals in a region of New South Wales were
conducted between 2000 and 2001. The selected region offered a
number of distinct features, which increases the merit of case studies
conducted within it. There is a long tradition of formalized industrial
relations practices, and the commitment of the regional union move-
ment to ‘constructive’ workplace change. This was evidenced through
the development of highly effective site agreements, and placing prior-
ity on regional issues over national trade union issues. The region also
contains a significant proportion of disadvantaged people, and a
higher proportion of elderly people than the NSW state average, which
reinforces the requirement for comprehensive health services to meet
their specific needs. Most importantly, the region is perceived as
having an attractive lifestyle and is located near Sydney. This serves to
potentially increase the number of individuals attempting to obtain
work at the hospitals within it, and higher average tenure levels as
individuals stay in the area.

One case study was conducted in the public sector: this was con-
ducted within the regional Area Health Service, here designated as
‘Regional Health’ at a hospital designated as ‘Public Hospital’. Another
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case study was conducted in the private sector, in a hospital that is
owned by an operator that runs private hospitals throughout Australia:
‘Private Hospital’. Pseudonyms were used for privacy and confidentiality
reasons. All privately collected information was subject to ethics clear-
ance procedures enforced by the local health authorities. The case
studies followed the method used by Allan (1996), in which employ-
ment information was used to construct cohorts for which employment
composition could be identified, followed by interviews with managers
and employees. This approach can overcome the restrictions of using
self-administered questionnaires and enables a greater understanding of
the idiosyncrasies and undercurrents in each enterprise.

Temporary and casual work in public hospital

Public Hospital is one of the oldest hospitals in Australia. It provides a
number of specialist services, including orthopedics; rheumatology; reha-
bilitation medicine; and a range of outpatient services (1997-8 Annual
Report). Allied health services such as physiotherapy, occupational
therapy, speech therapy, and social work are also available at the hospital.
The hospital also had a collaborative venture with a church welfare group
that provided ‘transitional care to elderly patients who have been dis-
charged from acute hospitals and are awaiting permanent residential care
placement’ (Establishment Profile). As at 30 June 1998, it had a yearly
average full-time equivalent of 464.7 staff employed; 119.7 average avail-
able beds; and 95.8 daily average inpatients. Apparent from Table 5.2 is
that the non-permanent workforce, while not insignificant, is still only a
minority of the workforce. Table 5.2 gives a breakdown of casual and
temporary employees in Public Hospital, as at August 1999, in terms of
numbers, and as a percentage of the total hospital workforce. Temporary
employees (full-time plus part-time) and casual employees comprised
about 13 per cent and 11 per cent of the workforce respectively.

Table 5.2 Public hospital, temporary and casual workforce, August 1999

Employment Females Males Total
type # % # % # %
TFT 21 4.9 18 12.0 39 6.8
TPT 27 6.4 13 8.6 40 7
Casual 51 12.1 11 7.2 62 10.8

Source: Regional Health, Payroll database
Notes: TFT = temporary full-time (fixed-term) TPT = temporary part-time (could be fixed-
term or paid by the hour; ‘casual’)



118 Workplace Reform in the Healthcare Industry

The restructuring of NSW public hospitals into area health services
in 1988 (de Ruyter, 2002) resulted in employees of NSW Health being
designated as employees of the area health services for payroll and
personnel purposes. However, employees were still attached to their
individual hospitals when it comes to the allocation of work and deter-
mination of rosters. Thus, an employee at one hospital conducted all
their work at that hospital. Very rarely were staff pooled or shared. In
extreme cases it is possible to seconde staff from one hospital to
another, say in the case of a severe shortage of staff within a ward.
Even casual employees tended to work for the one hospital, as unit
managers (wWho determine the allocation of shifts) preferred employees
to demonstrate loyalty to, and familiarity with, the establishment. This
however, did not preclude the possibility of promotion or transfer to
another hospital (within a health service, or to another health service)
should positions become available. Indeed, progression could occur
between hospitals in an area health service and into other area health
services, via horizontal job ladders.

Examining employment in Public Hospital indicated a significant use
of casual and temporary employment across occupational groups, as
shown in Table 5.3, ranging from 29 per cent of the nursing cohort, to
less than 11 per cent of the administrative and clerical cohort. There
was a high use of casual employment particularly in the nursing cohort.
Casuals were often recruited through an agency. Often the agency was
the first port-of-call for Public Hospital to obtain casuals, rather than
incurring the costs of advertising directly — the agency then served as a

Table 5.3 Public hospital: temporary and casual workers by occupational
group (cohort), August 1999

Staff type TFT TPT Casual Total* % of

#) #) #) #) cohort
Administrative and clerical 1 6 - 7 10.4
Allied health and diagnostic 6 10 - 16 20.8
Medical 8 - 2 10 22.2
Nursing 14 - 60 74 28.5
Support and domestic 10 24 - 34 27.9
Total 39 40 62 141

Source: Regional Health, Payroll database
Notes: TFT = temporary full-time (fixed-term), TPT = temporary part-time
* total temporary and casual



Alex de Ruyter 119

screening device, for which a small commission was paid.! Thus, casuals
were considered as employees, under the guise of a casual contract of
employment (Interview: HR Officer #1, 25 October 1999). Hence, they
are classed under casuals in this chapter (nursing was the only occupa-
tional cohort for which agencies were regularly used). Not all casuals are
recruited through agencies —some were ‘recruited’ directly by Regional
Health. At the time of the research, only the medical and nursing
awards stipulated a distinct category of casual employment. Other
awards referred to the looser category of ‘temporary’ employment
(which could be fixed-term or effectively casual). The following section
examines the use of the different types of non-permanent employment
at Public Hospital.

Fixed-term employees tend to be used for two reasons: to cover for
extended absences; and as a probationary and a training device. In
maintenance, four employees were apprentices on fixed-term contracts
at the time of writing. In nursing, a major consequence of the increased
use of casual and fixed-term (temporary) work is that direct entry
into permanent entry-level positions no longer occurs. Graduates enter
into a 12-month fixed-term internship. The graduate placements are
full-time and consist of nurses who undertake rotation between inner
city establishments and other regional health establishments for the
year. At the completion of their contract they might or might not be
offered permanent work. Generally they go onto an eligibility list for
permanent employment however in practice this usually means
working as a casual. As one manager explained,

at the end of the year, if there’s any permanent positions - in my
recollection I don’t think a lot of them got permanent positions — if
there’s a position they can get one, but most of them go onto casual
positions, and they go onto an eligibility list in HR (Manager 4).

A number of employees were on temporary contracts at the time of
the research. These were primarily low-skilled hospital assistants in the
support and domestic divisions. The Support Services and Catering
units displayed a high usage of non-standard employees. In Support
Services (cleaning and laundry) there were ten temporary employees as
at November 1999 (Manager six), of which six were regular fixed-term
employees who were working 40 hours a week and thus were full-time,
and four were ‘casual’/irregular. Cost was a primary factor in using
these employees, allowing the hospital to better adjust staff numbers to
demand and hence make budgetary savings. Temporary full-time and
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temporary part-time employees were also used to fill in for absences,
and for positions where a permanent appointment had not been made,
for example during a staff freeze.

A major disadvantage as perceived by managers of using temporary
part-timers was that they were ‘sectorized’, in that they could work for
more than one hospital within Regional Health. Hence, a temporary
part-timer might not be ‘available’ when a unit manager required them
as they might have already taken a more ‘choice’ shift at another estab-
lishment (Manager 22). On some occasions this impeded their accep-
tance by the permanent workforce. In Support Services though, the six
temporary employees who have been employed on an ongoing basis had
experienced multiple contract renewals, generally on a three-month
basis — giving them a high degree of familiarity with the units (in effect
regular employees). Furthermore, it was notable that as these employees
had worked more than 13 weeks continuously, they were viewed by the
Health and Research Employees’ Association (HAREA) as warranting per-
manent jobs. This subsequently occurred following the negotiation of
a new Health Employees’ Award later in 2001, with the emergence of a
new specific short-term category of employment designated as casual.

In contrast, as the overwhelming majority of casuals were in nursing,
the following discussion will pertain to nursing employees only. The
casual workforce was not homogeneous and comprised two distinct
groups. There were those who wanted to work casually; usually women,
who were constrained by child-rearing duties. Other casuals expressed a
preference for being able to ‘choose’ when they did their work and
avoiding getting involved in ‘office politics’ and administrative duties. It
is of interest to compare this to metropolitan hospitals. In many hospi-
tals, permanent positions cannot be filled. Rather, there is evidence
to suggest that many nurses choose to work on a casual basis for the
flexibility and freedom from administrative responsibilities it entails
(Lumley, 2001). However, a distinct feature of casual employment in
hospitals in the region was the phenomenon of individuals working
casually because they could not obtain a permanent position, and thus
were trying to use casual work as a bridge to permanent employment.
Managers suggested that the lifestyle attractions of the region were a
prominent reason for nurses taking on casual positions, in the hope of
subsequently obtaining permanent employment. While casuals were
seen as necessary to cover short-term absences, some were also perceived
as less loyal to the area where they work and less skilled:

a problem with some casuals is lack of loyalty to the ward — they
only work their hours and that’s it. Some are double-booked on
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other hospitals’ pools which causes problems in availability, and
some have slapdash practices and they get away with it because
they’re not being supervised day after day-it seems that they can be
less-skilled even though they’re presented as skilled (Manager 14).

When we need a casual, we just contact the nursing office and they
send us whoever. However it doesn’t always mean that they know
what they’re doing when they come in when they get to the ward
(Manager 16).

Casuals could specify their hours, unlike permanent part-timers who
had to work at least 20 hours per week. The use of casuals for covering
short-term absences thus presented a distinct advantage over perma-
nent part-timers in that there effectively was no minimum to the hours
they must work. However, it was those casuals who readily made them-
selves available/on-call that were more likely to get permanent
work-they were around more often and were more able to become part
of a ward and acquire new skills through on the job training. Indeed,
casuals were less likely to get access to staff training. There was a per-
ception from management that it was not worth investing in someone
who might not be around for long (see also Lumley, 2001: 96). If
casuals wanted to attend courses they generally had to pay for it them-
selves (Manager 14), and attend in their own time (Manager 16). There
was also evidence that some tension existed between casuals and
permanent employees:

life as a casual can be very hard because they don’t have a home to
go to. They'll tell you that sometimes it can be hard because some of
the permanent staff sometimes look down on them. This happens
because they don’t think they're going to get the same amount of
work out of the casual, even though we’'ve got some very good
casuals. The casual isn’t used to the routine, so casuals can be alien-
ated from permanent staff. You get some casuals coming down to
the roster office saying ‘I don’t want to work in that area again; the
nursing staff are awful.” (Manager four).

The use of a casual to a ward was also perceived to result in extra paper-
work for regular ward staff (Manager 16). How widespread such tensions
were is difficult to determine. The same manager (16) suggested that
tension between permanent and casual employees was not widespread.
Rather, it was suggested that the lack of ward knowledge and skills
exhibited by some casuals provided an opportunity for permanent staff
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to ‘demonstrate’ their knowledge to such casuals. Indeed, ‘it makes them
[regular staff] feel important because they know something someone else
doesn’t’ (Manager 16). The potential for tension could also be reduced
because of the hospital’s relatively small size — meaning that it would be
more likely that the casual was already known to regular staff, and hence
having some type of social connection with them.

Though not official hospital policy, both casual employment and
fixed-term employment could fulfill a probationary function — when the
individual concerned was able to obtain permanent work afterwards.

Temporary and casual work in private hospital

Private Hospital provides a number of services, including medical,
surgical, oncology, psychiatric, in-vitro fertilization (IVF), pathology,
radiology, and rehabilitation services. The hospital is also able to
accommodate patients of considerable acuity, with a four bed intensive
care unit (primarily coronary care patients), and provides specialist
services in orthopedics, urology, ophthalmology, plastic surgery, and
cardiology. Private Hospital however, focuses on elective surgery (some
minor procedures can be conducted in the acute injuries area). The
number of services has diversified in recent years, as the establishment
of an oncology unit demonstrates. Private Hospital, then, is providing
services that are also found in public hospitals. It operates on a
for-profit basis (generally through health insurance funds).

In contrast to Public Hospital, the non-permanent workforce repre-
sents a significant proportion of the total, at some 45 per cent of the
workforce during May 2000. This is a reflection of deliberate company
policy to recruit people into casual (and permanent part-time) posi-
tions.? Table 5.4 provides a breakdown of casual and temporary
employment compared to total employment for Private Hospital. In
contrast to Public Hospital, (at the time of the research) private sector
awards allowed for the use of casuals across all occupational groups.
From Table 5.4 it is apparent that casualization was particularly evident
in the nursing and allied health cohorts, where slightly over 50 per
cent of employees worked (or were on the books) as casuals. In con-
trast, the administrative and clerical cohort was the least casualized,
with fewer than 17 per cent of employees employed on a casual basis.
Some 13 per cent of males and 35 per cent of females across the hospi-
tal worked on a permanent part-time basis. Thus, it was notable that
casual employment comprised the largest single category of employ-
ment for both males and females, as demonstrated in Table 5.5.



Alex de Ruyter 123

Table 5.4 Private hospital: temporary and casual workers by
occupational group (cohort), May 2000

Staff type TFT TPT  Casual  Total * % of
(#) (#) (#) (#) cohort
Administrative and clerical - - 8 8 16.67
Allied health and diagnostic 2 - 30 32 52.46
Medical - - 6 6 75
Nursing 1 1 136 138 51.49
Support and domestic - - 13 13 27.08
Total 3 1 193 197 45.4

Notes: TFT = temporary full-time, TPT = temporary part-time
* total temporary and casual.

Table 5.5 Private hospital, temporary and casual workforce by gender,
May 2000

Employment Females Males Total
type # % # % # %
TFT 2 0.5 1 1.3 3 0.6
TPT 1 0.5 - - 1 0.2
Casual 158 44.0 36 47.0 194 * 447

Source: Private Hospital, Payroll database

Notes: TFT = temporary full-time (fixed-term) TPT = temporary part-time (analogous to
casual)

* includes one employee of unknown occupational status

However, temporary employees (full-time or part-time) could only
be employed on that basis for up to 13 weeks. Employment beyond
13 weeks required conversion to permanent full-time or permanent
part-time status under the relevant awards. It is not surprising then
that there were only four temporary workers at the Hospital as at May
2000. Labour variability to match demand was achieved through
casuals and permanent part-timers. Where temporary employees were
used, it was typically to cover for medium-term absences, such as that
brought about by a permanent employee being on maternity leave
for example. Thus the discussion in this section will focus on casual
employees only.



124 Workplace Reform in the Healthcare Industry

Table 5.6 Length of service, casual nurses, private hospital, May 2000

Length of service (years)

Unit 0-<1 1-<2 2-<3 3-<4 4-<5 5-<10 10+ Total
Casual pool 13 21 6 - 2 5 - 47
CD - 1 - 1 - - - 2
IC 1 3 1 - - - -

IVF Unit - 1 - - - - -

Oncology 1 - 1 - - - - 2
Theatre 2 5 1 - - - 2 10
Psych ward 1 1 - 1 - 1 - 4
Other wards 21 20 9 10 4 1 - 65
Total 39 52 18 12 6 7 2 136

Source: Private Hospital, Payroll data.
Notes: CD = Central Sterile Supply Department; IC = Intensive Care Unit.

The need to balance quality service with bottom line considerations
was attempted through the extensive use of casual employees. In
nursing, casual employees formed the largest cohort, with slightly over
50 per cent of employees working (or at least available to work) on a
casual basis. Recruitment in nursing was usually directly into the casual
pool. From the casual pool, casuals seeking permanent employment
could apply for permanent part-time positions. Thus, casual employ-
ment served as an entry point and as a screen. The casual pool nurses
were recruited through an agency, but were on the payroll and thus
could be considered employees of the hospital. A majority of casuals
had employment duration of less than two years (approx. 67 per cent),
as seen in Table 5.6.

This provided a contrast to permanent employees, of whom only
10 per cent had less than two years’ service. This suggested that
casuals who wanted permanent work either obtained it relatively
quickly, or did not and then left the organization. Notable were two
casuals in theatre with more than ten years service (both females). The
data however did not reveal changes in employment status, thus it
should not be automatically assumed that a casual with, for example,
ten years service had been casual for the whole period of employment.
Casuals were also less likely to be reimbursed for non-essential staff
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training, as they were perceived by management to have fewer ties to
the organization. As one manager explained,

they might be busy, they might go to Japan, you never know. They
have to do their traditional courses, the manual handling, and the
OH and S. But no, I couldn’t say to one of them ‘I'll pay for you to
go to the pain course for a day’ (Manager 31).

There was a perception from some managers that the amount of
funding devoted to training was small. This was ascribed to pressures
to cut costs: ‘they’re funny with their budgets here — they say they
want to offer training, but they give you a thousand dollars a year,
which is hardly anything’ (Manager 37). In this context, training was
seen as something that could be externalized onto the employee.

Across support units such as catering and housekeeping, casual
employment was widely used - providing distinct advantages to the
Hospital in being able to adjust hours worked to patient demand,
thereby driving down costs. Labour adjustment in the kitchen could
take place within two hours, with the availability of casuals on-call
(Manager 40). In housekeeping, with cleaning shifts mostly commenc-
ing in the early morning to work around peak levels of activity (princi-
pally the operating theatres), there is little need for full-time employees
(Manager 44). In these low-skill occupations, opportunities for promo-
tion appeared to be minimal. In the kitchen, job ladders constituted
only three levels of incremental progression before reaching the pro-
motional position of Manager. Hence, career structures in these areas
appeared to be minimal, though employees could be multiskilled
across a number of areas: cleaners being given work in catering for
example. This practice further served to enable the Hospital to adjust
labour use in the face of varying demand by shifting employees
between units (Manager 40).

It is evident that changes in work practices have taken place in
Private Hospital with the advent of the current owner. However, there
was little evidence to suggest that Private Hospital had pursued strate-
gies of segmenting its workforce. In common with Allan’s (1996)
findings, non-standard employees across all occupational groups could
perform essentially the same range of functions as standard employees.
Some degree of occupational segregation is evident, with males domi-
nating managerial and medical positions, and females predominate
in nursing and clerical positions. However, it is difficult to assess
whether this is a persistent trait. The medical cohort is quite small and
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not particularly representative of the hospital as a whole. With males
being heavily represented at managerial level, there is some evidence
to indicate that women are largely confined to lower levels of the job
ladder.

Discussion

Evident from the two case studies is that casual and fixed-term employ-
ees were extensively used in the hospitals studied. However, there was
very little use of outsourcing in either hospital. Furthermore, the pres-
ence of involuntary casual (and temporary/fixed-term) employment was
a distinct phenomenon in the hospitals studied. Indeed, there was a
considerable excess of labour supply over labour demand for nursing
within the region. This is evident in casuals wanting permanent work
but being unable to obtain it. In contrast, in metropolitan areas, hospi-
tals are offering permanent full-time positions that cannot be filled
(Gough and Fitzpatrick, 2000; Lumley, 2001).

Both Public Hospital and Private Hospital displayed the same excess
of labour supply, suggesting the need to consider local variations in
labour supply and demand, rather than a narrow focus on public
versus private. When interviewed on the reasons for working casually
in a regional area when permanent full-time work was available in the
capital cities, most employee respondents stressed lifestyle choice. The
influence of lifestyle and excess supply is also reflected in the lengthy
tenure and low staff turnover of permanent employees. Furthermore,
government policies, such as NSW State government initiatives to
attract more people into nursing courses and encourage former nurses
to return to practice (Sub-Regional Newspaper, 2000, p. 56), could
serve to increase the potential supply of nurses. This was recognized by
managers:

The reason they’re here is because they want to stay in [the area].
There’s plenty of work in Sydney. However, we don’t have a short-
age of staff as such here. We have a theoretical shortage of perma-
nent staff, but we have casuals available to work all shifts (Manager
33).

In this context, managers were acutely aware of the relative abundance
of potential employees, enabling them to utilize casuals to work
regular shifts. Managers in all of the hospitals were thus able to iden-
tify casuals that expressed a distinct willingness to work whatever shifts
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were available, across occupations, and use them in preference to other
casuals who were not as compliant. Calling on the same casuals meant
that the casual built up familiarity with ward practices and hence pro-
vided managers with the benefits of permanent employees with respect
to loyalty and productivity. It also led to such employees receiving
greater acceptance from permanent staff. However, the casual still did
not receive job security in return. The need to have reliable and regular
employees meant that casuals were effectively performing work that
could be deemed as permanent, as seen with 33 per cent of casuals at
Private Hospital with two or more years’ service. Casuals in turn were
aware of their employment insecurity and noted that management did
not even have to dismiss them. An alternative to dismissal was simply
to not offer shifts to casuals deemed to be unreliable or problematic.

The increase in fixed-term appointments, as used for probationary
purposes, can partly be attributed to changes in clinical professions in
the last 20 years, with in-house basic training being supplanted by uni-
versity training. In part, this reflects increasing professionalization (and
attendant lengthening of career ladders) within the allied health and
nursing occupations in particular. However, the externalization of
basic training can also be seen as a cost-cutting measure for govern-
ment, with clinical students now having to pay for a degree education
through a graduate tax applied under the Higher Education Contribu-
tion Scheme (HECS). This situation is exacerbated by the fact that
casual employees had less access to funded training. Indeed, from the
case studies it is apparent that a consequence of utilizing casuals is that
the provision of training can become more externalized — in many
cases falling on the employee concerned directly, if not essential to
performing basic duties. The externalization of training poses a
number of issues, both for the employee and the employer.

For the employer a key issue is continuity of care for the patient,
which can be compromised if a different succession of casuals and
agency workers are utilized. However, to the extent that the circum-
stances of the regional labour market enabled the use of regular
casuals, this problem appears to have been alleviated. A secondary
problem is whether casuals are accepted by the permanent workforce.
Again, to the extent that they were regular casuals, this increased their
familiarity with units and work practices. Where specialized knowledge
was required (for example, in intensive care units), the employer could
provide training to a casual when needed.

For the employee, a consideration is whether the likelihood of
receiving less training would inhibit their career development. In
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nursing and allied health, the evidence presented suggested that
casuals were attracted to the region for lifestyle purposes. If a perma-
nent job was not obtained then they could obtain a job in Sydney -
where permanent work was available. Similarly, those on fixed-term
contracts also had the option to relocate if a permanent job was not
available. This would suggest that career development is attainable
for a casual or fixed-term clinical employee prepared to move between
establishments (‘horizontal job ladders’). In lower-skill occupations,
the presence of involuntary casual and temporary work was more prob-
lematic as the manifest shortage of clinical employees at an Australia-
wide level was not similarly evident in areas such as cleaning and
catering. Thus, relocation to a metropolitan area was less of an option.
This situation was recognized in the NSW public hospital sector
with the negotiation of an award that meant temporary employees
with more than 13 weeks continuous service were converted to perma-
nent (a situation that already existed in private hospitals).

Thus, from this study, it is evident that the greater the degree of ‘reg-
ularization’ of employment, the greater the acceptance of a casual or
fixed-term employee into the workplace. The desire for regular employ-
ees is most clearly apparent in the manifest distaste of hospital man-
agement to utilize agency workers — where agencies were used it was to
perform recruitment. The fee an agency attracts also represents an
added cost to budget-conscious managers. The occasional occurrence
of tension between permanent and non-permanent employees suggests
a need for clearly-defined grievance and dispute resolution procedures,
both at a formal and informal level, in order to minimize tensions.
Further, the higher commitment and patient knowledge displayed
by permanent employees demonstrates the clear benefits of having
regular, permanent employees. Indeed, where issues of flexibility as
opposed to continuity of care is an issue, then it would be better to
accommodate these trade-offs through an extended use of permanent
part-time employment and flexi-time (where practicable).

Conclusion

This chapter has shown that the use casual and temporary employment
has been a significant aspect of HRM practice in hospitals. Casual and
fixed-term employment provided advantages to hospital management
vis-a-vis cost reduction and flexibility. However, at the same time,
hospital management desired to have regular employees, who could
demonstrate familiarity with unit practices, and (for clinical positions
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particularly), maintain quality continuity of patient care. Where casual
and fixed-term employees were perceived not to demonstrate the same
idiosyncratic knowledge of unit procedures, there was scope for tension
to arise. This chapter in turn has suggested two approaches to counter-
ing this problem (where it exists). One approach is to seek to regularize
hospital employees where possible, through extending the benefits of
standard employment to non-standard employees. In this schema, flexi-
bility would be achieved through the use of practices such as flexi-time,
permanent part-time employment, and annualized hours contracts
(as indeed is practiced for managerial positions at Private Hospital).
Alternatively, where casual and fixed-term (temporary) employment
must be resorted to, recognition needs to be made of the need to reduce
barriers between permanent and non-permanent employees — both
through information sharing, and through ensuring that casuals and
fixed-term employees have the same access to skills development as
permanent employees.

Notes

1 Unfortunately, no data was available on the extent of agency use, or the
number of employees recruited through agencies.

2 It should be noted that the figures for casuals include all casuals ‘on the
books’, and not just those actually working. However, from payroll data
and interviews with Hospital managers, it is apparent that casuals and
permanent part-timers contribute a majority of the hours worked at the
hospital.

References

Allan, C. (1996) Labour Utilisation in Queensland Hospitals Unpublished Ph.D. Thesis
(Faculty of Commerce and Administration, Griffith University, Queensland,
Australia).

Arrowsmith, J. and Mosse, P. (2000) ‘Health Care Reform and the Working Time
of Hospital Nurses in England and France’ European Journal of Industrial
Relations, 6(3), pp. 283-305.

Australian Bureau of Statistics (2000a) The Labour Force, Catalogue 6203.0.

Australian Bureau of Statistics (2000b) Employee Earnings, Benefits and Trade
Union Membership, Catalogue 6310.0.

Australian Institute of Health and Welfare (1998) Australia’s Health 1998, AIHW
Cat. AUS 10 (Canberra: ATHW).

Bailey, J. and Hocking, J. (1997) ‘Part-time Work for Nurses: A Case Study’
International Employment Relations Review, 3(1), pp. 1-20.

Burgess, J. and Campbell, I. (1998) ‘The Nature and Dimensions of Precarious
Work in Australia’ Labour and Industry, 8(3), pp. 5-22.

Burgess, J. and de Ruyter, A. (2000) ‘Declining Job Quality in Australia: Another
Hidden Cost of Unemployment’ The Economics and Labour Relations Review,
11(2), pp. 246-69.



130 Workplace Reform in the Healthcare Industry

Burgess, J. and Strachan, G. (1999) ‘The Expansion of Non-standard Employ-
ment in Australia and the Extension of Employers’ Control’ in A. Felstead and
N. Jewson, (eds) Global Trends in Flexible Labour (London: Macmillan Business)
pp- 121-40.

de Ruyter, A. (2002) Labour Use Practices in the Regional NSW Acute Hospital
Industry Unpublished Ph. D. Thesis (Faculty of Business and Law, University of
Newcastle, Newcastle, Australia)

Gough, R. and Fitzpatrick, M. (2000) ‘Restructuring in a Major Public Hospital’
Proceedings of the 14th AIRAANZ Conference, February 2-4, (Newcastle) pp. 154-59.

Hiscott, R. (1994) ‘Changes in Employment Status: The Experience of Ontario
Registered Nurses’ Canadian Journal of Nursing Research, 26(2), pp. 43-60.

Kemp, J. (1994) ‘Career Paths Revisited: The Experiences of Graduates in
Nursing Who No Longer Work Full-time’ Journal of Advanced Nursing, 20(2),
pp- 377-81.

Lumley, C. (2001) ‘Casualisation in Nursing: Friend or Foe?’ Unpublished
Master’s Thesis (School of Public Health, La Trobe University).

Patrickson, M., and Maddern, J. (1996) ‘Human Resource Management in
Hospitals: A Contested Arena for Jurisdiction” Australian Health Review, 19(3),
pp- 104-16.

Reeves, K. (1999) Part-time Work and the Satisfaction of Organisational and
Employee Needs: A Case Study in Public Hospital Nursing Honours Thesis (School
of Management, University of Newcastle, Newcastle, Australia).

Short, C. (1993) ‘Part-time Work: Barriers to Integration into the Mainstream
Full-time Workforce’ Paper presented to the Conference of Economists (Perth:
Murdoch University).

Standing, G. (1997) ‘Globalization, Flexibility and Insecurity’ European Journal of
Industrial Relations, 3: 7-37.

Young, S. (2003) ‘Outsourcing and Benchmarking in a Rural Public Hospital:
Does Economic Theory Provide the Complete Answer?’ International Journal of
Rural and Remote Health, 3 {online} http://rrh.deakin.edu.au

Young, S. (2002) ‘Outsourcing and Downsizing: Processes of Workplace Change
in Public Health ‘ The Economic and Labour Relations Review, December, 13(2),
pp- 244-69.



6

The Processes of Workplace Change
for Nurses in NSW Public Hospitals

Nadine White and Mark Bray

Introduction

Over the last two decades, public hospitals in New South Wales have
seen huge workplace changes that have been caused by two main
imperatives: increasingly neo-liberal solutions to public sector manage-
ment by governments of both political complexions, which have led to
great pressure for increasing efficiency and reductions in costs; and
health sector-specific cost increases associated with new medical tech-
nologies and procedures. The cumulative effect of these two impera-
tives has been transmitted through strict limitations on funding and
new hospital budgeting regimes that have forced hospital managers to
seek new and cheaper ways to deliver patient care (Bray and White,
2002).

Many of these changes, in New South Wales and beyond, have
become the focus of research. To cite just some of the studies, Bloom
(2000) presents a collection of papers on the broad financial, provision
and regulatory restructuring of the sector that devotes some attention
to the changing roles of clinicians and models of reform in primary
care and hospital treatment. Braithwaite (1993a, 1993b, 1997) provides
several accounts of the pressures in the sector and the consequent
organizational restructuring and workplace changes they produce in
hospitals. One conclusion that parallels other research about work
intensification is that the emphasis on cost reduction and increased
productivity — what he calls the ‘cult’ of ‘more is good’ — does not nec-
essarily produce better outcomes for patients (Braithwaite, 1997).
Barnett, Buchanan, Patrickson and Maddern (1996) and Leece (1999,
2000) address the role of the human resource function in the manage-
ment of change within the health sector in South Australia and Britain.

131
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At a more micro-level, Gough and Fitzpatrick (2000) explore the impli-
cations of change for nursing managers in Victoria and Boyce (1991,
2001) describes the widespread change in the organization of work of
allied health professionals. The intensification of nurses’ work in
Queensland and New South Wales is highlighted by Allan (1998) and
White and Bray (2003, 2004).

This chapter focuses particularly on nurses within New South Wales
public hospitals and two aspects of the workplace change they experi-
enced. Firstly, in terms of the substance of change, this chapter empha-
sizes changes in ‘work practices’, which were defined by Sutcliffe and
Callus (1994, p. 207) as: ‘...the formal and informal work arrangements
and rules that influence the way that jobs and tasks are performed’ (see
also Alexander and Lewer, 2004, p. 313). In particular, changes to work
practices affect the type of work tasks that nurses perform and the
number of work tasks they are expected to perform. A recent British
analysis of work intensification by Beynon, Grimshaw, Rubery and
Ward (2002) provides a valuable typology that will be used to describe
the types of workplace change experienced by nurses in New South
Wales public hospitals (see also White and Bray, 2003).

Secondly, and more importantly, the chapter will explore the proce-
dures or processes of workplace change. In particular, who determines
the formal and informal work arrangements and who makes the rules
about jobs and work tasks? How are new rules introduced to produce
new work practices? To what extent do these rules represent a negoti-
ated compromise that enjoys the support of concerned parties as
opposed to a decision unilaterally imposed by one of the parties? The
framework that is used to address these questions of process draws on
mainstream industrial relations scholars, such as Flanders (1969) and
others, who broadly describe and analyze several different types of
rule-making processes: unilateral regulation, in which one of the parties
to the employment relationship imposes rules on the others; joint regu-
lation, in which employers and employees (directly or through repre-
sentatives) jointly author rules; state regulation, in which the state
authors rules through the direct legal regulation of work; and social reg-
ulation, in which regulation flows from custom and practice rather
than from the direct or conscious rule-making of any party.

These issues of substantive and procedural change at work will be
explored through two case studies in the same division of a large met-
ropolitan hospital, one of registered nurses and one of nursing unit
managers (NUMs). The broad argument that emerges is that the most
important substantive workplace changes affecting the work practices
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of nurses in the case study organizations during the late 1990s and
early 2000s were introduced through unilateral processes: managerial
decree. In other words, despite the operation of apparently strong state
regulation, through the education and registration of nurses, and of
apparently extensive joint regulation, through a powerful union repre-
senting nurses and a comprehensive award regulating terms and condi-
tions of employment, nurses and their unions rarely participated
in consultation, let alone negotiations, over important workplace
changes. This conclusion is considered to have significant implications
for the likely success of workplace change in achieving the goals of
organizational efficiency and equity for nurses.

The regulatory context

In New South Wales, the work of nurses (both NUMs and registered
nurses) has been, and continues to be, regulated by various mecha-
nisms. On the one hand, there is state regulation through legislation,
registration boards, and educational and professional institutions.
On the other hand, there are various forms of industrial regulation,
especially involving joint regulation through awards and enterprise
agreements. Each will be discussed separately, but the individual mech-
anisms are intricately linked, forming a web of regulation. Despite this
apparently comprehensive web of regulation, however, none of the
mechanisms expressly regulates in any detailed way the work practices
and especially the workloads of nurses. They mostly regulate who may
perform the work of nurses rather than what work they do.

The first form of state regulation involves a myriad of legislation that
regulates the work of nurses; the most significant in New South Wales
being the Nurses Act 1991, whose long title states that the Nurses Act is:
‘...An Act to regulate the practice of nursing...”. The Act regulates by
providing for the establishment of the New South Wales Nurses
Registration Board (NRB), by defining the functions of the NRB and by
requiring annual registration for authority to practice in New South
Wales. Additionally, legislation such as the Poisons and Therapeutic
Goods Act 1996 (New South Wales) also regulates the role of health pro-
fessionals, including nurses, in the management and administration of
drugs and therapeutic goods.

Secondly, the NRB regulates the work of nurses through the control
and coordination of an annual registration process in New South Wales.
However, the NRB, as the main regulatory body, does not expressly reg-
ulate ‘what’ a nurse does rather it regulates ‘who’ can be a nurse. It does
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so by establishing barriers to entry and formal mechanisms for de-
registration or exit from the profession. Other than clinical and pro-
fessional guidelines, such as Professional Conduct and Boundaries
of Professional Practice, the NRB does not regulate the day-to-day
operational work activities of a nurse.

Thirdly, accredited by the NRB, the work of nurses is regulated by
education and professional institutions, predominantly through univer-
sity undergraduate degree programs. These programs are charged with
training nurses in the knowledge and skills they require to undertake
the clinical tasks involved in nurses’ work. Again, however, this regu-
lates who may become a nurse (such as, those who have completed the
training and demonstrated their competence) rather than what work
nurses actually undertake during the course of their day-to-day working
lives.

In addition to these forms of state regulation, there are various forms
of joint regulation that impact on the work of nurses. In these pro-
cesses, nurses are represented by the New South Wales Nurses’ Asso-
ciation, a state-based union with impressive levels of membership of
around 60-70 per cent, while on issues involving other unions the
New South Wales Labour Council frequently becomes involved.
‘Employer’ representatives range from local managers at ward, division
or hospital level through to the New South Wales Health Department
(see Bray and White 2002, and White and Bray, 2003).

The dominant and most formal joint rule-making processes in New
South Wales public hospitals produce awards, which are occupation-
specific and state-wide in coverage; in the case of nurses, the relevant
award is the Public Hospital Nurses’ (State) Award. Technically, awards
are a form of state regulation, in that they are the outcome of com-
pulsory arbitration that imposes legally-binding minimum terms of
employment. However, in reality, the boundary between awards and
collective bargaining is ambiguous because most awards are actually
the result of tribunal members ratifying agreements reached privately
by collective bargaining between unions and employers.

What aspects of the working life of nurses does the award regulate?
In the 2002 award and its predecessors, including the enterprise agree-
ments during the mid-1990s, the focus is almost exclusively on condi-
tions of employment, such as pay, hours of work, leave entitlements
and specific allowances. The award identified job and wage classifica-
tions, but only in a perfunctory manner. There was no definition
or statement of what activities a registered nurse undertook or was
capable of doing within the public hospital workplace. The only defini-
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tion of a ‘registered nurse’ did not state what nurses do during the
course of their work, but rather defined who a nurse is. This came from
Clause 3 — Definitions in the award, which stated that: ‘Registered Nurse
means a person registered by the Board as such’. Earlier in the section,
Board is defined as meaning: ‘...the Nurses’ Registration Board of New
South Wales’.

There was only one specific clause in the award that makes reference,
albeit by exception, to the work activities of nurses. Clause 40 — Domestic
Work of the award clearly states that:

...nurses shall not be required to perform, as a matter of routine,
the following duties: viz.: washing, sweeping, polishing, and/or
dusting of floors, walls or windows of wards, corridors, annexes,
bathrooms or verandahs or any duties which are generally per-
formed by classifications other than nursing staff, but this provi-
sion shall not preclude the employment of nurses on any such
duties in an isolation block where the performance of those duties
involves disinfection.

In addition to this express clause, there was a variety of clauses that
provide for payment or allowances for particular nursing activities. For
example, Clause 22 of the award provided for payment, at both ordi-
nary hours and overtime, for a nurse engaged in the official escort of
patient.

Other than these statements of what was not the work of a nurse (for
example, clause 40) and that nursing work may include escorting
patients between facilities (for example clause 22), the award did not
contain provisions determining the actual work tasks, skills and activi-
ties of a registered nurse. In particular, and this is vital for this chapter,
there was no provision that regulated the type and number of tasks to
be undertaken by nurses during their working day.

For NUMs, the award was slightly more detailed in that it provided a
summary of responsibilities for each of the three levels of NUM, as
detailed in Table 6.1. While more detailed than the definition of a reg-
istered nurse, this list of responsibilities was broad in its range and did
not clearly state or identify the day-to-day operational tasks, skills or
activities of a NUM. An outcome of this broad ‘list’ of responsibilities
was that it provided hospital or health service management with the
discretion to interpret and determine ‘what’ work a NUM was actually
required to undertake within the workplace, so long as it fitted within
the broad ‘list’ of responsibilities.
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The only other section within the award that related to the wage or
job classification was Clause 8-Salaries, which referred to a salary table
in Part B of the award, a table of actual wages paid. Clause 8, through
the table, identified an eight-year incremental wage scale for registered
nurses and the three-level grading system for NUMs. The remainder
of the 80 pages and 52 clauses of the award were concerned with con-
ditions of employment, entitlements, and procedural clauses. Eight
clauses were dedicated to specific categories of leave, including annual,
sick, long service, repatriation, military, personal carers’, and parental
leave. Thirteen clauses were procedural in nature relating to grading
of positions, pilot projects, and general procedural clauses such as
dispute resolution. The remainder, or 31 clauses, related to conditions
of employment, ranging from accommodation and board provisions,
car allowances, fares and expenses, higher grade duties, hours of work,
overtime, penalty rates, provision of equipment such as communi-
cation devices, rosters, salaries, salary packaging, salary sacrifice, tele-
phone allowances, and uniform and laundry allowances.

In other words, other than the list of responsibilities for NUMs and
the Domestic Work clause, which defined work nurses and NUMs were
not required to do, the award was silent on rules regarding workloads
and work practices. The award did not address the identification, range
or scope of clinical tasks, duties, responsibilities or work practices, nor
did it address patient loads and/or staff-to-patient ratios.

Formal forms of regulation may, of course, be supplemented by more
informal forms. For example, more decentralized and informal collec-
tive bargaining between union representatives at workplace level and
local management (such as joint regulation) can result in informal
verbal, or sometimes written, arrangements. Similarly, social regulation
may be important; in other words, it is likely that there are many infor-
mal understandings shared by doctors, nurses and other hospital staff
about what is nurses’ work, how many patients they can reasonably
be asked to care for and so on. However, these forms of regulation
have not been systematically researched and they are likely to vary
considerably from hospital to hospital, if not from ward to ward.

In summary, none of the formal instruments that regulate the work
of nurses (which are associated with state regulation and joint regula-
tion) actually addressed the types of tasks undertaken by nurses in the
workplace and the number of those tasks on a day-to-day basis. In
the absence of such regulation, in particular in the absence of regula-
tion by awards and/or enterprise agreements, management had the
legal right to introduce changes to these work tasks unilaterally. This
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simply reflected the general legal situation that applied to all employ-
ees: when issues are not specifically contained in awards, then they
become matters of managerial prerogative (Creighton and Stewart,
2000). The extent to which management’s exercise of this legal right
has in practice been either limited by informal local joint regulation or
moderated by management voluntarily consulting with employees
may vary considerably from workplace to workplace.

The Cases and the research methods

The two case studies presented in this chapter examine changes in
work practices and workloads of, first, NUMs and, second, registered
nurses in the Division of Medicine at a large teaching hospital, which
is part of a New South Wales Area Health Service (regional grouping).
Contextual data for the Area Health Service were obtained from docu-
mentary and interview sources as part of a larger study over the period
1999 to 2002.

The Division of Medicine is the largest in the hospital, comprising a
number of sub-specialties, which were established or consolidated and
relocated to the Division upon commissioning of the hospital in 1991.
At the time of the data collection in 2002, the Division consisted of 11
wards, each of which was managed by a NUM and staffed by registered
and enrolled nurses and administrative staff (ward clerks).

Despite the limitations of the case study method, which are discussed
later, these two case studies are particularly valuable in exploring the
substance and processes of workplace change for several reasons. First,
nurses represent a high proportion of total employees within public
hospitals; for example, the Area Health Service workforce consists of
approximately 42 per cent nursing employees (Annual Report, 1998-9).
Second, nurses work under a centralized and apparently prescriptive
award. Third, levels of unionization are unusually high both within the
public hospital sector and compared to most other industries (Bray and
White, 2002).

The account of the two cases presented in this chapter unfolds at
two levels of analysis and involves several research methods. First,
for both cases, the analysis of awards and the more centralized rules
was mostly through documentary analysis, complemented by a small
number of interviews with Health Department managers. Documents
included awards, Industrial Relations Commission records and quanti-
tative data from New South Wales Health Department.

Second, the local rules and work practices in the Division, again for
both cases, were gathered and analyzed using qualitative methods; in
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particular, documents and semi-structured interviews. Documents
included Annual Reports (of the Area Health Service and the hospital),
formal job descriptions, budgets, staff profiles, activity data, applica-
tions for regrade of position and patient/client information pamphlets.
Interviews were semi-structured, asking open-ended questions regard-
ing the substance and process of workplace change. Interviewees were
primarily NUMSs and registered nurses in each of the case studies,
although additional interviewees included senior managers (nursing
and non-nursing).

In the NUM case study, the intention was to interview all ten NUMs
(one NUM managed two wards) across all wards within the Division.
Several NUMs, however, were not interviewed for various reasons,
including work pressures. During the data collection phase in spring of
2002, six NUMs were interviewed. In the registered nurses case study,
the intention was to interview all 32 registered nurses across one ward
within the Division. Of the 32 invited to participate, ten registered
nurses were interviewed over eight interview sessions in a one-month
period in Spring 2002. Access to the nursing staff on the ward was
granted on the condition that participants would be interviewed
during the hand-over period between the morning and afternoon
shifts. Approximately two-thirds of ward nursing staff and one-third of
NUMs failed to respond to the invitation to participate or were
not interviewed. This may have been due to lack of interest, or time,
pressures of workload, or not receiving the information of the study or,
as one nurse speculated, for fear of an adverse reaction from senior
management, despite assurances that participation was confidential.

The substance of workplace change

Following the broader work of Beynon et al. (2002), the imperatives for
changes to work practices and workloads experienced by nurses may be
divided into three main categories: an increased focus on customer
service and customer expectations; wider responsibilities; and an
increasing presence of surveillance, regulation and management of
nurse performance. While these categories are extremely useful in iden-
tifying workplace changes, they overlook an important fourth category
of workplace change; namely, the volume of work or simply ‘doing
more of the same work’ (this section draws heavily on White and Bray,
2003). Each of the above four categories will be addressed below, with
evidence from the case study units.

Firstly, nurses and NUMs were being subjected to increasing pres-
sures, beyond the professional tradition, to meet the expectations of
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their customers (patients or clients). Examples from the case study units
include the introduction of quality assurance programs, focussed on
patient access and transition, and increasing community representa-
tion on hospital boards and management committees. More impor-
tantly, there was increased monitoring of customer attitudes through
patient satisfaction surveys and front-line management of complaints
systems, both of which resulted in increased workload and stress for
NUMSs and registered nurses.

Secondly, over the 1990s the health sector experienced rationaliza-
tion, decentralization and restructuring of services which resulted in
NUMs broadening their functional and line management responsibili-
ties. For NUMs, this change occurred especially in the areas of staff
management and finance and budget activities. For nurses, the broad-
ening occurred mainly in the areas of increasing accountability and
documentation, and changes to clinical practice.

Thirdly, nurses and NUMs have experienced increasing surveillance,
regulation and performance as a result of changes to management prac-
tices, such as the introduction of performance management and staff
surveys, increasing reliance on output measures in the form of budget
control and patient care planning information management systems,
such as Excelcare. Furthermore, there was increasing pressure to
improve safety within the workplace.

Fourthly, and finally, both NUMs and nurses have experienced
work intensification through greater work volumes; in other words,
increased work effort through doing more of the same work. State-
wide and division data are presented in Tables 6.2 and 6.3. With
respect to the former, state-wide data for 1998-9 indicate that
admissions increased only marginally, bed occupancy rates increased

Table 6.2 Activity and performance data, NSW public hospitals,
1995/96-1998/99

1995/6 1996/7 1997/8 1998/9
Admissions 1,253,755 1,242,232 1,265,318 1,267,957
Total Non Inpatient 15,976,520 17,459,872 17,715,618 21,335,300
Occasions of Service
Bed occupancy rate (%) 83.0 82.8 83.8 84.8
Average Length of Stay of 5.7 5.7 5.6 5.9

Acute Episodes

Source: NSW Public Hospital/Health Comparison Data Books
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Table 6.3 Activity data, division of medicine, hospital, 2000-2001

2000 2001 % Change
Admissions 19,031 22,437 18% increase
Separations 23,430 26,751 14% increase
Day Stays 18,136 21,197 17% increase

Source: Organisational Reports

progressively and that there was a minor increase in length of stay.
Overall, this points to slight productivity increases for in-patients.
Yet the same table also clearly demonstrates significant increases in
non-inpatient numbers, suggesting that the acuity of in-patients is
increasing. In other words, patients were kept in the wards only for
the periods in which they were sickest and in which they required
the most intensive care from nurses. This is supported by division
data in Table 6.3, which presents disaggregated data from the divi-
sion of medicine indicating an 18 per cent increase in admissions, a
14 per cent increase in ‘separations’ (for example, the completion of
an episode of care through a discharge, transfer or death of a
patient) and 17 per cent increase in day stays over just a two-year
period to the end of 2001. There was no increase in staffing levels
within the Division over the same period.

The process of change: overview

All of the substantive workplace changes discussed earlier were imple-
mented without reference to formal regulatory mechanisms, in particu-
lar the existing award. Indeed, the award in operation at the time of
data collection did not contain any clause or provision relating to any
of the categories of workplace change discussed earlier. For example,
the award did not contain provision for an increased customer focus
through quality improvement, front-line complaints management
systems or increasing reliance on patient satisfaction surveys. Nor did
the award contain any reference to the widening of responsibilities for
nurses or NUMs. The award did not include any mention or anticipate
any increase in surveillance, regulation or performance through work-
place changes such as budget performance and control, performance
management systems, staff satisfaction surveys, increased safety aware-
ness, use of information management systems (such as Excelcare) or
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other output measures. Finally, the award did not provide for more of
the same work or staff-to-patient ratios.

Furthermore, the interviews reported later reveal that there were no
collective negotiations either locally within the Division of Medicine
or centrally at state level to enable these workplace changes to occur,
either through the award or an alternative industrial instrument, such
as an enterprise agreement. Some of the changes were recognized retro-
spectively in 1997 and compensated through what were termed ‘work
value’ wage increases in the award for NUMs (White and Bray, 2003).
However, these work value wage increases are evidence that workplace
changes had already occurred rather than representing a mechanism
by which changes were introduced.

The process of change: NUMs

This section confirms, through interviews with NUMs in the Divi-
sion of Medicine, that the substantive workplace changes discussed
above were introduced incrementally through the exercise of man-
agerial prerogative. Indeed, when NUMs were questioned about how
the changes to their work were implemented, what type of consulta-
tion occurred and how frequently consultation or negotiation
occurred, interviewees invariably responded with raised eyebrows
and quizzical looks, suggesting that they had not comprehended the
question. When prompted, all too often the response was ‘...it just
happened...’, indicating that the NUMs were rarely involved in any
explicit decision making, let alone negotiation or consultation over
the changes.

There were a number of consistent themes from the interview data
regarding the process of implementing the substantive changes. Firstly,
it appeared that the changes to work practices and workloads experi-
enced by NUMS were generally reactions to changes elsewhere within
the health service based on budgetary decisions. These were often cost
shifting of functions from centralized departments to the line manager
that occurred without any consultation. For example, all NUMs inter-
viewed discussed the widening of their responsibilities, particularly in
relation to finance and budget, rostering (through software packages
like Proact), payroll and human resources:

...structurally it is being driven from the top, definitely. Because we
are doing the Proact (rosters) and payroll, they are reducing staff
numbers in areas, pay office areas.... (M1: 4)
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...It has been directed that you will do Proact. In fact, until two
years ago I didn’t even have a computer to do it on. I would go to
another area and do it. It is only two years I have had this computer
in my office... (M1: 4)

Secondly, all interviewees agreed that there had been no or little con-
sultation regarding the changes:

...It was just done. It was instructed. A memo came out... (M2: 3)
...It is related through NUMSs meetings or special meetings.... (MS5: 5)

Thirdly, most were adamant that they had not been involved in the
decision making, that they had at times argued against the decision
after it was announced, and that they had sometimes even refused to
accept the decision once it was made.

...Not a lot I would say, most of the ones have been out of our
control or where we have said no, we have been overridden. We
didn’t want to take on payroll at all... (M3: 7)

...Well, we would fight and argue when we found out about it, but
usually the top-level managers are making the decisions for us. And
when we have fought and argued and said no we can’t you know
take on this role, even as a group, there was no, sometimes no con-
sultation. This is just how it will be done area-wide and this is what
you will do. And then a quick education program will come in and
say this is the new version of Proact or this is how you are going to
order for stores and that’s how all of these things have evolved for
the Nurse Manager to have to do.... (M3: 4)

In relation to formalizing some of these changes into a generic NUM
job description, one very concerned interviewee stated that:

...It was given to us and we sent back a draft with amendments and
it was sent back to us and then it was changed and put out as
ratified without further consultation...(MS5: 6)

But by the actions (or inaction) of NUMs, the changes had often been
implemented without disruption or union involvement:

...I think through lack of our enthusiasm to get everyone together
to actually grumble enough to say, ‘...how come we are taking on
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this other role, or this other department’s role...”. Where most of
the time it is thrown back in our faces that you are the front line
manager, you are the person responsible. And we as a group haven't
really pursued the union... (M3: 6)

The process of change: Registered nurses

Like the NUMs who were interviewed, the registered nurses interviewed
were unable to clearly articulate how workplace changes had been imple-
mented. More probing questions revealed that there had rarely, if ever,
been any consultation regarding changes to work practices. Moreover,
changes to workloads were a matter that was never discussed unless it
was in the context of ‘you can do better’ or the disbelief associated with
the actual Excelcare units of care undertaken in the ward.

When questioned about whether they were consulted directly or
whether their representatives were consulted about proposed changes to
their work practices or workloads, the interviewees responded negatively:

...No. No. Not that I can recall... (N1: 2)

... I don’t see ever... (N4: 4)

...To be honest I don’t know whether they [the Association] have
been consulted... (N1: 2)

The fact that staff members were not consulted over the proposed
changes did not mean that there was no ‘communication’ regarding
the change. For example, interviewees commented on how they found
out about changes in the ward:

... I don’t ever recall being asked. We are always educated: ‘...oh this
is what is going to happen and this is how you do it...". But [ don’t
ever recall being asked if we want it to happen. That would be a
novel idea, wouldn’t it? (N1: 2)

...Usually ...either you get an inservice on it [if] it is a procedure.
You usually get a memo and then they get an inservice on it
showing you how to...on what has actually changed... (N7: 3)

Most of the interviewees were aware of the significance of the changes
experienced and they felt confronted about their introduction, with
several making comments like:

.... Oh no, no, we don’t get consulted. It is very much ‘...this is the
way we do things now...”. And we’re asked to consider how we do it
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and we'll do all these surveys and you have got your problems we
are always very accessible and do all these Excelcare with your care
plans and they all provide evidence to increase our staffing load, but
it never does. It is sort of evidence that has sort of gone into the big
black void... (N2: 2)

...You just get confronted with it. You just get confronted with it
and you are just left... they are expecting ...that you can deal with
that, that you can do it... (N3: 2)

...We are confronted... We are not consulted at all. It’s a case of
don’t say anything. Sink or swim. If you can’t cope, why can’t you
cope (laughing)? (N5: 2)

...Like our NUM would come in now and say, ‘blah, blah, blah has
changed, or you are getting this patient from ICU who has all these
requirements...” And you just have to cope as best you can. (NS: 3)

The perception of being confronted with change is consistent with the
interview data from NUMs on the introduction of change: changes to
work practice and workloads are occurring as a result of management
direction and management initiatives in the workplace.

Conclusions and implications

The case studies reported in this chapter demonstrate that the opera-
tion of an industry-wide award regulating the work of a strongly
unionized occupational group did not prevent or even moderate the
introduction of substantial workplace change that greatly increased
productivity in New South Wales public hospitals and intensified the
work of nurses. At least in the case studies, these changes were intro-
duced relatively easily and without resistance, and they were essen-
tially determined unilaterally by managerial.

Clearly, there are significant limitations to the generality of this
account because of the case study methodology adopted. In particular,
there is no way of knowing how typical the cases are in terms of the
scope of issues regulated by the award, the types of workplace change
introduced or the many factors that explain the process and outcomes
of change. Despite these qualifications, these findings would hardly
surprise researchers or practitioners in the health sector. Nor would the
imperatives behind the change be unfamiliar. Like their counterparts
in other states of Australia and in other countries around the world,
public hospitals in New South Wales have been squeezed between
rising medical costs and cost-conscious governments, a pressure that
has been manifest in tight budgets that have to be met.
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The dominance of unilateralism as the main process for the intro-
duction of workplace change, as opposed to alternative processes, has
at least three possible implications. First, there is considerable literature
suggesting that workplace change that is introduced through collective
bargaining or consultation is more likely to be accepted by employees
and to genuinely improve the efficiency of the organization. For
example, a recent report by the International Labour Office on trends
in workplace flexibility in 22 countries concluded that:

In most cases, however, flexibility has meant less employment
security, less income security, and a continuous adjustment to
new, often uncomfortable working conditions... It is therefore
clear that the introduction of flexibility can be smoothly imple-
mented only if workers are associated with the process, and their
views duly taken into account in selecting the forms of flexibility
to be introduced and determining the ways in which they should
be introduced (Ozaki, 1999, p. 148).

These sentiments are confirmed by a wide range of studies from over-
seas (Freeman and Medoff, 1984; Ichniowski, Kochan, Levine, Olson
and Strauss, 1996; Guest and Peccei, 2001) and Australia (see, for
example, Alexander and Green, 1993; Deery, Erwin and Iverson, 1999)
that have found that management consultation with employees and/or
management negotiation with unions over workplace change leads
to better outcomes. In this context, the unilateralism observed in the
case studies above augurs badly for the longer-term effectiveness and
sustainability of the workplace changes.

Second, there is increasing literature that suggests work intensifica-
tion, like that observed in the case studies, leads to employee stress
that is manifest in many undesirable workplace behaviours, ranging
from low morale and dissatisfaction to illness, occupational health and
safety problems and high absenteeism and labour turnover (Burchell,
Lapido and Wilkinson, 2002; Allan, 1998). Again, this suggests that the
increasing demands on nurses (and other health care workers) revealed
in this and many other studies may have deleterious unintended con-
sequences not only for nurses, but also for healthcare delivery in public
hospitals.

Third, as might be predicted from the previous two observations, the
growth of work intensification amongst nurses and the unilateral
process by which it has been introduced appear to have produced a
reaction from nurses and the union that represents their interests.
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During 2002, the New South Wales Nurses’ Association mounted a
campaign to increase the wages of nurses. The Association’s previous
practice of seeking monetary compensation for work intensification
(called ‘work value’ in the New South Wales industrial relations
system) led to an interim decision by the New South Wales Industrial
Relations Commission in December 2002 granting a six per cent wage
increase. However, in a new development, the Association also sought
provisions in the award to regulate the workload of nurses. In
December 2003, the Commission’s final decision included a procedure
by which nurses would be guaranteed ‘reasonable workloads’. Under
the new Clause 48 of the award, ‘reasonable workload committees’
would be established at workplace level in New South Wales public
hospitals to deal with grievances in relation to workload, while a state-
wide Reasonable Workloads Taskforce would be established to make
recommendations on interim workload calculation tools and ideas for
implementation and evaluation. This development, which parallels
new regulatory measures in South Australia (see Willis, 2002) and
Victoria (see Buchanan, Briggs, Considine and Heiler, 2002), suggests
that the days of unilateral increases in the workload of nurses may be
numbered.
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Work Intensification for Personal
Service Attendants and Medical
Scientists

Eileen Willis and Kerryn Weekes

Introduction

The processes used for achieving reform in the public healthcare sector
in Australia have taken two directions. The initial strategy employed
by governments was to introduce efficiency measures into the sector
via policy directives that usually tied funding to productivity. These
have been broadly defined elsewhere in this book as the strategies of
New Public Management. The introduction of Casemix diagnosis related
groups (DRGs) and the incentives built into the various Medicare Agree-
ments are two examples of this approach. This strategy motivated many
hospital managers to engage in workplace reform with financial assis-
tance provided by both Labor and Liberal-National Federal Govern-
ments through such incentive programs as the National Hospital
Demonstration Program. The second strategy has been industrial rela-
tions reform aimed at increasing workplace flexibility in order to increase
productivity and efficiency gains. Both reform strategies have impacted
on the working life of health professionals and occupational groups in
the sector.

This chapter explores the impact of workplace change on the work
intensification of personal service attendants (PSAs) in South Australia
(SA) and medical scientists in Victoria.! Data for the two case studies is
taken from research carried out by both authors. The case study of the
personal service attendants comes from an ethnographic study con-
ducted by Willis between 1998 and 2002 in a large public acute hospi-
tal called Westernvale.? The case study of the medical scientist is drawn
from two studies conducted by Weekes (Weekes, Peterson and Stanton,
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2001; Weekes, 2003). While PSAs and medical scientists are two
distinct occupational groups with very different education, training,
income and status attributions, their experiences of the reform
processes are not all that dissimilar. This chapter argues that most
occupational and professional groups across the country have experi-
enced some form of work intensification — no occupational group has
been quarantined - although the impact varies between professional
groups and occupations. The chapter is divided into three sections.
First we provide a framework for examining work intensification;
in the second section the two case studies are presented; and finally in
section three a brief commentary and analysis supports our argument
that both these groups of workers have undergone significant work
intensification.

One further caveat needs to be made about this chapter. In both
states the 1990s reform of the public hospital sector was accompanied
by an accelerated introduction of Casemix DRGs and a change from a
Labor to a conservative state Liberal government. However, while these
two factors are significant, they should not be read as separating
Victoria and SA out from those states in Australia where Labor govern-
ments were in power at this time and where the fiscal situation was
healthier. The differences are matters of degree, rather than direction,
since the impetus for health and workplace reform had already begun
under the Federal Labor Government with the 1989-91 National
Health Strategy and in the mid 1980s with the various shifts in indus-
trial relations, culminating in 1993 with the Commonwealth Industrial
Relations Act which introduced Enterprise Bargaining (Morris, 1996).

The evidence of work intensification in the health sector in
Australia

Any discussion of work intensification requires some understanding of
its dimensions and what it entails. Green and McIntosh (2001, p. 56)
suggest two varieties of work intensification. First, workers claim that
they are working longer hours. They refer to this as extensive work effort.
Secondly, workers argue that while at work, the tasks must be done at a
faster pace; this is intensive work effort. We extend this latter point to
incorporate shift work. Shift work is characterized by non-standard and
unsocial hours of work. For many health professionals working in hos-
pitals the second shift traditionally has a reduced number of staff
because it is assumed that the work tapers off. Likewise weekends have
fewer staff rostered on duty as there is an assumption that patients
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are not admitted or surgery not timetabled, except of an emergency
nature.

While most workers make claim to working harder and longer,
finding the evidence for these two forms of work intensification is
another matter. White and Bray (2004) provide a brief overview of
some of the key research in work intensification in the Australian
healthcare sector reported on in the last decade. Two salient points can
be drawn from their paper. The first is that the majority of authors
they cite have published studies that focus on work intensification
for nurses (Allan, 1998; Considine and Buchanan, 2002; Gough and
Fitzpatrick, 2002; Willis, 2002). Only two studies deal with other
groups; O’Donnell (1995) focuses on personal service attendants
and Weekes, Petersen and Stanton (2001) explore medical scientists.
While there is no doubt that much of the burden of reform in the
healthcare sector has fallen to nurses, it is also true that those working
alongside them; whether they be of a higher or lower status, are also
making claims to work intensification. It is this very fact that reinforces
the work intensity of each occupational group; everyone is stretched to
the limit within the system, whether they are the paramedic having to
bypass a packed Accident and Emergency Department or the medical
scientist supporting the salaried medical officer.

The second factor highlighted by White and Bray (2004, p. 2) notes
that the various studies published in Australia on work intensification
in nursing lack a coherent theoretical or empirical approach. In provid-
ing a framework of analysis they draw on work by Beynon, Gromshaw,
Rubery and Ward (2002) and Green (2004) to identify five processes
contributing to work intensification. These are: the increasing domi-
nance of the customer whose demands are analogous to an additional
supervisor; job redesign, such as multiskilling and upskilling; and new
methods of control that have arisen out of computer-based technology
with its capacity for increased surveillance, along with the pervasive
techniques of human resource management such as performance
appraisal and regular audits (Beynon et al., 2002).

The fourth and fifth factors suggested by Green (2004) are that workers
are likely to claim their work has intensified where the power of their
union has diminished and there is rising job insecurity. These processes
can impact on one another. For example a weak union may precipitate
the introduction of new technology, while the threat of redundancies
softens workers up to accept job redesign (Green, 2004, p. 14). White
and Bray (2004, p. 3) add a sixth factor to the list in support of work
intensification. They suggest that in many instances it is possible to
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provide evidence of increased work volume. A seventh factor suggests
that if one occupational group makes a claim to work intensification,
this is likely to impact on the work of others in the team, especially
where multidisciplinary team work is required. In this chapter these
seven processes are applied to the claims for work intensification of
two groups; the occupation of personal service attendants in SA and the
profession of medical scientists in Victoria.

Case study one: Personal service attendants as a third level
carer

In SA, PSAs are a newly created group emerging out of the occupations
of nurse assistants, kitchen staff, cleaners, porters and orderlies. As an
occupational group they are closely aligned to care attendants working
in nursing homes but they perform fewer direct nursing tasks.
Previously these occupational groups operated independently of
one another with a tendency for men to be orderlies and porters and
women to function as nursing assistants, cleaners and kitchen staff.
Around 35-40 per cent of their time is spent in cleaning clinical areas
such as patient rooms, toilets and showers as well as offices within gen-
eralist and labour wards, emergency departments and theatres. They
also perform a range of tasks known as ‘fetch and carry’ such as trans-
porting patients to and from tests, to home wards or to discharge areas.
This takes up to 20 per cent of their time. Other duties such as distrib-
uting meals, moving beds and lockers around the ward and in some
areas shaving patients prior to surgery make up the remainder of their
job description.

This newly created occupational group cannot be examined outside
the processes of health and workplace reform, including the transfer of
nurse education to the tertiary sector and the subsequent loss of cheap,
low-grade, student-nurse labour. While some hospitals in Australia,
such as in Victoria and New South Wales, employed PSAs prior to
1995, in SA their introduction was a direct result of budget restraint
and the need to create a more flexible and cheaper workforce able to
perform a range of lower level tasks that were once part of nursing.
Similar developments occurred in other Australian states at this time as
it did also in the USA, Britain, Canada and Hong Kong (Brannon, 1996;
Badovinac, Wilson and Woodhouse, 1999; Houson, 1996). Comment-
ing on the USA situation, Brannon (1996) pointed to the fact that unli-
censed assistive personnel (UAP) allowed new models of nursing care
to be designed that left registered nurses (RNs) working with higher
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numbers of UAPs, but fewer registered nurses. Brannon also noted that
their introduction created a further division of labour, while Badovinac
et al. (1999) reported increased stress levels for RNs who had to manage
their patient load with lower-skilled carers. Interestingly, consistent
with Australian figures Badovinac et al. (1999) found that over 50 per
cent of UAPs were 40 years of age or older, while 50 per cent of RNs on
the wards were under the age of 35 pointing to status differences based
on age and education that may contribute to tension between the two
groups.

This tension was most evident in Britain where healthcare assistants
(HCA) were introduced into public hospitals, or their numbers increased,
following the 1980s National Health Service reforms. Their presence
created considerable ambiguity in nursing circles where their introduc-
tion confounded the hopes of many registered nurses that the new
Primary Nursing, where one nurse cares for the patient from admission
to discharge, would facilitate a post-Fordist climate of task reunification,
flexible specialization and job enrichment (Daykin and Clarke, 2000).3
Daykin and Clarke (2000) reported that registered nurses’ resistance
to HCA arose from the fact that the promise of holistic care was aban-
doned. Nurses were relegated to high level technological care and
administration — and upskilled — while the day to day lower level caring
work involving patient interactions was performed by HCAs. As a conse-
quence, for both RNs and HCAs their work became routinized and repet-
itive, although O’Donnell (1995), commenting on the employment of
PSAs in hospitals in New South Wales, noted that they enjoyed their
new multiskilled role and preferred to work as part of the nursing team,
rather than under the direction of hospital managers and administrators.
However, the PSAs in O’Donnell’s study also reported high levels of
stress because they worked in self-regulating, non-hierarchical teams
where authority structures were unclear, but audit requirements were
high and responsibility for performance was shared equally by all.

The introduction of PSAs into South Australian hospitals goes hand
in hand with healthcare reform. In 1994-5, Casemix DRG funding
was introduced into all hospitals, following the collapse of the
State Bank and a change of government. The resounding win by
the state Liberal Government was seen as a mandate to reduce the
state debt through curtailing public expenditure. Consequently
Casemix was introduced at the same time as the public health sector
sustained a budget reduction of $30 million over the three-year
period 1994-96. Fifteen million dollars of this was carried by the
public hospital sector; or four per cent in real terms (Brooker, 1997).
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Funding to individual hospitals was negotiated through service agree-
ments, which in effect outlined for each hospital their share of the
state debt and introduced the principle of contestability (selected
government services had to be put out to tender) and the privatiza-
tion of non-core activities. As a consequence of these real budget cuts
to 1993-94 activity levels, hospitals were forced to either intensify
labour, reduce staffing levels, redesign work processes and comply
with the principle of contestability. Two areas for privatization were
cleaning and the preparation of meals.

Many hospital managers and clinicians believed that to outsource
the services of kitchen staff, cleaners, orderlies, porters and nursing
assistants through a tendering process would be counter-productive
to quality care. One way of preserving this workforce as ‘core’ was to
allocate them to the wards with specific duties, rather than have their
services managed centrally. The re-organization of hospitals into divi-
sions, or the Johns Hopkins model of devolution, following the logic of
Casemix DRGs facilitated this. A second gain to this proposal was that
once attached to a ward, this newly created occupational group could
respond immediately to nurse or doctor requests for test results to be
collected or patients to be moved. Previously when nurses or doctors
wanted these tasks done they had to contact centralized services and
wait for orderlies to arrive; sometimes up to half an hour. Managers
who were concerned about patient throughput could see the advan-
tages of a multiskilled newly created workforce attached to specific
wards who could respond ‘just in time’ to requests that facilitated
patient throughput. Added to this they created a less expensive carer
than enrolled nurses, and although the state branch of the Australian
Nursing Federation (ANF) viewed the introduction of PSAs with some
skepticism, it was easier to achieve ANF acceptance of their role than
to get agreement for an increase in the ratio of Enrolled Nurses (ENs) to
RNs which continues to be governed by Enterprise Bargaining.

Despite this, the introduction of PSAs to hospitals in SA was not
achieved without considerable opposition from the Australian Liquor,
Hospitality & Miscellaneous Worker’s Union (LHMU); the union
representing the various occupational groups. Prior to the Liberal gov-
ernment reform, a number of hospital managers had attempted to
negotiate with the LHMU for the creation of a multiskilled occupa-
tional group. There was a strong feeling amongst hospital managerial
staff that the union was resisting the need to comply with the 1980s
Structural Efficiency decisions of the Australian Industrial Relations
Commission to build a multiskilled and flexible workforce. At the
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local level managers found it difficult to bring the work of orderlies
under the control of human resource departments. However, by 1994,
given that many public hospitals in the state were forced to offer
redundancy packages to these workers in order to meet budget targets,
and the alternatives facing hospital managers was to put the services
out to tender, the union was forced to acquiesce. A secondary moti-
vating factor was the fact that many of the cleaners and kitchen staff
believed the new occupational group would provide them with more
interesting and meaningful work, although the male porters and
orderlies were less sure. While the LHMU wished to resist the state
liberal government reforms, and attempted to do so through invoking
a state based 1994 Enterprise Bargaining clause which required man-
agement to consult with unions on workplace change, local union
members realized that most of their members found the offer attrac-
tive. Given that the union challenge to the competitive tendering
principle was overturned in the Supreme Court in March 1996 as
not a violation of the 1994 Enterprise Bargaining (EB) agreement and
the offer made to workers was financially attractive; all were ap-
pointed at a higher classification level, moving them from level one
and two to three, the union withdrew its opposition. The newly
created PSAs were given one weeks training; two weeks short of what
was previously offered to cleaners.

The process of work intensification

There is no doubt that those PSAs who upskilled from previous occu-
pations as cleaners or kitchen staff enjoy their work, however, they
do report that their working day is more intense than previously.
Evidence for this can be gauged by examining the introduced of
PSAs in 1996 on to the wards of a major public acute hospital in SA,
called Westernvale hospital. At Westernvale senior administration
employed some workload measures to calculate the number of PSAs
needed in each division, but as mentioned above their introduction
was a cost cutting measure, as well as a productivity and efficiency
strategy. Not all cleaners or orderlies transferred to the newly created
positions, significant numbers took redundancy packages so that
while PSAs were trained to perform the range of tasks once restricted
to narrow occupational groups, the pool of staff was reduced. For
example when PSAs were first introduced at Westernvale the number
of service type staff was reduced by 30 per cent. This was a nine per
cent reduction in the workforce and just under $1 million in salary
savings.



Eileen Willis and Kerryn Weekes 157

The significance of this reduction in numbers can be gauged by
examining Table 7.1, taken from the Westernvale annual reports for
1994 through to 2000. In 1994 the complement of hotel staff, the cate-
gory assigned to PSAs, including orderlies was 314. By 2000, the
number was reduced to 144 representing a 45 per cent reduction in
staff numbers over the eight-year period, although presumably some of
this work was outsourced to private companies employed to clean the
more public areas in the hospital. At the same time the number of reg-
istered and enrolled nurses dropped from 922 in 1994 to 833 in 1995
and remained below 1994 figures until 2001 when the EB agreement
between the ANF and the Department of Human Services brought
nursing numbers back up above 1994-5 levels. Given that the table
shows clearly that hospital occupancy increased, the number of same
day procedures intensified and the length of stay remained relatively
stable, the work of PSAs like that of nurses intensified. It is not surpris-
ing that by 1998 PSAs and nursing staff were reporting several
difficulties with this new occupational group. The three major areas of
dissatisfaction reported by PSAs themselves were; a reduction in clean-
ing standards, dissatisfaction with rosters and an increase in workplace
injuries.

Table 7.1 Activity data and staffing numbers 1994-2000 Westernvale
Hospital

Year Occupancy Same Nursing Hotel Patient Beds
% day staff staff- LOS or bed
PSAs days
available
1994/ N/A 13,186 922 314 5.1 402
1995
1995/ 86.9 14,232 833 200 5.22 402
1996
1996/ 87.8 N/A 857 180 5.3 413
1997
1997/ 88.3 16,553 882 146 5.01 427
1998
1998/ 87.3 17,860 918 150 4.72 437
1999
1999/ 95.40 20,035 881 144 5.10 402

2000
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One of the major difficulties for PSAs is to complete all the cleaning,
but at the same time respond ‘just in time’ to the requirements to have
patients delivered to rehabilitation classes or medical tests. When PSAs
leave their cleaning work to respond to a nurse request, on return to
the ward they are forced to begin their cleaning work again, rather
than take up where they left off, because cleaning agents must be
freshly applied. Added to this, they must organize their work without
disrupting medical rounds or treatment regimes performed by allied
health staff and nurses. Nor can cleaning be performed during patient
meal times. While PSAs at Westernvale work without direct supervi-
sion, in most public hospitals their cleaning work is audited on a three
monthly basis by independent companies contracted by hospital man-
agement. Following each audit, wards are assigned a score which
becomes public knowledge, but is also aggregated for each site visit and
for the year, as well as benchmarked against other public hospitals
around the country and state. The scores contribute to the hospitals’
initiatives in maintaining accreditation. Accreditation is a major
benchmark for hospital quality assurance and has become increasingly
important over the last few years as the evidence of the risks associated
with hospitalization becomes more public.

The second and third concerns raised by PSAs at Westernvale are
interrelated. As early as October 1996 the LHMU conducted a mass
meeting at the hospital following complaints from its members about
working rosters. PSAs were used to rosters of 152 hours across a 28-day
cycle with fixed days off each month. PSAs now worked a similar shift
pattern to nurses of a seven-day rotation per month of either an early
(7am to 3pm) or late (1pm to 9pm) shift without the benefit of fixed
days off. The number rostered per ward is considerably fewer than
nurses with usually only three on duty for the morning shift and two
for the late shift. Like nurses they find the seven continuous days
arduous, but unlike nurses, on average they are older, much of their
work involves heavy manual handling tasks and their fewer numbers
mean they cannot negotiate changes to their roster. By 1997 many
nurse managers were finding it difficult to adhere to the agreement
covering PSAs and were regularly altering their rosters. In May 1997
the Head of the Occupational Health Unit at Westernvale reported that
the injury rate amongst PSAs was 4.3 per cent per year, compared
with the overall hospital rate of 2.5 per cent for other staff. By mid
1998 this had risen to 6.6 per cent, while the rate for other professional
and occupational groups remained stable at 2.6 per cent. By 1998
Workcover claims had risen by almost 50 per cent from 14 in 1995 to
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27. The number of PSAs not reporting for work due to injuries resulted
in a crisis on the wards, where senior nurses were unable to replace
them, or did so by asking part-time staff to work full-time. This in turn
led to lower standards in cleaning, low morale and exacerbated their
susceptibility to injuries. In response to the problems highlighted
above, Westernvale instigated a detailed task analysis of PSA duties and
as a consequence appointed them more equitably across the wards, but
did not increase their numbers.

Case study two: Medical scientists and work intensification in
the state of Victoria

In Victoria medical scientists are a small group of healthcare profes-
sionals who perform valuable diagnostic and research functions inte-
gral to the running of acute public health services. Their activities are
both highly specialized and very diverse. Most medical scientists
employed in the acute healthcare sector are involved in ‘state of the
art’ laboratory testing but others are employed in nutritional services
(dietetics), respiratory and lung function testing, neurophysiology and
in monitoring sleep disorders. Medical scientists also include clinical
perfusionists who monitor heart-lung bypass machines during cardiac
operations and audiologists (Weekes et al., 2001).

In Victoria medical scientists comprise 71.4 per cent of the scientific
staff in laboratories with nearly 29 per cent Australia-wide holding a
higher degree (Australian Institute of Health and Welfare [AIHW],
1998). Specialization occurs in pathology laboratories where scientists
have a professional focus on haematology, biochemistry, microbiology,
anatomical pathology, cytogenetics and more recently molecular
biology. Laboratory-based scientists mainly test specimens for diagno-
sis, screening and monitoring or they work in medical research in
various universities or in departments attached to a public hospital
(Gardner and McCoppin, 1994, p. 406). Of the 3548 medical scientists
working in Victoria in 1996, 68 per cent were female (AIHW, 1998) and
54.4 per cent worked in the public sector (AIHW, 1998). Historically,
their role has been subordinated to the medical profession in the divi-
sion of labour in healthcare despite their arguments that they perform
90 per cent of the work in medical science (Gardner and McCoppin,
1994, p. 408).

In 1993, medical scientists developed a set of competencies designed
to reflect the standard expected from a person at entry level into the
profession (Whitfield, Bell and Groot Obbink, 1993) due to concerns
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that there would be vertical encroachment from lower grade medical
technicians. Victoria is particularly vulnerable to this because of the
high proportions of medical scientists employed in comparison to
other states (Gardner and McCoppin, 1994, p. 414). Up until 2003 the
ratio of scientists to technicians was controlled by the regulations
imposed by the Pathology Services Accreditation Act 1984. The Victorian
Pathology Services Accreditation (General) Regulations 2001 specified that
persons conducting tests must be directly supervised by a scientist on
the premises in the larger laboratories at all times. This contrasts with
the Commonwealth government accreditation (through the National
Pathology Accreditation Advisory Council known as NPACC) which
states that a supervising pathologist or senior scientist must usually be
present during normal working hours and available for telephone (or
other electronic mode) consultation at other times (Services, 2001).
The Pathology Services Accreditation Act was revoked in 2003 bringing
Victorian accreditation into line with other states.

Industrially, medical scientists in Victoria are represented by the
Medical Scientists’ Association Victoria (MSAV: Health Services Union
of Australian (HSUA) No 4 Branch), an industrial organization covering
science-based professionals which also provides professional indemnity
insurance to members (Eichenbaum, 1999). The MSAV is a separate
entity to the scientific professional bodies and also provides industrial
representation for the Victorian Psychologists Association (VPA)
(Bremner and Kelly, 2000, p. 7). Although professional and industrial
representation is separate, medical scientists still have the dilemma of
balancing professionalism against rising militancy similar to other
groups such as the teachers and nurses (Bremner and Kelly, 2000).

In 1999 the Medical Scientists’ Association of Victoria (MSAV)
decided to measure the extent of workplace change by surveying
members. This was performed in conjunction with the Australian
Council of Trade Unions (ACTU) survey of trade union members and
designed to directly compare with results from the ACTU Working Time
and Employment Security Survey (1999). Significantly, the survey showed
that medical scientists were experiencing more work intensification, less
control over their work and were more stressed than workers in both
the ACTU survey and the Australian Work and Industrial Relations
Survey 1995 (AWIRS9S) (Weekes et al., 2001). This stress was argued
to be a direct response to increasing workplace change and increased
management control resulting in decreased work satisfaction (Weekes
et al., 2001). The results of this survey suggested that there was more
significant change taking place in workplace activities and how work is
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done than is generally acknowledged by government or the media.
The survey also suggested that there is limited knowledge of the nega-
tive affects of rapid change in the workplace and little involvement of
the scientist in the change process (Weekes et al., 2001).

In 2001, a qualitative study was performed using focus groups explor-
ing medical scientists’ perceptions on the causes, effects and problems
created by change in the health care sector (Weekes, 2003). This further
study found that in order to facilitate workplace reform, work processes
in the laboratory had changed. There was increased shiftwork, multi-
skilling and job broadening with fewer training and research opportun-
ities. These changes resulted in work intensification as scientists
struggled to maintain the quality of work produced (Weekes, 2003). The
following discussion draws upon this study.

The processes behind workplace change

The history of change that produced work intensification for medical
scientists pre-dates the shift to a state Liberal-National government
and the introduction of Casemix DRGs. In 1989, two per cent of the
staff in laboratories were medical doctors, but their salaries represented
eight to ten per cent of total costs. As a consequence productivity gains
and cost cutting targets needed to be achieved and since medical scien-
tists were by far the largest group in pathology laboratories in Victoria
at that time, their work became a prime target for rationalization. Little
consideration was given to the impact this rationalization might have
on the working conditions of medical scientists employed in this area.
The National Health Strategy Directions for Pathology (Deeble and Lewis-
Hughes, 1991) background paper heralded a series of reviews at the
major laboratories throughout metropolitan Melbourne including a
Ministerial Review recommending streamlining of pathology services
by merging or contracting out several public pathology services to
other public hospitals (Deloitte, Touche and Tohmatsu, 1993). Cost
containment became an important issue for governments and the
Kearney and Whitfield Review (1991) found that there was potential
for rationalization of routine, highly automated services among the
hospitals within the inner city area, in the interests of cost efficiency.
When the state Liberal-National government came to office in 1992
pathology was identified as a ‘non-core’ business enabling it to be out-
sourced or transformed into a business (fee-for-service arrangements)
with the hospital being accountable for the financial performance of
the unit but not funded to run it as part of the ordinary operations of
the hospital (Duckett, 1995, p. 118). This led to the introduction of the
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‘level playing field’ allowing public pathology services to compete with
private sector pathology. The radical reduction in public funding for
hospital pathologies forced many to reduce staffing levels through
Voluntary Departure Packages (VDPs). By 1995 most country and
regional pathology services were privatized (Bremner and Kelly, 2000,
p- 9) and many skilled and experienced scientists left the public system
because the VDPs were structured in such a way that were more attrac-
tive to those on higher salaries (Bremner and Kelly, 2000, p. 8). It also
led to a radical shift in the nature of work performed by medical scien-
tists, from a set of routine and highly specialist tests linked to diagnosis
and research performed for public patients, to routine high volume
tests ordered by doctors for their patients, either public or private. At
the same time staffing profiles shifted with the replacement of man-
agers drawn from the ranks of scientists to those with business back-
grounds. The scientists were left to deal with the day-to-day activities;
managers to financial issues (Weekes, 2003).

At the same time as these changes in the organization of health
services and work were being introduced, the Liberal-National govern-
ment instigated a series of industrial relations changes to create a ‘more
malleable and compliant’ workforce (Teicher and von Gramberg, 1998,
p- 62). In order to maintain existing conditions, the medical scientists
sought to move from state to federal award industrial coverage
(Bremner and Kelly, 2000, p. 4). This development moved the Medical
Scientists’ Association Victoria into the federal government arena.
However, in 1996, the introduction of the Workplace Relations Act by
the Liberal-National government made collective bargaining the dom-
inant dispute settlement process and encouraged the development
of enterprise bargaining (Fox 1998, p. 281). This altered the way dis-
putes were settled, creating the possibility of increased industrial action
(Fox, 1998, p. 283). This was clearly demonstrated during the 1997
enterprise bargaining process when an angry MSAV membership
smarting after years of budget cuts, entered into its first state-wide
strike, in fact the first wide scale industrial action by medical scientists
in more than 10 years (Stanton, 2002, p. 113). Similarly in 2001 during
the third enterprise bargaining round the union was forced again to
recommend industrial action to its members (Kelly, 2001).

However, the processes of work intensification for medical scien-
tists went well beyond industrial relations reform, tensions between
their union and employers or the impact outsourcing and privatiza-
tion had on the organization of work. The use of pathology has
grown significantly over the last 25 years (Deeble and Lewis-Hughes,
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1991), suggesting an increase in consumer demand. Now, however,
pathology’s focus is more on the doctor ordering a battery of routine
tests, and less on the patient in need of specialist investigation. In
the study medical scientists reported that balancing the demands of
doctors in private against the needs of sick public patient was stress-
ful. For those working in the public sector the increase in private
demand, along with the reduction in staffing numbers had resulted
in increased workload. Added to this, previous activities directed
towards staff education, teaching and research were abandoned
or diminished, as they require funding outside of that generated
through the business component of the service. Continuing educa-
tion for medical scientists was for the most part, done in their own
time as there are few lulls in the flow of work. The outsourcing and
privatization of pathology services has also had a profound effect on
training and research. Fewer opportunities now exist for research or
for on-the-job training, not just for scientists, but also for the medical
specialisms of pathology and radiology (Royal College of Patholo-
gists, date not known). The scientists argued that the lack of research
has impacted on the quality of service as has the general processes of
work intensification and job insecurity.

Radical changes in medical technology have also impacted on the
way the work is organized for medical scientists. Over the last decade
the need to contain costs, increase quality control and efficiency
and the development of new assay techniques, automation, robotics
and information technology has played a major part in changing the
way medical scientists work (James, 1995). While much of this technol-
ogy has enabled an increase in work volume, it has also created ambi-
guity around the issue of autonomy. In some instances the technology
does the diagnosis, in others it merely performs the routine and
mundane tasks. However, many medical scientists argued that the
current emphasis on efficiency promulgated in the marketing of instru-
mentation in laboratories emphasizes workload issues and ease of use
(Abbott Diagnostics, 1993). Quality and scientific interpretation are rel-
egated into third and fourth place so that the work has become less
professional and more Tayloristic in its execution.

Automation had also brought increased work to laboratory staff,
especially where equipment is not compatible with existing technol-
ogy. It has increased work demand by simplifying the processes
enabling round the clock services resulting in increased amounts of
shift work for scientists. This invariably means that working hours
have extended into what was previously social time. Further to this,
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where previously large numbers of staff worked during business hours,
now more staff work shifts outside business hours, with senior medical
scientists required to be on-call 24-hours a day. The impact of shift
work goes beyond enduring unsocial hours; scientists complain that
they have fewer opportunities for professional contact with peers,
which in turn reflects on their expertise. As a consequence there is con-
siderable debate about whether the new technology had resulted in
upskilling, deskilling or merely multitasking.

There is a personal cost to the medical scientists resulting from the
radical changes that have impacted on the organization of work. The
scientists in the study argued that they had no control over the change
process and consequently felt powerless. Thus there was resistance, as
they perceived that the change processes were damaging to their
careers and job prospects as they had been deskilled. There was also
increased job dissatisfaction due to the work intensification, the move
to automation and the lack of control over their work. The participants
were suffering from high stress levels and had observed that morale
was low in the workplace. High stress levels resulting from deskilling
can result in ill-health through alienation and the lack of control over
the labour process (Peterson, 1999: 71-72). Several participants in
the study had experienced ill health due to work related stress with
one manager reporting he had suffered a classical case of ‘executive
burnout’. As scientists they had expected to be involved in the change
process but argued that the type of changes that were occurring
were not intellectually challenging and had ultimately led to desk-
illing. Change fatigue (Rance, 2002) had set in and most study
participants felt exhausted.

Discussion and conclusion

This chapter has provided two case studies that examined the claim
that the work of personal service attendants in one hospital in SA and
medical scientists in Victoria has intensified as a result of changes in
their work. These case studies can be examined in the light of the
framework outlined in the introduction of this chapter. The case of
the PSA’s demonstrates both extensive and intensive work effort.
Changes to the work of PSA’s included radical job redesign to create a
new occupational group, changes in duration and timing of their shifts
and less flexibility in their working hours. Job redesign also signifi-
cantly impacted on multiskilling and upskilling of tasks supporting
another facet of Beynon et al.’s (2002) thesis. This in turn created a
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series of problems where PSAs found that a number of cleaning jobs
needed to be re-commenced or schedules reorganized to fit the work
demands of higher status professional groups. PSAs also feel the pres-
sure of increased work surveillance through the pervasive human
resource technique of the quarterly cleaning audits (Beynon et al.,
2002). There is also strong evidence of increased work volume, given
the data on patient throughput and patient reduced length of stay out-
lined in Table 7.1.

In the past few years the PSAs in this study have also been subject to
job insecurity through a number of redundancies, although there is
insufficient evidence to suggest the union’s power has diminished or
that new technologies have impacted on their work (Green, 2004).
What is clear is that as their numbers reduced so too did those of
nursing staff. One of the key processes contributing to work intensifi-
cation is the increased pressure placed on other groups of workers,
when other occupational or professional groups in the team are under
pressure. In this study, one of the most significant factors of work
intensification for PSAs is related to work intensification experienced
by the nurses. When the nurses are under pressure, much more of the
mundane cleaning, patient retrieval and domestic work is left to PSAs.
This increased work volume is exacerbated by the reduction in PSA
numbers which in turn impacts on stress levels and as the evidence
suggests increases the injury rate.

The case of the medical scientists in Victoria also provides evidence
of work intensification. The introduction of shift work illustrates an
extensive increase in hours worked at least in terms of the hours being
non-standard in duration. Further, the shift from specialized diagnostic
testing to high volume routine work, supported by new technology
indicates an increase in intensive work effort. Job redesign demanded
by new technology and automation also produced job broadening, but
whether this has resulted in upskilling or just multi-tasking is a moot
point. Many medical scientists regard the labour saving technologies as
part of the process of de-skilling. Perhaps a more appropriate label is
‘job broadening’, regardless of it being multiskilling, upskilling or
deskilling.

Few lulls in the daily routine that once allowed for a focus on educa-
tion, training and research confirm the scientist’s view that the nature
of their work has changed. New methods of control have arisen as a
result of the introduction of more computer-based technology and
increased emphasis on quality control. The organization of work has
also changed for medical scientists; the ratio of pathologists to scientists
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has shifted, managers are now more often non-medically trained and
their focus is on profit, not science; and privatization (without the bol-
stering of government funding) has resulted in downsizing and a con-
centration on profit-making activities over service to the public sector
and research. Significantly, medical technology has contributed to this
shift in the labour process, with many routine tasks now performed by
machines, but the high cost of this technology demanding 24-hour,
round-the-clock service (Beynon et al., 2002). New forms of control
have appeared as there is increasing dominance of the doctor rather
than the patient as the customer creating stress for medical scientists.
Privatization has resulted in a shift in emphasis away from offering a
service to sick public patients to providing quick results for doctors,
whether they have public or private patients. There is also evidence of
increased work volume due to amalgamations, downsizing and aggrega-
tion of private laboratories, and the departure of many scientists. The
introduction of new technology has increased expectations of the cus-
tomer for a quicker turn around time for their results thus increasing
the pace of work.

Medical scientists employed in pathology services appear to have
strong links to their union and to readily engage in EB when it
comes up for renewal; their allegiances have shifted ground from a
strong sense of professionalism over unionization to a more middle
ground. However, this does not mean that the union has increased
its strength over this period of industrial dispute. Young (2002)
writing of the same period notes that while union membership
remained stable for medical scientists the shift to the private sector
reduced its influence. This may well be because the shift to privatiza-
tion has resulted in fewer opportunities for advancement and a nar-
rower career path, along with less opportunity for professional and
union activity.

There has been considerable increase in work intensification in the
health sector. It has not been restricted to nurses or doctors, but is
system wide and, as a consequence, is doubly intensified for health
professionals and occupational groups given the high demand
placed on them all to integrate their work in order to ensure
efficient, health-promoting patient flow through the system. In this
chapter we have focused on PSAs and medical scientists, but no
doubt the processes of work intensification are also evident in the
community and private sector. The negative implications of this
work intensification on caring and service labour are outlined in
other chapters in this book.
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Notes

1 A version of this chapter which focuses on the Personal Service Attendants
was presented by the first author at the AIRAANZ conference in Sydney in
2005.

2 Because of the need to maintain anonymity references are used sparingly in
this case study.

3 Three models of nursing are practiced in Australian hospitals; team nursing
where tasks are divided between staff according to experience and grade;
comprehensive where a team of nurses perform all the tasks for a patient
during their shift and primary nursing where one nurse performs all tasks for
the client during the patient’s episode of care.
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Emotional Labour and Aged Care
Work

Sue Stack

Introduction

This chapter considers the risks inherent in managing those performing
emotional labour in environments that reflect the philosophies of
managed care. Drawing on a South Australian case study in aged care, it
illustrates the link between the demands of emotional labour and the
contradictions imposed on managers attempting to simultaneously min-
imize costs while providing quality care and quality work environments.
Health and aged care workers experience the weight of emotional labour
in both their jobs and in the framework of their organizational settings,
often in ways that challenge their health and well-being and that ulti-
mately has an impact on organizational performance. A deeper under-
standing of the range of factors aggravating the emotional labour
content of care work is a salient concern given the need to attract and
retain workers to the health and aged care sectors. It alerts us to the
broad dimensions of human resource management characteristic of this
industry.

Background context to aged care work

With one of the highest rates of residential aged care in the world,
Australia’s 3000 residential aged care providers accommodate and
support approximately 144,000 people who can no longer manage to
live in their own homes. This occurs in residential aged care facilities
where a mix of private, not-for-profit and government organizations
provides low level (hostel) and high level (nursing home) care.
Residential aged care is funded from a combination of fees and pay-
ments levied on those entering care (determined by the level of care
required and based on an income test) and offset by government sub-
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sidies (Commonwealth expenditure on residential aged care in
2000-03 was $4.3 billion). Reforms flowing from the Aged Care Act
(1997), the legislative framework under which care is provided, have
generated significant changes to the environment within which care is
delivered. (Commonwealth Department of Health and Ageing, 2002a;
Aged and Community Services Australia, 2004).!

A case study carried out in South Australia drew attention to a dimen-
sion of these reforms that have not always clearly focused on the aspects
of emotional labour that are inherent in effective aged care work and
that can affect good outcomes in this and other areas of organizational
performance. In an industry where labour accounts for around 80 per
cent of costs (Duckett, 2000) a key and contentious feature of the
reforms is the demand it places on providers themselves to balance cost
effectiveness with quality care. This pressure and an underlying fear that
cost efficiency now takes priority over care, has led to strong resistance
to these reforms from health professionals in Australia (Braithwaite,
2001; Crew, Armstrong and Van Der Weyden, 2003).

Coinciding with the reforms have been changes to the aged care
workforce. These include a decline in the size of that workforce
(Australian Institute of Health and Welfare, 1999) with a significant
number moving out of the aged care industry to find employment else-
where as well as an increasing number of nurses who are registered
to practice, choosing not to work as a nurse. There has also been a
reduction in the number of specialist aged care nurses, with an 18 per
cent reduction in the number of geriatric/gerontology clinicians with
professional training (Healy and Richardson, 2003, p. 4).2

At the same time, there has been a rapid expansion of employment
for personal care assistants (PCAs), those performing a range of per-
sonal tasks associated with the daily living activities that nursing
home residents can no longer manage for themselves. These include
help with personal hygiene - toileting, bathing, grooming, dressing,
feeding and mobility. In a period of just five years (1993-99) the
number of PCAs has more than doubled in nursing homes, and has
come close to doing the same in hostels. The minimum qualification
for PCAs to perform basic activities associated with low care needs is
a Certificate III in Health and Community Studies, while for those
providing services to the 74,000 elderly with complex or high care
needs, a Certificate IV is considered appropriate. Theoretically, these
are the minimum qualifications for PCAs yet, in reality, about 40 per
cent of them have not studied beyond secondary school (Healy and
Richardson, 2003, p. 13).
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These trends of labour substitution represent one of the measures
that providers take to contain service costs. However, the movement of
highly qualified aged care workers such as nurses out of the nursing
labour force and the difficulty of attracting and retaining sufficient
people willing to undertake paid care work largely reflects the impact
of other cost minimization techniques on what is essentially emotional
labour.

The significance of the concept of emotional labour as integral to
service work and the caring professions is well recognized (Hochschild,
1983; Scott, Aiken, Mechanic and Moravcsik, 1995; Davies, 1995;
Steinberg and Figart, 1999). Like physical labour, it can feel difficult
and can leave the worker tired and drained. Workers in aged care expe-
rience the weight of emotional labour from the job itself and from the
organizational setting in which the work is performed; often in ways
that challenge their health and well-being and that can ultimately
impact on organizational performance. Understanding how changes
to the aged care environment add organizational stressors to work that
is already high in its emotional labour content is an important first
step in attracting and retaining sufficient workers to meet the antici-
pated increase in demand for carers. What is it then that we know
about the nature of emotional labour in aged care work?

Emotional labour

Emotional labour and the idea of regulating one’s emotions are not
new. Goffman’s (1959) early work suggested that people play roles and
attempt to create certain impressions in practically all social interac-
tions. This act of displaying appropriate emotion or ‘conforming with
a display rule’ rather than expressing inner feelings (Ashforth and
Humphrey, 1993, p. 90) locates the idea in everyday life, while other
definitions focus on the effort, planning and control needed to express
‘organizationally desired’ emotions during interpersonal transactions
(Morris and Feldman, 1996, p. 987). Hochschild’s concept of emotional
labour helps us to understand the regulation of emotions at work. The
concept of emotion work?® referred to here is not limited to the unidi-
mensional positive or negative display of emotions that Hochschild
identified as being expected of employees in their relations with cus-
tomers or other members of their own organization and of the sort
found in service occupations such as flight attendants or debt collec-
tors (Hochschild, 1983). A prominent issue in some of those cases is
that of ‘authenticity’, the problem that the feelings an employee
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is expected to display are not those that the employee actually feels
(Kunda and Maanen, 1999).

Different issues arise when the expression of organizationally desired
emotions are consistent with the feelings experienced by employees, in
ways that enhance emotional congruence and positively relate to their
personal accomplishment. This congruence can be found among care
workers, who are known to come to aged care work with a predisposi-
tion for enjoying the relational aspects of caring (Lescoe-Long, 2000,
p- 73). It signals the positive implications of emotion work, confirming
that the work per se is not necessarily negative but rather, it can be a
source of reward, compensating for some of the stresses involved.
Nevertheless, our understanding of the psychological wellbeing of
those engaged in emotion work is limited if it fails to recognize that
the positive feelings associated with job satisfaction are dependent on
situational requirements not exceeding a person’s abilities, needs and
resources (Zapf, Vogt, Seifert, Mertini and Isic, 1999, p. 531).

The significance of situational variables is that it places emotional
labour within a social context, highlighting policy frameworks and
organizational environments as dimensions over and above the
notion of an individual stress response, broadening our understand-
ing of risks to occupational health and safety. The multidimensional
construct proposed by Zapf et al. (1999) alerts us to two aspects of
emotion work particularly relevant to aged care. They are, the ‘sensi-
tivity requirements’ and ‘interaction control’ and each of these finds
expression in two of Maslach’s (2000) core components of the multi-
dimensional theory of burnout: emotional exhaustion and reduced
personal accomplishment.

The ‘sensitivity requirement’ (the necessity to be sensitive and to con-
sider the emotions of another) is perhaps most clearly illustrated in
many domestic settings, where we ‘sense’ the requirement to respond to
partners or offspring for whom we experience some emotion, some
feeling of compassion, sympathy or love. It is thus a component of
caring in a domestic sense (Steinberg and Figart, 1999). We may also care
for people when we promote or maintain their welfare, in ways that
might not always involve those affections, but which will nevertheless
require sensitivity to another.

Nursing home care work is one notable area where emotional labour
is part of paid employment, but it also involves ‘caring relationships’.
In this context, a large body of literature has grown up about the
nature of ‘caring’ in the nursing environment (Clifford, 1995 and refer-
ences therein). For those nursing the elderly, caring is a fundamental
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component of their work for reasons that have to do with good clinical
and psychosocial outcomes and sensitivity is integral to this. The sensi-
tivity requirement is high because knowledge of the resident and/or
their family is a prerequisite for appropriate responses on the part of
the care worker. The greater the degree of sensitivity, the greater the
likelihood that the bonds of trust and communication are fostered
in ways that enable nurses and care workers to effectively diagnose,
prescribe and gain compliance with prescribed regimens, in much
the same way as it is integral to medical competence (Scott, Aiken,
Mechanic and Moravcsik, 1995, p. 78).

Sensitivity is also paramount at the other end of the care continuum,
where affective dimensions, including companionship and emotional
support are involved (Aronson and Neysmith, 1996). In the aged care
context, caring involves sensitively attending physically, mentally and
emotionally to the needs of the resident. In other words, it is about
‘caring for’ (in the sense of ‘caring about’) as well as ‘taking care of’ the
elderly. Thus, the empathy shown by the caregiver toward a resident
and their family has a direct bearing on perceptions of service quality,
notwithstanding the ethical and philosophical underpinnings of this
requirement (Olsen, 1991; Provis and Stack, 2004). The affective
responses to the elderly are a reality of working with people who may
be ill or suffering and such responses are essentially human as much as
they may be professional.

However, building relationships with residents and their families
is something that takes time and requires considerable knowledge of
the resident as a person. Organizationally, the degree to which work
processes and workplace characteristics are themselves ‘sensitive’ to
these requirements in turn influences service quality. In aged care,
nurses and care workers exist in institutionalized settings that can
diminish the likelihood of caring relationships developing between
themselves and residents. Administratively and organizationally facil-
ities that are built on hospital models of efficient, almost mechanized
care can rob workers of an ability to get to know residents and res-
pond to their individual needs. Aged care reforms that reflect the
philosophies of managed care are one area where these difficulties are
compounded.

Managed care

At its simplest, managed care is the term used to describe a health care
delivery system that manages access, cost and quality of health care by
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monitoring how and in what manner services are provided. Origina-
ting in the United States during the 1980s, it arose at a time when
insurance funds were passing back to employers, increases in health
charges.* Employers responded by claiming that their international
competitiveness was being compromised by the high cost of health
insurance being paid by them on behalf of their employees. Against
this background new organizations emerged that saw the potential to
make large savings for employers by being more assertive in managing
care and costs (Marcus, 2000).

These new, managed care organizations (MCOs) took a variety of
forms but were, unlike the traditional indemnity-type insurance
funds, mainly for-profit organizations. Spurred by the need to gener-
ate profits and provide returns to shareholders, MCOs made several
innovations in order to reduce costs to employers and gain market
share. Observing that ‘if all care were of high quality and appropriate,
and if resources were unlimited, managed care would be unnecessary’,
LaPuma, Schiedermayer and Seigler (1995, p. 643) alluded to the
trade-off between quality and funding. Nevertheless, the promise
of cost control and subsequent profits was seductive and a variety of
managed care approaches have come to dominate the healthcare
industry (Marcus, 2000).

In following the lead of Britain and New Zealand, the deregulation of
aged care services in Australia represents a shift towards managed care,
moving the provision of these services away from government and
placing accountability for outcomes directly with individual providers
(Barnett and Jacobs, 2000; Bach, 2002; Ham, 1997). It is witnessed by a
reduction in federal government ownership of residential places from
11.6 per cent in 1996-7 to 9.4 per cent in 2000-1 (Aged and Com-
munity Services Australia, 2001). Aged care reforms have also discour-
aged the number of admissions to high care nursing homes, while
encouraging the growth of low care hostel accommodation for the aged.
At the same time, they have promoted the possibility that providers
would be able to generate a 12 per cent return on investment (Aged and
Community Services Australia, 2001). In moving from the direct provi-
sion of services, the government focuses instead on policies for health
care financing, consistent with managed care and New Public Manage-
ment philosophies. These are accompanied by a bewildering array of
complex funding arrangements. At the most basic level, the elderly are
assessed and approved eligible for care according to an eight-level scale
where ‘one’ denotes the highest level of care (and the highest level
of funding provided) and ‘eight’ denotes a lower level of care (and no
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government funding). Regardless of the funding mix, there exists the
need to minimize costs if the profits are to be returned to the 27 per
cent of private providers who own residential care places, while the
64 per cent of not-for-profit providers must similarly minimize costs if
they are to remain viable.

A range of performance management systems supports the funding
arrangements and increases in regulatory activity, with associated goals
and targets reflecting policies directed toward increased efficiency and
cost minimization. But these goals bring their own costs and the South
Australian study, reflecting similarities with international studies, has
highlighted a set of contradictions imposed on managers and workers
attempting to provide quality care to the elderly under these regimes.
In linking emotional labour to the requirements of managed care, the
study provides particular insights into the burnout process among aged
care workers, where feelings of inequity are experienced in their rela-
tionships with the recipients of their care and in their relationships
with their organizations. The findings also illustrate one of the key and
contentious features of managed care that requires care providers to be
resource agents and assumes that they will be both patient advocates
and MCO advocates, even when these roles seem to conflict.

Methodology

The study was an extension of a project that benchmarked absenteeism
in the aged care sector and was designed to delve beneath the surface
of the absentee rates to identify why staff stayed away from work
(Stack, 2003). The earlier benchmarking exercise was itself consistent
with trends associated with managed care requirements to report
human resource outcomes and demonstrate continuous improvement
in organizational performance. The extended project involved an
in-depth case study of a not-for-profit aged care organization that
employed some 300 care workers, under a variety of different employ-
ment arrangements, to provide 24-hour care for some 500 elderly
people. Care was provided through two hostels, four nursing homes
and 101 independent living units across five localities.

The study surveyed all care workers and their managers. Twenty-
five per cent of respondents provided biographical data, reasons for
absenteeism and levels of satisfaction with various aspects of work,
descriptions of the most meaningful aspects of work performed and
factors that undermined these. Care workers and their managers
described their work experiences during follow-up interviews, while
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on-site observations added further insights into the nature of the
work environment.

Study findings

Two key aspects of managed care linked to caring work and emotional
labour raised concerns for workers. One of these was the impact of
cost-minimization strategies and the other was role conflict. Among
the findings that revealed links with specific forms of cost minimiza-
tion, was labour substitution. Sixty-five per cent of study respondents
were PCAs, while 25 per cent were registered nurses and 14 per cent,
enrolled nurses. Further, the majority (70 per cent) of respondents were
employed on a part-time basis, while 20 per cent were casual.
Respondents represented an ageing workforce, primarily women, and
just over half the study respondents were the main income earners in
their households, while 18 per cent had multiple employers. Their
primary reason for absenteeism was personal sickness (cited by 58 per
cent of respondents). In addition, 30 per cent nominated the need to
care for family members, while 24 per cent also cited personal exhaus-
tion as specific reasons for being absent from work. All interviewees
described the work environment in which they cared for the elderly as
characterized by labour intensive administrative processes that divert
scarce resources from the provision of care to the processing of ‘red tape’.

Discussion

It became clear that the managed care imperative of cost-minimization
exacts it own toll. For employers, the duty of care to employees
becomes more onerous the less skilled the workforce. There are added
costs in terms of information, training and supervision to ensure
workers are sufficiently well trained to safely perform their work.®

A broad appreciation of duty of care towards employees requires managers
to acknowledge the interactive effects of the gendered nature of caring, the
ageing of the workforce and the likelihood that workers may be performing
both paid and unpaid emotional labour. We know that care workers come
to aged care with considerable experience in this type of work, often having
cared for their children or their parents and, in so doing, commodify skills
gained through their lived experience. Many continue to have caring
responsibilities outside their paid work (ABS, 1998),% yet changes in the
workplace have reduced the number of hours available to spend on caring
within the home and in communities (Hochschild, 1997; Pocock, 2003).
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The concerns that workers in Pocock’s (2003) study felt about ‘being
there’ for the family or feeling ‘out of control’ ‘being stretched or torn’
are concerns that add to the emotional labour that they might perform
at work. Unlike many of the participants in Hochschild’s (1997) study
who ‘retreated’ to the predictability and order of their work to escape
from the emotionally high and increasingly chaotic demands of
unpaid care work, aged care workers face these demands at work also.
There is no suggestion here that either type of care work in its own
right is directly responsible for the exhaustion that care workers feel.
Rather, as international studies remind us, it is the conditions under
which the work is performed that more strongly relates to strain and
burnout (Maslach and Schaufeli, 1993; Hemingway and Smith, 1999;
Seago, 2000).

In managed care environments, the paradox for workers attempting
to balance their self-care needs with caring for others, by working
casual or part-time, is that they find themselves exploited by a system
that positively values the savings in labour cost, while the workers risk
becoming the ‘working poor’. In the study being reported on here, cost
minimization already subjects care workers to low pay (even with the
prospect of full-time, permanent work), uncertain terms and condi-
tions of employment, poor training, little organizational support and a
lack of collective representation.” Some resort to combining a variety of
other jobs in order to survive (sometimes involving care work but not
always) and, in doing so, further exacerbate the emotional overload
that can lead to poor health outcomes for themselves, a diminished
capacity to effectively care for others and workplace absenteeism.

The dilemma for service providers under managed care arrangements
is that, while at arms length and purportedly liberated from govern-
ment bureaucracy, they are nonetheless confronted with an actual
increase in regulatory activity and performance management systems
(The Aged Care Standards and Accreditation Agency Ltd, 2005). This
has particular effects on those delivering aged care and, throughout the
case study and at every level, carers expressed frustration with role
conflicts brought about by the reforms.

These conflicts revolve around service providers’ responsibilities to
residents and the sometimes contrary demands that are made on them
where they are held accountable for a range of administrative ‘out-
comes’ seemingly unrelated to hands-on care, or meeting the deeper
emotional needs of residents necessary to promote their quality of life.
This is consistent with international studies that have shown that the
subsequent role conflict cascading down to care workers is one of a
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range of organizational stressors leading to exaggerated levels of emo-
tional exhaustion that can adversely affect quality of care (Zapf et al.,
2001).

Care workers in the South Australian study expressed their intense
frustration with the requirement for increased recording and docu-
menting of activities that encroach on the time available for residents’
care, describing it as ‘time that could be better spent caring for people’, as
cutting into ‘actual care time’ and ‘severely hampering ability to meet resi-
dent care needs’. The tensions and pressures on staff of not having
enough time to interact with residents and provide personal care are
well documented as contributing to high attrition rates in nursing
homes (Commonwealth Department of Health and Ageing, 2002a).
This is further compounded by resultant staff shortages.

Likewise, managers experience conflict between their role as health
professionals, their role as managers of care workers and their role as
resource agents. As health professionals they recognize their role as
advocate for the elderly and are conscious of the link between the pri-
vatization of aged care and the lower quality of that care (Braithwaite,
2001, p. 445). They know too that many nursing home residents are
very ill or cognitively impaired, lacking the ability both to discern and
to identify aspects of quality. Notions of ‘choice’ for these elderly are
unrealistic when they are too sick to vote with their feet and have little
choice but to remain where they are. Residents are often highly depen-
dent people, unable or unwilling to speak out and, without active kin
or guardianship support they lack sufficient representation of their
interests to have an effective voice on matters of quality.

For managers, their own work environment compromises their role
as resident advocate. They are subject to work intensification and orga-
nizational productivity imperatives requiring their greater attention
to managing administrative processes and performing back-office work.
This distances them from the resident-carer interface, increasingly
inhibiting their ability to fully know about the needs of both workers
and residents, undermining their ability to make well-informed,
quality decisions about resource allocation within their sphere of
influence.

The language of managed care distances staff from an individualized
understanding of the concept of caring. While residential ‘care’ was
once provided in ‘old people’s homes’ we now provide ‘services’ to
‘clients’ in aged care ‘facilities’, a vernacular reinforcing systems and
processes that coalesce to challenge the role of caring in a personal
sense.
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Managed care sidelines the strategic human dimensions of care in
other ways that create conflict for managers. A quality focus that prizes
technical systems, processes and the physical infrastructure was evi-
denced in the study organization, where managers were busy ensuring
building redevelopment incorporated a specified number of en suite
bathrooms for residents. However, they complained that nowhere
among the many performance standards to which they were subject
was there a specified minimum staff: resident ratio. As one manager
observed it doesn’t matter how many en suites we have if we haven’t
got the staff to help the residents use them.

Minimizing labour costs affects organizational capability in other
ways. Not only is there the conflict for managers in the organization’s
reduced capacity to provide care for residents, it also diminishes their
own professional status. Lacking pay parity with similar professionals
and occupational groups in the health sector, managers in aged care
environments feel marginalized, seeing themselves as the poor cousins of
the health professionals. Commenting on similar affects on professionals
in the UK National Health Service, Flanagan noted that these condi-
tions undermine managers’ ability to create positive organizational
cultures because, ‘when managers themselves feel under threat, under-
valued and over-stressed, they are considered less likely to be mindful
of the sensitivities of their staff’ (Flanagan, 1997, p. 188). Evidence of
this is the increase in reported incidents of bullying of staff by man-
agers in aged care facilities (The Liquor, Hospitality & Miscellaneous
Workers Union, 2004).

Managed care frameworks overlook two facts. First, they give rise to
factors conspiring against sensitivity and supportive organizational cul-
tures. Secondly, these factors are particularly important to the work
environment for workers performing emotional labour. The reality for
workers is that there will be nursing home residents incapable of
expressing gratitude or returning positive feelings to care workers, who
then require avenues for restoring balance and reciprocity to the caring
relationship. In other words, care workers’ emotional investment in
residents needs to be balanced by the organizations for which they
work, by alleviating workloads or providing some other form of social
support. Essentially, this describes the dual-level, social exchange
model of burnout.

Under this model, if emotional work is high, if there is little reciproc-
ity at the interpersonal level, if the organization stressors are high and if
the individuals believe that more could be done to reduce these stressors,
then the emotional demands at the interpersonal level may not be seen
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as balanced at the organizational level (Schaufeli, Van Dierendonck and
Van Gorp, 1996). Given these circumstances, emotional labour is being
performed under aggravating conditions, a coincidence that relates to
high levels of burnout. The irony is that the emotional dissonance and
exhaustion for care workers that these conditions create, affects other
performance outcomes that managed care would wish to see avoided,
namely, the direct and indirect costs associated with absenteeism and
high turnover (Commonwealth Department of Health and Ageing,
2002b).

Another performance indicator, ‘quality’ of care, can be affected in
one of two ways. One way is for scarce resources and work intensifi-
cation to simply result in carers neglecting residents. Burnout and
exhaustion among care workers on the other hand has other more
serious implications for how the elderly are treated. They may be at
risk of carers adopting inappropriate but nonetheless well recognized
coping mechanisms that lead them to distance themselves from resi-
dents, to develop attitudes of protective cynicism, to dehumanize them
or treat them in demeaning ways (Scott et al., 1995, p. 83). It is at this
point that we witness the intersection of human resource management
with risk management.®

Nevertheless, in managing risks to quality and risks to occupational
health and safety, audit cultures characteristic of managed care focus
more on technical systems of measuring and accounting for perfor-
mance indicators, than they do on understanding the interactive
effects of work with a high emotional labour content, the conditions
under which it is performed and the individual characteristics of those
performing it. Poignant reminders of how this may lead to inappropri-
ate problem-definition and, hence, inappropriate solutions are found
in the following examples.

In one very simple case a care worker in the study bemoaned the fact
that she did not have ten minutes to help a nursing home resident
start her knitting. She felt frustrated by this because to do so would
have been an appropriate response to the resident’s psychosocial
care needs, enabling her to engage in a meaningfully activity for the
remainder of the day, something the carer expected would contribute
to her contentment and well-being. The carer further observed that
this aspect of quality care often results in a more settled and responsive
resident later in the day. The interactive effects described by the carer
who wanted to engage in an act of human kindness that was part of
effective care work is largely ignored by the tight scheduling of carers’
time.
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In another case, a managed care focus on lowering costs (through
work-related insurance claims), while framed as an exercise in continu-
ous improvement in working conditions for carers, illustrates the extent
to which the focus was more on technical aspects of the problem than
on the human element. Not only can residents fail to acknowledge and
reciprocate the efforts of carers, they can also be resistant to care in
ways that impact on workers’ safety. In exploring the prevalence of resi-
dents being resistant to care as a cause of staff injury in residential aged
care one insurance company study took as its point of reference
the elderly person as the problem and explored ways to deal with ‘the
difficult resident’ (Cody and Grealy, 2000).

Recommendations arising from that investigation suggested that
management might approach the problem by minimizing the fre-
quency of activities of daily living intervention whilst increasing the
therapeutic interventions. If the therapeutic interventions included
helping residents who wanted to start their knitting, or engage in other
activities that might be conducive to a more contented resident at days
end - one less resistant to care, this seems a worthwhile suggestion.
However, the further suggestion that management investigate hygiene
approaches other than the standard showering and sponging of resi-
dents (though what ‘other’ approaches there might be are hard to
imagine) overlooks that aspect of hygiene that carers tell us is already
both frustrating and emotionally demanding for them and demeaning
for residents.

Carers in the South Australian study who were relatively new to aged
care were ‘shocked’ that they were required to undertake hygiene rou-
tines ‘on a production-line basis’ having only ‘fifteen minutes to wake,
toilet, shower, dress and feed residents in the morning’. They spoke of
the complexity of delivering these services to residents distinguished by
their different individual physical and social needs, while being required
to arrange the care around them as though they were inanimate objects.

From the birthplace of managed care, Gass (2004) studied residents
in Hall 300, and provided poignant and heroic examples of carers
attempting to perform these dual roles, observing that, although the
business of performing intimate tasks for residents becomes quotidian
enough, it is a never-ending battle between these basic demands and
the filling of deep emotional holes in the 17.3 minutes per day each
resident can ask of the carers time. Other studies have also highlighted
the poverty of interaction resulting when there are too few resources in
terms of available carers and the time they have to care (Edwards et al.,
2003). Residents can simply be left staring at the world for hours on
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end, unable to access something that may be of interest, while the
busyness of managed care goes on around them.

Conclusion

Under managed care environments emotional labour is being har-
nessed to increase productivity and improve organizational perfor-
mance in health and aged care settings, but a key theme to emerge
from this study is that managed care promotes discrete outcomes in
areas where interactive effects are not easily accounted for. While orga-
nizations seek to provide quality care, managed care regimes fail to
capture the reality of workers’ concrete circumstances that bear on
their ability to effectively respond and provide that care.

In the case of care work performed in environments that are insensi-
tive to the requirements of emotional labour, we find a conceptual
overlap between task — or organization related — and interaction related
predictors of exhaustion and burnout among an aged care workforce.
The study findings highlight the practical implications of this overlap
and an environment where health outcomes are defined in abstract
and often narrow economic terms, where aspirations are expressed as
goals concerning process (for example number of Workcover incidents
and reduction in costs), rather than goals concerning the quality of
human interaction: the essence of caring.

Clearly, aspects of the work are satisfying for those individuals strug-
gling to provide effective care. The challenge is to address, in an inte-
grated way, the range of factors aggravating the emotional labour
content of care work that undermines job satisfaction and to provide
workplace conditions that restore balance and reciprocity to the caring
relationship. Only then can we achieve good performance outcomes in
terms of attracting and retaining an aged care workforce and providing
quality care.

Notes

1 For a comprehensive analysis of aged care policy in Australia see Kendig, H.
and Duckett, S. ‘Australian Directions in Aged Care: The Generation of
Policies for Generations of Older People’, Australian Health Policy Institute
Commissioned Paper Series 2001/05, at www.usyd.edu.au/chs/ahpi/publica-
tions

2 Comparing Census 1996 and 2001, it is noted that the 83,833 employed
persons in the aged care workforce (nursing homes and aged accommoda-
tion combined) represents a 14 per cent reduction in the size of the aged care
workforce over that period (Healy and Richardson, 2003: 20)
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3 In this chapter the terms ‘emotion work’ and ‘emotional labour’ are used
interchangeably as appropriate to the discussion.

4 Unlike Australia, Canada and the United Kingdom, the United States does
not have a universal publicly financed health scheme. While it does have
two publicly funded schemes for the elderly and some of the poor (Medicare
and Medicaid), the working population are either covered by private health
insurance or are uninsured.

5 That these costs are not being provided for is reflected in the absenteeism study
where less than half the respondents had received personal stress management
training and just over half had received specific training in understanding
dementia and dealing with aggressive behaviour, while accessing training was
made more complicated by fragmented employment arrangements.

6 In 1998 women made up 70 per cent of the unpaid primary carers of the dis-
abled and aged while 13 per cent of the total workforce had caring responsibil-
ities for an older person or someone with a disability (ABS Cat. No. 4436.0,
1998).

7 Assistant Secretary, South Australian branch of the Liquor, Hospitality &
Miscellaneous Workers Union Assistant Secretary, reports that union density
among workers in residential aged care facilities in South Australia averages
around 30 per cent although this varies significantly from site to site.

8 The employer’s duty of care to employees under common law (Occupational
Health, Safety and Welfare Act, 1986 [SA]) covers more than the work they
are doing and workplace conditions, to include potential exposure to risk
from the foreseeable conduct of third parties and some workers are at an
increased risk of violence either because of where they work, or the type of
work that they do. For aged care providers, the challenging and potentially
violent behaviour likely to result from increasing numbers of elderly resi-
dents suffering dementia compels them to find ways of minimizing physical
risks to carers.
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Flexibility at a Cost: Responding to a
Skilled Labour Shortage

Keith Townsend and Cameron Allan’

Introduction

There is currently a major shortage of working nurses in Australia. It is
expected that this shortage will worsen in the immediate future (AIHW,
2003; Buchanan and Considine, 2002; DEST, 2002). A recent govern-
ment report indicates a shortfall of 31,000 nurses by 2006 (DEST, 2002).
This skilled labour shortage is not confined to Australia and is an inter-
national problem (Loquist, 2002). Countries such as the UK and the USA
have experienced long-term problems in nursing labour supply and have
relied extensively on immigration to supplement local labour shortages
(Davis and Nichols, 2002).

In Australia, one of the features with the nursing labour shortage,
particularly for hospital nurses, is that many trained nurses are not
working in nursing or not working as hospital nurses. One of the con-
sequences of labour shortages is that the existing nursing workforce
has to labour more extensively and intensively to compensate for the
shortage of nurses (Buchanan and Considine, 2002). Nursing shortages
can create a negative cycle where long working hours leads to work dis-
satisfaction for nurses and exit from the occupation or industry which
in turn exacerbates the nursing shortage (Allan, 1998). A critical imper-
ative for managers and policy makers, therefore, is to find ways to
recruit and retain nurses to augment the labour supply and ease the
workload of the existing nursing workforce.

This chapter examines this issue by exploring the strategies adopted by
one hospital to deal with the problems of a nursing labour shortage and
excessive workloads for their nursing staff. The organization, Sympathy
Hospital, initially used agency labour to supplement the permanent
workforce. However, due to problems associated with labour quality and
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cost, the organization devised a new policy of working-time flexibility as
a means of attracting new recruits to the hospital. This chapter explores
how this new work-time policy worked in practice and examines some of
the problems that arose from its implementation.

The nursing shortage — problems and responses

The current shortage of skilled nursing labour will worsen before it
improves (AIHW, 2003; Buchanan and Considine, 2002; DEST, 2002).
Research has identified four factors which will contribute to continu-
ing labour shortages (Armstrong, 2001; Fleming, Evans and Chutka,
2003; Loquist, 2002; Watson, 2001). First, the average age of the
nursing population - currently 42 years — is increasing (AIHW, 2004).
When the cohort of older nurses retires in the next decade or so, the
problem of labour shortage will get considerably worse (Armstrong,
2001).

Second, there is a reduced level of graduates from nursing pro-
grammes in Australian universities (AIHW, 2004). From 1996 to 2001,
the number of nursing graduates from higher education dropped by
19 per cent. While there has been an increase in the number of com-
mencing undergraduates in 2001 and 2002, there are insufficient
numbers of younger people entering nursing to replace those who are
leaving the workforce (Armstrong, 2001).

Third, demand for health care services is increasing. Health expendi-
ture has increased from 8.1 per cent in 1991/92 to 9.3 per cent in
2001-02 (AIHW, 2004). Economists (Guest and McDonald, 2000) esti-
mate that due to the ageing of the Australian population, the demand
for health services, and hence nurses, will increase markedly in coming
decades.

Finally, and most importantly for the context of this case study,
there is a significant number of nurses who choose not to work for
various reasons. A recent New South Wales (NSW) study has found that
up to a third of nurses who were registered to practice in that state
were either not working or not working in nursing (Nursing and
Health Services Research Consortium, 2000). The reasons why nurses
are not working in nursing include work intensification (Buchanan and
Considine, 2002; Victorian Government Department of Human
Services, 2001), the real or perceived threat of violence in the work-
place (Victorian Government Department of Human Services, 2001),
declining intrinsic satisfaction with nursing work due to managerial
preoccupation with cost control (Buchanan and Considine, 2002) and
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the inability to balance work/life issues (Queensland Nurses Union
cited in Lumley, 2001).

Policy makers and managers have a range of strategic options for
increasing the size of the active nursing workforce. One option is to
increase the labour supply either by educating more nurses in Australia
or through immigration. As noted above, the current nursing gradua-
tion rates from higher education are inadequate to meet current short-
ages. While there has been an increase in undergraduate entry to
universities, it will take some time for these new graduates to enter the
workforce.

An alternative solution to boost labour supply is to attract overseas
nurses. Recruiting nurses trained overseas is a common practice in coun-
tries such as the UK and the USA (Davis and Nichols, 2002; Loquist,
2002; Randolph, 2003; Smith, 2003). The USA has recruited foreign-
trained nurses since World War II, particularly from the Philippines
(Davis and Nichols, 2002). In Australia, in terms of net migration, there
are currently slightly more nurses arriving in Australia than departing
each year (AIHW, 2004). This modest addition to the supply of nurses is
unlikely to satisfy the current nursing shortage. While increased immi-
gration may be part of a longer-term solution, attention should not be
distracted from the factors causing nurses to leave nursing in the first
instance (Armstrong, 2003).

A second option to increase nursing labour supply is to improve
wages and conditions. A study by Buchanan and Considine (2002)
found that significantly improved pay would go some way towards
compensating nurses for the declining intrinsic satisfaction of nursing
work. However, health care administrators are generally reluctant to
adopt this option as nursing salaries comprise a significant component
of health care and hospital expenditure. The pursuit of comparative
wage justice is a strong normative influence on health unions and
wage increases offered to one occupational group are likely to spark
comparative wage claims from other heath workers to restore historical
wage relativities (see for example, Allan and Barry, 1999).

A different strategy to deal with the shortage of nurses is to allow
other categories of workers — such as enrolled nurses, assistants-
in-nursing, personal care assistants and administrative or operational
staff — to undertake work traditionally done by registered nurses (RNs).
Through this labour substitution strategy, the demand for RNs would be
lowered. This type of an adjustment process is essentially a longer-term
solution and needs to be considered in the context of national nursing
standards and regulations as laid out by the national Australian Nursing
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and Midwifery Council and the various states nursing councils. This
type of adjustment is also confounded as there are demarcation disputes
in some states between nursing and general unions over the boundaries
between nursing and non-nursing work. Any shift away from the use of
RNs needs to be considered with some care as some research indicates
the quality of care is positively associated with a skill mix were there is a
higher proportion of RNs (Shullanberger, 2000).

Perhaps the most obvious issue for dealing with labour shortages is
devising strategies to retain the existing workforce and to attract nurses
who are currently not working in nursing back into the labour force.
Research indicates that one of key desires of nurses is the attainment of
greater working time flexibility. A recent study (Nursing and Health
Services Research Consortium, 2000) of registered and enrolled nurses
not working in nursing found that more suitable working hours was
the most important factor that would attract these people back to
nursing (67 per cent). For these nurses, working time flexibility was far
more important than better pay (30 per cent), support in education
and training (26 per cent), improved working conditions (18 per cent)
and changes to management and work processes (17 per cent).

The ability to avoid the collusion between their work and non-
working lives is a major concern for employees (Pocock, 2003; Watson,
Buchanan, Campbell and Briggs, 2003). This desire for a work/life
balance is particularly pronounced in female-dominated occupations,
such as nursing, as women continue to do the majority of unpaid work
in the households of Australia (Morehead, 2003). Research (Lumley,
2001; Morehead, 2003) indicates that some nurses in some cases are
choosing casual or agency employment as a means of gaining greater
control over their work time.

In the following case study, we explore how one organization has
responded to the nursing shortage through the provision of greater
working time flexibility. We commence the chapter by outlining our
research methods and some basic features of nursing employment in
Queensland. We then provide a case study description of the introduc-
tion of working time flexibility at Sympathy Hospital. We conclude the
chapter by examining some of the implications of our findings.

Methods

This chapter focuses on the management of labour shortage at a private
hospital: Sympathy Hospital. This case study was part of a larger case
study and survey project that examined the transformation of working
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time in Australia. The larger study involved 17 case studies of working
time change in Queensland workplaces.? This chapter reports on the
detailed case study conducted at Sympathy Hospital and includes some
broader statistic evidence gathered from Sympathy and other case study
sites.

We selected Sympathy hospital for study because we were aware that
the organization was experimenting with work time change. At Symp-
athy Hospital, the data collection involved interviews with managers
and key personnel and focus groups with employees. Interviews were
conducted with the Director of Nursing (DON), Assistant Director of
Nursing, and Care Centre Managers. Four focus groups were conducted
with different cohorts of existing nursing staff, new recruits and
trainees. To ensure the identity of participants remained confidential,
no details about the staff position and date of interview are displayed
in the following discussion.

We also administered a survey at Sympathy Hospital and at 14 other
organizations as part of the larger study mentioned above. A random
sample was drawn at each workplace. The total response from the 15
organization was 963 useable surveys giving a response rate 42 per
cent. At Sympathy Hospital we received some 56 returns from nurses
representing a return rate of 23 per cent. In this chapter we will use
this comparative data to provide an interesting picture of the differ-
ences between the views and experiences of nurses and a wider sample
of employees in other organizations.

Acute hospitals in Queensland

The provision of hospital services in Queensland is dominated by the
public sector which accounts for approximately three-quarters of all
activity and employment (Allan, 1996). The private sector, though,
is still a major source of economic activity and employment. In
2001-2, there were 52 private acute hospitals in Queensland repre-
senting some 19 per cent of all private hospitals in Australia. In the
same period, these hospitals provided some 5279 beds or approxi-
mately one-quarter of all private acute hospital beds in Australia.
Approximately half of these facilities were operated on a for-profit
basis and a half operating on a not-for-profit basis. There were almost
11,000 personnel employed in Queensland acute and psychiatric
private hospitals in 2001-2 with a wages bill totalling $565 million.
Total income generated by these hospitals was $1.1 billion (ABS, 2003,
Tables, 4, 10, 11, 14).
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Nurses comprise approximately two-thirds of all employed staff in
private hospitals. Industrially and professionally, these nurses are repre-
sented by the Queensland Nurses’ Union of Employees (QNU). Blue-collar
staff employed for laundry work, cooking, cleaning, maintenance and
gardening account for roughly a quarter of the hospital workforce. These
workers are represented by the Australian Workers’ Union (AWU). The
clerical and administrative staff are covered by the Australian Services
Union (ASU). Private hospitals generally employ a small number of main-
tenance staff, covered by various craft unions. Very few other health pro-
fessionals such as doctors, physiotherapists, radiographers, pharmacists
and other allied health staff are employed directly by private hospitals,
particularly so in smaller establishments (Allan and Barry, 1999).

Sympathy hospital — recruitment at a cost

The Sympathy Hospital is a large 200 bed not-for-profit, inner-city,
Brisbane hospital. The hospital offers a wide range of acute and
medical services in specialities such as ear, nose and throat; gastroen-
terology and endoscopy; gynaecology; IVF; ophthalmology; oral and
facio-maxillary surgery; orthopaedics; paediatric surgery; physical reha-
bilitation; thoracic surgery; urology; vascular surgery; and cardiology. It
also has an accident and emergency unit, cardiac catheter laboratory,
several intensive care units, an endoscopy clinic, and a rehabilitation
unit. On a per annum basis, the hospital admits more that 10,000
patients and undertakes in excess of 10,000 operating theatre proce-
dures. Gross financial turnover is in the tens of millions of dollars.

The hospital employs more than 700 staff. Nurses are the most
numerous occupation comprising more than 50 per cent of the work-
force. In recent years, the organization had a policy of ensuring that
25 per cent of labour hours were undertaken by casual or agency
labour due to the variably in demand for hospital services. That is to
say, each area of the hospital had a permanent staff allocation (calcu-
lated in terms of labour hours rather than personnel) of 75 per cent
of projected load. These permanent staff could be any combination of
full-time and part-time positions — depending on the needs of the
department and the requirements of staff. Any additional staff required
above this allocation were employed as casual or agency staff.

Changing government policies and labour shortages

In 2000, there was a dramatic surge in demand for hospital services due
to Liberal-National federal government changes to hospital insurance



Keith Townsend and Cameron Allan 193

arrangements. The federal government offered a 30 per cent rebate to
join private health insurance (Hall, 2001). One result of these govern-
ment changes to private insurance was a marked increase in private
hospital occupancy rates throughout Brisbane from the middle of
2000. At Sympathy Hospital, occupancy rates approached 100 per cent
and remained at that level throughout 2000 and 2001. This exception-
ally high level of demand for hospital services resulted in a higher
demand for labour. As per the existing staffing policy, the hospital
increased the usage of casual and agency staff to accommodate the
demand surge. In some areas, the use of casual and agency staff
doubled.

This additional demand for labour, primarily nursing labour, caused
a number of problems. The demand for labour could not be met from
the casual labour pool. This pool consisted of a limited number of
nurses who had a medium-term commitment to working at the hospi-
tal on an ongoing basis. For personal reasons though, they elected to
be employed on a casual rather than a permanent basis to enable them
to decline work when it suited them, such as for family, study or other
commitments. Lumley’s (2001; 2004) research shows that many nurses
prefer to remain in the casual labour pool as it provides them flexibility
to meet work life demands; that there was always an excess of work
available; and it avoided the increased responsibility expected from
permanent staff. The casual pool staff at Sympathy Hospital were gen-
erally experienced personnel and could easily be allocated to a number
of different wards in the hospital. This pool of labour could not readily
be expanded at short notice.

As a result, the additional demand for labour was met primarily
though the use of agency labour. However, as research has shown
(Allan, 2000) the use of agency labour can be associated with negative
cost and quality implications. At Sympathy, agency labour was the
least preferred form of labour as the hospital had little or no control
over staff selection and hence quality. The effectiveness of agency
labour was further compromised as agency staff were often not familiar
with the wards they were assigned to or the patients they cared for.
Consequently, the workload of permanent staff increased, as they
often needed to cover for the shortcomings of agency staff for the shift
duration. Even if the same agency staff were reallocated to the hospital
again in the near further they could just as easily be allocated to
another unfamiliar ward. Thus, the extensive usage of agency staff,
while it eased the labour shortage, also created some problems for the
hospital.
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The effect of very high occupancy rates and the labour shortage were
felt quite severely by the permanent nursing staff. As much research
indicates (Allan, 1998; Buchanan and Considine, 2002; White and
Bray, 2003; and Willis, 2002) work intensification for nurses is an esca-
lating problem in the health sector. At Sympathy, the closer the hospi-
tal came to full operating capacity, the greater the strain on staff and
resources as there was virtually no ‘slack’ in the system. As capacity
increased, there were fewer opportunities, for instance, to borrow staff
from other wards to cover for short-term absences or problems. The
continued high levels of occupancy created a sustained, demanding
work environment without the periodic seasonal lulls that normally
characterized hospital activity. The demands placed on staff were also
exacerbated due to the high level of usage of agency labour.

In some instances, relief staff were totally unavailable. As a result,
existing staff and particularly the part-time staff would be asked to do
extra shifts. In the worse cases, staff would work back-to-back shifts
to cover the labour shortfall. Our interviews with staff indicated that
while these work pressures were felt across all clinic units, job intensi-
fication was particularly pronounced in the Intensive Care Unit (ICU)
and the operating theatre; areas where there had been long-term acute
labour shortage.

To explore the issue of workload and work stress, we asked nurses a
series of questions about how aspects of their work had changed over
the previous two years. Table 9.1 reports this data. This table indicates
that over the preceding two years, nurses felt that they were more tired
at work and that there was more stress in their job. As might be
expected, nurses also reported that, compared to two years prior, it
took more time to recover from their work and they were more likely
to want to take a day off. When compared to employees in other
industries, the nurses experience greater work pressure. This is a
growing issue in the health care sector (see for example, Weekes,
Peterson and Stanton, 2001).

In addition to the quality aspects of agency labour, there were also
cost implications. Agency labour was more expensive to use than
casual labour as the labour-hire agency charged an additional 25 per
cent fee for supplying the agency labour. With the marked expansion
of labour agency usage, average labour costs increased significantly in
Sympathy Hospital. The Hospital Board became concerned about the
labour cost escalation in late 2000 and recommended hiring directly
more casual and permanent staff so that agency labour costs could be
reduced. The aim was to reduce agency usage to 10 per cent of labour
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Table 9.1 Pressure at work compared to employees in other industries
(percentage)

Have the following gone Gone Stayed the Gone Total
up or down over the past up same down
two years?
The stress you have in your job? Nurses 59 36 5 100
Others* 46 40 14 100
How tired you feel at work? Nurses 52 39 9 100
Others* 39 51 10 100
How long it takes to recover Nurses 51 44 5 100
from work? Others* 33 58 9 100
How often you feel like taking Nurses 54 37 9 100
a day off? Others* 44 46 10 100

* ‘Others’ indicates responses from other 14 organizations surveyed in our larger
work-time project.

Source: Working Time Changes — Employee Survey

n = 838 (nurses 57)

hours. Consequently, the hospital began to advertise for nursing staff
in a major metropolitan newspaper on several occasions in the latter
part of 2000. To the bewilderment of hospital administrators, no suit-
able applicants responded to these job advertisements. This shortage of
labour reflected the excess demand for labour across the entire Brisbane
labour market due to the city-wide demand explosion for private hos-
pital services. Nurse managers knew there was a global shortage of
nurses, but it was unprecedented in the history of the hospital to be
unable to attract a field of applicants for nursing positions.

Locating and recruiting ‘great nurses’

In December 2000, nursing administrators began exploring options for
attracting more permanent staff to the hospital. Nurse managers were
well aware that as an inner-city hospital they were disadvantaged.
Generally, to work at an inner-city hospital, staff had to travel greater
distances (or at least longer time) to get to work and pay for parking.
To this extent, hospital managers knew that the hospital was a less
attractive workplace than many suburban hospitals. This problem was
soon to become even more acute as a new private suburban hospital
was scheduled to open in 2001. For many nurses, the opportunity
to work in a well-resourced, new facility with the latest equipment
was a very attractive option, especially if the facility was closer to their
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suburban homes than their current workplace. With this in mind,
nursing administrators at Sympathy were well aware that although cir-
cumstances were difficult, it may very well become more difficult in
the future when the new hospital commenced operation.

Nurse managers participated in brainstorming sessions and labour
market research to identify if there were potential groups of nurses that
were available and interested in working, but might be hesitant to
return to the hospital sector. It was noted by the nurse managers that
there were a large number of nurses who had moved out of hospital
nursing into other areas such as general practitioner’s surgeries and
clinics or had dropped out of nursing altogether but had retained their
registration. Some of these nurses were bored with their current jobs
but were reluctant to return to hospital nursing due to their lack of
recent hospital experience and the inflexibility of the hospital shift
work system.

Nurse management recognized that many nurses, over the course of
their lives, had difficulty coping with the continuous shift system in
hospitals. Nurses are overwhelmingly female and many of them have
families, sporting and education commitments or other interests that
restrict their availability to work at various stages of their life. Accor-
dingly, it was decided by management that the hospitals would have
to be more flexible in meeting the working time preferences of nurses
if they were to attract and retain new staff. It was also hoped that a
more flexible approach by management to the needs of nurses would
enable the hospital to attract experienced staff from other hospitals.

Nurse managers met with personnel from the hospital’s Marketing
Department to discuss recruitment problems and the need to develop
an effective advertising campaign to attract applicants. It was decided
that the advertising campaign should be more generic than was nor-
mally the case in job advertisements. Thus, job description details did
not need to be included in the advertisement as there was a standard
job description across the industry. Rather than being highly prescrip-
tive, the new, simplified newspaper advertisements merely stated in
very large type ‘Great Nurses’, and then interested job applicants were
directed to phone the DON, ‘Betty’. This advertising style was consid-
ered more akin to advertisements for other professional groups. In addi-
tion, the first name reference to the DON was also designed to imply
that applicants would receive personal attention and consideration by
senior management.

The Marketing Department also concluded that such generic adver-
tising could also serve as general advertising for the hospital as well.
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The theme of the ‘Great Nurses’ campaign signified that the hospital
employed fantastic nurses. To further promote the message, advertise-
ments were also taken out on large roadside billboards. A series of radio
advertisements along the same lines, were also commissioned. This
level of job advertising was unprecedented at the hospital. The hospital
also started some targeted advertising to recruit particular types of
nurses. First, special ‘Great Nurses’ advertisement were run for ICU
nurses who were in critically short supply — the majority of staff in
ICU were agency nurses. Secondly, the hospital also tried to attract
nurses who would be prepared to work four-hour shifts. These were
predominately nurses with family commitments who wanted to work
in a hospital, but not on eight-hour shifts. The hospital could easily
use nurses on four-hour shifts to assist during the several busy periods
each day: meal times, bath times and daily admissions. Thirdly, the
hospital also targeted nurses wanting permanent night duty. If perma-
nent night duty staff could be found, it was thought that it would be
easier to attract staff to work the remaining day and afternoon shifts.

The advertising campaign generated a surprisingly large number of
inquiries from potential job applicants in late 2000. Senior nurses
could not explain fully why this advertising campaign had been so
much more successful than their other advertisements. Some part of
the success was attributed to the nature of the slogan ‘Great Nurses’
that somehow seemed to attract interest and connect with nurses in a
way that had not been experienced before. The hospital was inundated
with expressions of interest.

After the advertisements were placed, all calls from potential appli-
cants were fielded by either the DON or one of the two Assistant
Directors of Nursing. In this way, the senior managers were able to
make personal contact with potential applicants that demonstrated
that the organization was genuinely interested in the needs of staff.
Senior staff explored the caller’s current circumstances and their
personal needs for hospital employment. Managers investigated
individual’s specific requirements in terms of where and when
they wanted to work and other issues such as training needs. For
instance, a nurse may have stated that she wanted to work in the
medical area for 18 hours a week, between Monday to Thursday with
no night shifts.

Senior nurses recorded all the individual requests and then con-
sulted with the managers of the various nursing units to establish if
it was possible to accommodate the requests of the applicants. It was
common for applicants to request to work little if any night duty or
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weekend work. Given the shortage of staff, unit managers were gen-
erally accommodating with applicants’ requests. Where applicants
had highly idiosyncratic requests — such as fixed hours on specific
days - that could not be met by a single ward, then these staff were
offered permanent employment but no guarantee of which ward
they would be working in on any given day. The net result of the
recruitment and selection process was that the organization acquired
almost 80 new staff which equated to approximately 50 effective
full-time positions.

In addition to offering tailored shifts, the hospital also introduced
a number of financial incentives to attract new recruits. Nurses pre-
pared to work four-hour shifts were offered free parking in the adja-
cent commercial park. This incentive was offered to offset the
relative high costs of parking in comparison to the small salary
earned in a four-hour shift. An incentive of $1000 was offered to
recruits prepared to work permanent night duty for a minimum of
two nights a week — subject to a qualifying period. An incentive
of $5000 over two years was offered to ICU nurses. The value of this
incentive reflected the relative shortage of such nurses in the labour
market.

Consultation over recruiting policies

The senior management team and the board were in agreement on the
need to increase the size of the permanent nursing workforce and
reduce the use of agency labour. The senior nursing team and the DON
in particular were largely responsible for conceiving, developing and
implementing the specific recruitment initiatives. It was only a matter
of a couple of weeks from when the DON initiated the ‘Great Nurses’
idea to recruits being employed. The senior nurses worked closely
together with the Marketing Department to fashion the campaign.
Nurse managers who were responsible for the individual wards, were
advised of the upcoming campaign at their regular fortnightly nurse
managers meeting. These middle level managers were instructed to
advise their staff of the current initiatives. Unions played no role in the
process as the matter was viewed by management to be one of manage-
rial prerogative.

As will be discussed below, many staff were upset about the lack of
consultation of the ‘Great Nurses’ campaign and the special treatment
afforded to the new recruits. Interviews with senior managers indicated
that lack of consultation and communication with base grade staff was
a major contributor to staff discontent. Senior managers conceded that
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at the time, the primary aim was to attract new staff as quickly as possi-
ble and this haste mitigated against extensive consultation. Still, lack
of communication was acknowledged by staff and management as a
key contributor to staff discontent.

Nursing views

Focus groups with the new recruits indicated that they were highly
satisfied with being able to select their own working time. The new
staff were pleased that the organization was prepared to accommodate
their personal preferences. Further, the new staff were generally glad to
be returning to work in a major hospital, in a way that suited them.
Many staff recruited to the hospital had been working in non-acute
areas of nursing such as in doctor’s surgeries, laser clinics and aged care
facilities. Many of these nurses were experienced hospital nurses who
felt that their skills were under-utilized in the non-acute sector. They
were appreciative of the opportunity to get back into hospital work
and do so in a way that allowed them to balance their work and family
lives.

Some of these staff were concerned about whether it was going to
be possible for them to work only their chosen hours in the longer-
term. It was common practice for staff to be called upon to work
extra shifts when patient numbers increased or staff were off
sick before management engaged agency labour. The new recruits
were very conscious that there was a strong sense of shared respon-
sibility among nurses for the welfare of their colleagues and
patients on their wards. These staff recognized that over time, man-
agers would be bound to ask them - as they had asked of other staff
— to work extra hours outside their preferred arrangements. As such,
they were unsure if they would be able to retain their special shift
requests in the longer-term. Indeed, some of these recruits indicated
that if there was pressure placed upon them, they would consider
leaving rather than succumb to pressure to change their working
arrangements.

Existing staff — as opposed to the new recruits — had quite different
views about the efficacy of the ‘Great Nurses’ programme. Equity was
a major issue for these staff. Existing staff felt that they had proven
their dedication and commitment to the hospital through many
years of services. They felt they should be given priority over the
new recruits. Existing staff found it particular annoying to have to
work around the needs of the new arrivals, especially when the new
nurses were more junior and less experienced staff. Existing staff
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were particularly frustrated as they had to train some of the new
staff and carry them in the ward until they gained experienced to
operate autonomously.

Existing personnel were also very upset at the provision of financial
incentives for new recruits. It was seen as vastly unfair that one group
of staff were receiving more favourable treatment than another. The
ICU nurses in particular were irate that new recruits would receive a
bonus of $5000 over two years for commencing work at the hospital,
whereas existing staff were offered nothing. The ICU nurses formed a
united front on the issue, approached management and demanded
equal treatment; otherwise, they threatened to resign in protest.
Management conceded to their demands and provided them with
an equivalent bonus, paid in quarterly instalments. While this settled
matters in the ICU, it fuelled the resentment of staff in the rest of
the hospital as another example of inequitable treatment of staff by
management.

The major issue for long serving staff was retention, not recruitment.
Long serving Sympathy Nurses saw the recruitment programme as a
short-term solution to the longer-term problem of turnover and reten-
tion. They felt that while the new programme had increased permanent
staff levels — which most people agreed was a desirable outcome - this
did not guarantee that staff would stay for long periods. Indeed,
reflecting Lumley’s research (2001; 2004) we asked several of the younger
recruits of their medium term goals. All of them had plans to leave
Sympathy hospital or to develop their careers in other ways. For
example, some interviewees stated they wanted to gain a wider range of
hospital experience, to leave the labour force to have a family or to travel
overseas. Interviews with more mature new recruits suggested that many
of these staff were content with current arrangements and would remain
at the hospital in the foreseeable future.

Staff frustrations became evident in our survey results which indi-
cated a low level of trust between the workforce and management (see
Table 9.2). At Sympathy hospital, when asked if all groups of nurses
were treated with equal fairness, some 47 per cent of employees dis-
agreed, while only one-third of respondents agreed with this senti-
ment. Only 39 per cent of respondents agreed that management tried
to co-operate with the workforce. Almost one-third of staff (31 per
cent) reported that employees had enough say when problems arose
with management. An overall indicator of the low level of trust
between management and workers was that only ten per cent of staff
agreed with the statement ‘management can be trusted to tell things
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the way they are’. As can be seen in Table 9.2 the views of nurses were
less favourable than the views of employees in other organizations in
our study.

Such was the level of discontent among existing staff that a petition
was taken up and signed by some 100 hospital personnel including
nurses and other staff in late 2001. In essence, the letter to the DON
explained that existing staff felt their contribution to the hospital was
not valued as highly as that of the new recruits. They felt that the new
recruits, were receiving special treatment because they could nominate
their own shift preferences. Staff expressed their dissatisfaction at the
unfairness of the financial incentives offered to the ICU staff and per-
manent night duty recruits. Staff were also upset because staff working
four-hour shifts received free parking.

The DON responded to the petition with an open letter to all
nursing staff. The DON explained that all staff were valued equally for
their contribution; however, the DON stated that nurses were in short

Table 9.2 Employee perceptions of management and unions between
Sympathy Hospital nurses and workers from other industries (percentage)

Agree Neither Disagree Total

All groups of employees here ~ Nurses 32 21 47 100
are treated with equal Others* 44 17 39 100
fairness.

Management tries to Nurses 39 28 33 100
co-operate with employees.  Others* 61 18 21 100

Unions are effective in this Nurses 14 34 52 100
workplace. Others* 40 27 33 100

You would prefer if a union Nurses 58 27 15 100
was more effective at this Others* 32 38 30 100
workplace.

Employees here have a say if Nurses 31 19 50 100
a problem arises with Others* 56 14 30 100
management

Management can be trusted Nurses 10 18 72 100
to tell things the way Others* 36 19 45 100
they are.

* ‘Others’ indicates responses from other 14 organizations surveyed in our larger
work-time project.

Source: Working Time Changes — Employee Survey

n =873 (nurses 57)
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supply, nationally and internationally, and that the first priority of the
hospital was to attract enough nurses to ease the excessive workloads
of current personnel. To achieve this, some incentives had to be
offered and external nurses had to be offered greater choice in terms of
working time. But, she noted, incentives were open to all staff willing
to work permanent night duty, in the ICU or four-hour shifts. Existing
staff also had the same opportunity as new staff to negotiate a working
time pattern that suited themselves and the hospital. Staff merely
needed to make a request in writing and management would try where
possible to accommodate staff needs. In addition, the DON visited
three nursing units where staff feeling ran high. Through direct dia-
logue with staff, the DON was able to pacify staff to some extent and
explain to them more fully the rationale for the current initiatives and
the lack of options.

Certainly, the dissatisfaction among existing staff would have been
much greater had it not been for the system of self-rostering used at
the hospital. It had long been a practice for staff to select their own
shifts. The exact operation of this system differed slightly between
wards, but generally the unit manager would place a fortnightly blank
roster on the notice board and staff would choose their own shifts.
Staff who got to the roster early had a greater choice of shifts than later
ones. The manager would allow staff with special requests for example,
to select their preferences before other staff. Managers would advise
staff that it was essential that the ward had a reasonable skill mix at all
times (i.e., an adequate number of experienced staff on the ward) and
for staff to select shifts accordingly. If, upon inspection, the manager
felt that there were skill imbalances on any shift, then staff would be
moved around to balance the skill mix on all shifts.

Under the self-rostering system, staff already had some control over
their working time. As Morehead (2003, p. 96) notes, while nurses do
not have much flexibility to take time off during the day or vary their
starting and finishing times, they generally do have some control
over how many hours they work and which shifts they work. Indeed
Table 9.3 confirms this observation and shows that most staff at
Sympathy had some control over their working time; particularly
when compared to workers in other organizations. But self-rostering
was quite different to the system of shift self-selection that was made
available to the newly recruited staff. The new employees were given
the opportunity to nominate exactly when and for how long they
wanted to work. When these staff members were recruited, they were
told by management that their working time preferences would be
met. The hospital thus had a clear moral obligation to these staff to
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Table 9.3 Control over working time for nurses at Sympathy Hospital
compared to employees in other industries (percentage)

A great Quite Some None Total
Deal alot

How much say do you have  Nurses 46 27 21 6 100
over the number of hours  Others* 14 17 34 35 100
you work in a week?

How much say do you have  Nurses 25 44 31 0 100
over the shifts you will be ~ Others* 15 15 25 45 100
working?

* ‘Others’ indicates responses from other 14 organizations surveyed in our larger
work-time project.

Source: Working Time Changes — Employee Survey

n =873 (nurses 57)

meet their work time preferences over and above the preferences of
other staff. The existing staff received no such commitment. Rather,
under the self-rostering system, the existing nurses were given the
opportunity every fortnight to select their shifts for the coming
period. Staff selected shifts knowing full well that they would be
expected by management and their work colleagues to work a reason-
able amount of night and afternoon shifts and weekends. The
choices, therefore, were constrained by the need to balance their own
preferences with the needs of the ward and their colleagues.

Clearly, the nurses at Sympathy Hospital have, when compared to
other workers in a variety of industries, much greater control over
many aspects of their working time. However, when management
implemented policies without adequate consultation, and with special
treatment for new recruits, there is a corresponding backlash from the
existing employees.

Conclusion

This chapter has examined the problems of inadequate nursing labour
supply and the efficacy of working time policies to attract satisfactory
levels of skilled nurses. Due to the increased demand for private hospi-
tal service as a result of government changes to private health insur-
ance, Sympathy Hospital experienced severe labour shortages. Initially,
the hospital reacted by increasing the number of agency nurses usage.
However, the hospital’s administration realized that the reliance upon
agency staff was having a detrimental effect on profitability, staff
morale, turnover, and the provision of service.
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Staff shortages also increased the workload of existing staff as they
took on more work to cope with rising level of hospital utilization.
While increased workloads represents a obvious short-term response to
labour shortages, in the longer-term excessive workloads can lead to
nurse dissatisfaction and higher rates of turnover (Victorian Government
Department of Human Services, 2001). Alternative measures need to be
considered.

The strategy adopted by Sympathy Hospital was to offer working-
time flexibility to attract more staff. In this case study, the organiza-
tion was not merely making some minor adjustment so that nurses
would have a little extra ‘room to move’ in balancing their work and
family lives (Morehead, 2003). Instead, the organization was quite
explicit in their aim of offering new recruits the flexibility they
wanted as a condition of engagement.

However, due to poor implementation and lack of consultation, the
policy generated considerable opposition from existing staff. While
staff recognized the need for new staff, they were also highly resentful
that management had focused so strongly on recruitment without
giving due attention to the issue of retention. Clearly, managerial ini-
tiatives that ignore workers’ perennial concern for fair and equitable
treatment at work are unlikely to be successful, even in the short term.

This case study indicates that the development of more employee-
oriented, working-time policies is potentially a very important means
of providing the largely female workforce with the flexibility to balance
their work and non-working lives. Unless health organizations are able
to offer nurses the types of flexibility they need to manage their work
and families over the course of their career, then high attrition rates
will lead to chronic problem of nursing shortages. While nurse reten-
tion is linked to broader issues — such as pay, workload, career progres-
sion and so on — working time is undoubtedly one of the major areas
where there is a need for greater experimentation and innovation to
improve the quality of working life for nurses.

Notes

1 We would like to thank the nurses who participated in our study. We would
also like to acknowledge the assistance and support of our colleagues, Andrea
Fox, Chris Houghton, David Peetz and Bob Russell. This project was funded
by an Australian Research Council Linkage Grant.

2 The cases included a balance of female-dominated, male dominated and
mixed gender workplaces with a mix of strongly, weakly and non-unionized
workplaces. Sectors covered included: a printing company, a construction
company, a health product manufacturer, mining companies, government
agencies, a bank, a theme park, a retailer, a trade union, educational institu-
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tions, and a truck repair company. The major findings of this project were
published in Working-Time Transformations and Effects (2003).
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Inspiring Innovation
Sandra G. Leggat and Judith Dwyer

Introduction

‘It’s no wonder that innovation is so difficult for established firms.
They employ highly capable people — and then set them to work
within processes and business models that doom them to failure’
(Christensen and Overdorf, 2000, p. 66).

The workplace reform that is the subject of this book has been justified
on the basis of the need for higher productivity, cost control, modern-
ization and greater accountability of healthcare providers to govern-
ment, the community and the corporation. Productivity has indeed
improved and government has had some impact in addressing costs.
Many customs and practices have been modified, and outputs are now
more tightly specified by governments for the public sector and by cor-
porate owners in the private sector. However, the pressure on the
Australian health system has only strengthened, with workforce short-
ages, budget deficits in public hospitals, turbulence in the profitability
and ownership of private hospitals, and increasing concern about
quality and safety in all sectors.

Management of the healthcare workforce for innovation is now a
defining challenge. Throughout the world there is a perception that,
while there have been significant reforms, healthcare systems have
not been successful in incorporating acknowledged best practice.
Hospitals in particular are seen as being big and slow moving,
hungry, self-interested and unresponsive to the need to adapt.
Recently it has been suggested that systemic factors have limited the
ability of health service managers to encourage and exploit innova-
tion (Dwyer and Leggat, 2002; Leggat and Dwyer, 2005; National
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Institute for Clinical Studies, 2003; Braithwaite and Hindle, 1999;
Ibrahim and Majoor, 2002).

In this chapter we look to the future and discuss how health sector
organizations can succeed in innovation. We explore the general
management literature and the literature specific to health services
management and draw conclusions for inspiring innovation in the
healthcare sector. We first consider the nature and role of innova-
tion and assess the innovation track record of Australian healthcare
organizations.

What is innovation?

Innovation is generally defined as the introduction of ‘... an idea, prac-
tice or object that is perceived as new’ (Rogers, 1995, p. 11), or more
pragmatically, ‘innovation is about putting ideas to work’ (Department
of Industry Science and Resources, 2000, p. 9); and ‘innovation is a
synonym for the successful production, assimilation and exploitation
of novelty in the economic and social spheres’ (European Commission,
1995, p. 1). Innovation itself is not new and has characterized society
since the transition from the stone age through the tool age to the
current wave in information and communication technology. A review
of innovation waves over time has concluded that large social and
economic changes occur with each wave, including:

e an evolving ‘best practice’ form of organizations;

e changing supply and skill profile of the workforce;

e different product mixes; and

e infrastructure investment (Department of Industry Science and
Resources, 2000).

These aspects that support and reinforce the necessary behavioural
changes among workers and managers are required for successful
innovation. There is good evidence that successful innovation
cannot be achieved without corresponding changes at the indi-
vidual, operational, organizational and industry levels, and that the
management of change is a challenge in itself. It is important to
note that, exciting as innovation is, it is a means towards goals like
productivity, quality, effectiveness, competitive positioning and
long-term growth, rather than an end in itself. Not everything new
is worth having.
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Innovation in Australia

Australian governments have not typically taken a strong role in
encouraging innovation, with government intervention more focused
on addressing market failure than pro-active innovation development
strategies (Department of Industry Science and Resources, 2000). This
has resulted in little coordinated effort, with the existing Australian
innovation system described as:

e highly fragmented;

e producing sub-optimal research;

e having poor, or even non-existent linkages among public and
private sector participants; and

e having little coordination of effort between government agencies
(Department of Industry Science and Resources, 2000, p. 26).

In comparison with companies in other countries, Australian firms do
not have a strong track record in successful innovation, and have
shown a pattern of decreased innovation over recent years (Depart-
ment of Industry Science and Resources, 2000). ‘Australia’s geograph-
ical isolation from the developed western economies has inhibited the
development and adoption of new products and processes’ (Innovation
Summit Implementation Group, 2000, p. 5). Australia has historically
had a comparatively high cost structure, which has resulted in a lower
level of research and development expenditure. When businesses
cannot match the operating results of other countries, there is little
incentive to invest in research and development.

The problems of entrenched work practices and outdated skills in
Australian workplaces were identified in the late 1980s, and the federal
government moved to reform work practices and increase investment
in training and development. Measures included the ‘structural
efficiency principle’ in award restructuring (which aimed to enable
more efficient job design and work practices through, for example, the
removal of barriers created by traditional role demarcations), and a
requirement to spend at least 1.5 per cent of payroll on training and
development, with an emphasis on portable skills (Stone, 2002). While
overall spending did increase, the Report of the Industry Task Force on
Leadership and Management Skills published in 1995 (at the end of the
period of the levy) suggested that Australian work practices and man-
agement skills were not attaining world’s best practice (Karpin, 1995).
The Task Force recommended upgrading vocational education, training
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and business support, best practice management development, and
reform of management education. The background paper for the 2000
National Innovation Summit supported this view (Department of
Industry Science and Resources, 2000).

Innovation in healthcare

The record of innovation in the Australian health sector can be
assessed in relation to changes in the delivery of care and in the struc-
ture and management of the system. We are interested in innovation
throughout the sector, but recognize that hospitals, as the most
resource intensive component, are a major focus.

Innovation in care delivery

The drivers of change in healthcare over the last 20 years have been a
powerful combination of improved technical capacity (to diagnose,
treat and provide care); expanding demand particularly in relation to
the ‘new epidemic’ of chronic life-style diseases; the resultant need
to contain costs to sustainable levels; and the wave of global changes
in public sector management which aimed to improve the efficiency
and responsiveness of public services (Pollitt, 1995). In the public
sector, the struggle to contain increasing demand and provide timely
access for public patients to inpatient care, within the constraints of
available resources, has dominated efforts to reform care delivery. The
growing predominance of emergency admissions has further compli-
cated hospital access problems. Over the last 15 years, hospitals have
experienced a fundamental and continuing shift in their workload
towards emergency admissions (Emergency Demand Coordination
Group, 2002). The unplanned nature of these admissions, combined
with high daily bed occupancy rates, have made it more likely that
emergency patients will wait for a bed (Bagust, Place and Posnett,
1999) and elective patients will experience cancellations.

Hospitals have responded with a range of innovations directed to
reducing the utilization of inpatient care, through reducing the rate
of admission and/or lengths of stay. Methods for managing the level
of demand for care have been the subject of several Australian
government reports in recent years (NSW Health Council, 2000;
Anderson, Bernath, Davies and Ludolf, 2001; Dwyer and Jackson,
2001; Patient Management Task Force, 2001; Banscott, 2003; Genera-
tional Health Review, 2002). Examples of demand management inno-
vations by Australian hospitals include ‘rapid response’ services in
emergency departments (Coopers and Lybrand, 1997), emergency
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department observation/short stay wards (Williams et al., 2000),
chest pain assessment units (Hider et al., 1998), outpatient heart
failure clinics (Gregoroff, McKelvie and Szabo, 2004) and post-
discharge interventions such as assistance with management of med-
ication (Stewart et al., 1998) and hospital in the home (HITH)
(Shanahan et al., 2001). While initiatives like HITH are successful in
reducing inpatient demand or days of stay, and generally have good
patient outcomes and acceptance, the evidence on cost effectiveness
is mixed (Bonevski et al., 2002; Goddard, McDonagh and Smith,
1999; Hider et al., 1998).

The single most significant innovation for improving throughput
has been the shift to day admissions (day surgery and some medical
day admissions such as for chemotherapy). Day-of-surgery admissions
(DOSA), supported by the use of pre-admission clinics, have also made
a significant impact. Improvements in discharge practice are wide-
spread, supported by increased availability of community- and home-
based support services (Health Services Research Unit, 2000). Yet, those
who require admission to long-term care are still most likely to experi-
ence delayed discharge (Harris et al., 1997; Department of Human
Services Victoria, 2002).

The significant effort by the hospital sector to design, introduce and
sustain these innovations has not resolved the problem. Some initia-
tives have demonstrated success in reducing average length of stay or
the need for admission or readmission for the targeted patient groups.
However, any gains have been swamped by continuing increases in
demand, and evidence on the cost-effectiveness of the alternative ser-
vices is equivocal (Goddard et al., 1999). Goddard et al. (1999) also
noted that even if alternative services were cost-effective, they may not
be cost-reducing due to expansion of eligibility and/or coverage.
Evidence from around the world suggests that hospitals continue to
admit patients for whom less intensive care could be effective
(DeCoster et al., 1999; Hider et al., 1998) because alternative forms of
care are not available at the right time.

Consistent evidence regarding the drivers or enablers of innovation
in the system of care is scarce. Clearly, the daily pressure experienced
in emergency departments, on the inpatient wards and from adverse
media coverage has driven interest in innovation for clinical staff, hos-
pital management and central health authorities. Given the lack of evi-
dence, it is difficult to predict the factors that facilitate innovation with
any certainty, but it does seem clear that the availability of funding to
support innovation has been critical.
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Perhaps the largest single funded experiment in innovation in
Australia has been the Coordinated Care Trials. Findings from the
National Evaluation of the Coordinated Care Trials (Commonwealth
of Australia, 1999; Department of Health and Aged Care, 2000) sug-
gested that while the various forms of care management trialled in
these pilots had many benefits, they did not uniformly reduce the
use of inpatient care. Subsequent studies have also demonstrated
that while patient satisfaction was high, the costs of care manage-
ment outweighed any savings from reduced use of acute care
(Perkins et al., 2001). However, evidence from other approaches to
integrated care (Eng et al., 1997) indicates that real gains in terms of
reduced demand are possible. Building on the basic concept of co-
ordinated care, several healthcare providers and jurisdictions have
begun funding and trialling ‘disease management’, which aims to
better manage complex, ongoing conditions, in partnership with
patients and their families/carers (see, for example, Emergency
Demand Coordination Group, 2002).

A great deal of effort by state and territory governments has been
devoted to assisting hospitals to address access difficulties (for
example, Greater Metropolitan Services Implementation Group, 2001;
NSW Health Council, 2000; Patient Management Task Force, 2001)
with some success. Their methods have included targeted funding and
a range of incentives and penalties for performance on key targets.
The Australian government has contributed to this effort through the
Best Practice in Health Program (National Health Strategy, 1993) and
the National Demonstration Hospitals Program (Department of Health
and Aged Care, 2001). The Best Practice in Health Program focused
on reforming work practices to improve the processes of care (for
example, through job redesign and work flow changes), and required
funded agencies to work constructively with unions and professional
associations. Competition for funding was strong, and for some recip-
ients, the program provided their first experiences with reform of
basic operating practices.

More recently, the National Demonstration Hospitals Program
(NDHP) funded a large set of projects aimed at improving throughput,
reducing utilization and supporting the dissemination of best practice.
Four funding rounds addressed increasing the use of day surgery and
day of surgery admission; the concept of integrated bed management;
integration among hospitals and the primary and community service
sectors; and improved hospital-based care for older Australians. NDHP
enjoyed strong support and was seen by the participating public hospi-
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tals as a positive investment in their capacity to innovate and improve
care (Department of Health and Aged Care, 2001). One of the im-
portant features of NDHP was its requirement for both clinical and
managerial commitment and leadership.

Initiatives which focus on use of timely data to engage and motivate
clinicians to achieve better throughput and demand management
have shown some success (Cameron, Scown and Campbell, 2002). The
Clinical Support Systems Program, sponsored by the Australian govern-
ment and auspiced by the Royal Australian College of Physicians,
enjoyed remarkable support from clinicians and managers (Long et al.,
2002). This Program aimed to demonstrate methods of translating new
knowledge into workable models for healthcare delivery. It borrowed
many characteristics from the NDHP, and explicitly required multi-
disciplinary involvement (including physicians) and both clinical and
management leadership.

The enthusiasm with which funding for innovation has been taken
up can perhaps be seen as evidence of the hunger for resources in the
healthcare sector. It can also be seen as evidence of the underlying
recognition that care processes, and the organizational structures and
work practices which have evolved to support them, need to change in
a fundamental way. In any case, it is clear that funding has been a vital
enabling factor for innovation in this area.

Innovation in structure and management

Hospitals have historically been stable organizations, characterized by
a strong commitment to professional autonomy for clinicians and a
hierarchical formal structure. The same forces that have driven change
in care delivery have caused significant change in both the structures
and the management styles of healthcare organizations. Recent
changes in structure and management in Australia can be read as the
search for effective ways of increasing the accountability of healthcare
providers and driving their performance on key indicators (such as
reducing lengths of stay, reducing waits, reducing inpatient admissions
and increasing the range and levels of care provided in the commu-
nity). Measures such as Casemix funding and health service agree-
ments have brought some real gains for healthcare, not least of which
is the incentive for providers to maximize the use of funding for direct
service delivery. There have also been efforts to improve the efficiency
and effectiveness of support services (Young, 2002).

Industries are rarely static, with ongoing evolution changing the struc-
ture and mode of operations. In recent times in Australia the health
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sector has been oscillating between fragmentation and reconsolidation.
This is true in most parts of the world, with, for example, more than
72 per cent of all hospitals in the United States belonging to a network
or system (Bazzoli et al., 1999). The shift away from the stand-alone
single-service type agency has also been profound in Australia. The Area
Health Services in NSW, established in 1986, have been the most stable
example, bringing responsibility for all state-funded healthcare for a
region within one governance structure. Overall, there is a trend towards
consolidation in both public and private sector health organizations.
In the private sector there is increasing corporate ownership (as opposed
to community and private ownership). In the public sector, the trend is
towards direct management of public healthcare agencies at state health
authority level, with regionalized sub-structures in most (Dwyer, 2004),
and increasing use of networking or alliances among types of care
providers.

The move away from stand-alone agencies is seen to have brought
benefits for both staff and patients, such as improved standards of care,
better career paths, economies of scale and more effective support ser-
vices. On the other hand, local hospitals, mental health services and
community health services need flexibility to innovate to best meet
local health needs. Overzealous consolidation, while providing the
advantages of centralization such as consistency in strategic and opera-
tional direction, foregoes the aspects of decentralization that are neces-
sary for innovation (Bazzoli et al., 2001). In all industries in recent
years the validity of a strategy that encapsulates all the elements of
production within a single firm has been questioned, and focused con-
centration on identified core competencies is sometimes seen as more
effective (Friedman and Goes, 2001).

It is not yet possible to assess the impact of different governance
arrangements on innovation in Australian healthcare agencies. Health-
care systems in most parts of the world have been the subject of succes-
sive waves of reform in structuring, financing, accountability and
the operating environment. However, there is little confidence that
the goals of reform - generally expressed as improving the ability for
the system to deliver equity, efficiency and quality — have been
achieved.

Success in innovation is mixed

Participants in the bumpy ride of the healthcare sector in Australia
during the 1990s have experienced an interesting paradox: while
change is all about them, many intractable problems seem incapable of
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resolution. The ‘best practice form of organization’, referred to above as
an important characteristic of successful waves of innovation, has not
yet emerged; the workforce is seen as lacking needed skills; new prod-
ucts and services have often not brought the anticipated results, or
have proven too hard to introduce; and it has been difficult to acquire
the funds needed for investment in new infrastructure to support inno-
vation. In comparison to other industries, healthcare systems through-
out the world are seen to have been slow to change and to adopt the
many new and improved methods, techniques and ideas that become
available each year (Adamson and Adamson, 2001). Hospitals, like uni-
versities and large accounting and law firms, are characterized by a
culture that welcomes technical or program innovation, and at the
same time can be fiercely resistant to systemic change (Mintzberg,
1991). The culture of teaching hospitals in particular values new
insights and technologies, and often rewards those who originate and
implement them. On the other hand, innovations perceived as disrup-
tive, which challenge established orthodoxies are often rejected,
at least for a while (Christensen, Bohmer and Kenagy, 2000), and
system change, when it challenges established work practices and pro-
fessional roles, can be very difficult to achieve. The often quoted
lament that ‘...the problem with hospitals...is that they are run by
people who like them’ and who therefore fail to see the need for
change (US Commission for the Future quoted by M. Wooldridge,
1996), is one perspective on this tendency.

The diffuse power structure and competing interests in hospitals are
factors that enable resistance to change (Glouberman and Mintzberg,
2001). Relationships between clinicians and managers retain much of
their traditional character, with jealous guarding of the contested border
between clinical autonomy and managerial prerogative. While there are
some promising signs that the concept of clinical governance (which
clarifies and reinforces the responsibility of the governance level of the
organization for the standard of clinical care) is providing a new way
of thinking about and responding to this problem, the development of
effective shared decision-making between clinicians and managers is a
major outstanding challenge.

While there has been significant change in the structure and man-
agement of the health sector the evidence of effectiveness is scant, and
some of the changes, such as implementation of network structures in
Victoria and Western Australia, have been revised or reversed too
quickly for reliable judgements to be made. There is also a sense that
most of the big questions are left unanswered (Lovelace, 2000). Despite
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a relatively clear understanding of the forces impacting on the health
of the population and the nature of healthcare delivery, there has been
relatively little successful translation of the collective global knowledge
of best practice into the practices of the Australian health sector. ‘More
recently, advances in practice and technology have been impressive,
but the sector is exhibiting signs of systems failure, despite the skills
and efforts of the individuals who work within it’ (Braithwaite and
Hindle, 1999, p. 292). Ferlie and Shortell (2001) suggested that the rel-
ative lack of success of change in healthcare organizations relates to
the fact the system embraces narrow, single-level technical and pro-
grammatic change, while resisting more innovative, comprehensive,
multilevel approaches. There is also evidence that successive waves of
policy and structural reform, driven by the need for cost containment
and without a well-articulated vision or feasible goals, have increased
the resistance of healthcare staff to change (Van Eyk, Baum and
Houghton, 2001). In addition, the focus on cost constraint, with
regular budget reductions is also likely to have reduced the enthusiasm
for change throughout the sector. ‘Health policy and employment
strategies based on cost reduction and competition can undermine
innovation and creativity....” (Stanton, 2002, p. 96).

This is a fairly negative assessment, which led us to question the factors
that have made innovation in healthcare so difficult. We explored the
large literature related to innovation in healthcare and other industries.
Within healthcare the majority of the studies were related to the Ameri-
can healthcare system, the findings of which are not always transferable
to the Australian situation. Recently, there has also been an increased
focus on healthcare innovation in the United Kingdom, and some empir-
ical evidence is emerging. The following sections draw heavily on the
limited applicable studies in healthcare and the experience of other
industries that can be reasonably applied to healthcare.

We identified some general principles. Effective change in the health
system needs to be based on concerted action at four levels: the indi-
vidual, the group or team, the organization, and the larger system or
environment (Ferlie and Shortell, 2001). Successful innovators within
the American healthcare system have recognized that every employee,
every patient, every supplier, every donor, and even every competitor
has a role to play in facilitating innovation (Homsy, Totten and
Orlikoff, 2004). Most significantly, we found that the evidence points
to a focus on the role of the health workforce, and therefore on effec-
tive human resource management. In the following section, we review
the requirements for successful innovation.
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Innovation in the health workforce

Peter Drucker once said that innovation will be the core competency of
the next century (Drucker, 1992). How then might the capacity of the
health sector workforce to achieve real innovation and change be
enhanced? Although innovation cannot be forced, governments
and industry participants can create an environment that supports and
encourages innovation through enabling elements. Based on our analy-
sis of innovation in Australian healthcare, we conclude that innovative
capacity can be enhanced through alignment of three strategies: a con-
sistent financial, policy and governance framework; combined with a
supporting human resources strategy that enables and rewards innova-
tion; and an education and training approach that equips the workforce
with the skills to innovate. We focus in this section on the human
resource strategies for innovation, but suggest that the innovative poten-
tial of the sector could also be improved through reforms at health
system level (a focused policy, funding and governance framework) and
in the universities (the education of health professionals).

Inspiring the individual
Empirical evidence suggests that there are people management prac-
tices that are effective in inspiring individuals to innovate. The most
important appears to be leadership throughout the organization
that facilitates psychological safety — the belief among staff that inter-
personal risk taking is safe (Edmondson, Bohmer and Pisano, 2001;
Edmondson, 1999). Psychological safety was originally defined by
Kahn as an employee’s ‘sense of being able to show and employ one’s
self without fear of negative consequences to self-image, status or
career’ (Kahn, 1990, p. 708). In psychologically safe workplaces staff
(and in hospitals this includes visiting medical practitioners) believe
that questioning established practices and contributing ideas for inno-
vation are an accepted part of their work. Psychological safety, that
enables staff to challenge current practice, and sometimes, to challenge
the authority that maintains current practice, has been shown to corre-
late directly with increased levels of creativity and innovation (Sutton,
2001). For example, the UK National Health Service (NHS) moderniza-
tion process required innovative leaders at all levels in the NHS ‘who
are not afraid to be “off-the-wall”, to inspire and to stand above their
own local cultures’ (Maddock, 2002, p. 38).

The link between psychological safety and innovation has been well
demonstrated (Edmondson et al., 2001; Edmondson, 1999; Baer and
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Frese, 2003). Thompson Health in the US provides an example of the
success of psychological safety in facilitating innovation. This organi-
zation increased the level of innovation by enabling all employees to
implement, without supervisory approval, small-scale change that
improved their work processes (Homsy et al., 2004). Analysis of the
modernization agenda in the UK NHS suggested that the necessary
innovation would only occur with a change from a paradigm with
leaders only at the top, to a new paradigm that included transforming
leadership expectations of more junior staff (Maddock, 2002).

Yet in the Australian healthcare sector the current strategy of
empowerment of health sector employees has been described as
only rhetoric for top-down management (Lloyd, Braithwaite and
Southon, 1999). Bruce Barraclough, Chair of the Australian Council
for Safety and Quality in Healthcare, argued that hospital manage-
ment needed to change to ensure frontline clinicians and nurses had
the opportunity to influence management decisions (Barraclough,
2001), more evidence that the sector has yet to achieve best practice
in inspiring individual innovation. Experience from the UK sug-
gested that many senior healthcare managers were promoted on the
basis of financial and operational skills, rather than the necessary
people management skills (Maddock, 2002), and greater attention to
people management skills was required for the future. While there is
frequent talk about the need for innovation in the sector, existing
human resource processes reinforce the traditional practices of the
healthcare workforce.

Although there are few studies from healthcare, studies in other
industries have identified factors that increase the likelihood of innova-
tion. Initiatives such as mentoring, job rotation, collaboration with
universities, conferences and ‘share fairs’, and award and recognition
programs have been effective (Thite, 2004). In particular, personalized
recognition systems drawing on intrinsic rewards assisted in creating
the conditions for innovation (Judge, Fryxell and Dooley, 1997).
Intrinsic rewards relate to the built-in feedback that arises from seeing
the results of a meaningful task which has been well done, as opposed
to abstract feedback - ‘you have done a good job’ — at the end of the
year. Studies have suggested that intrinsic motivation is a key driver of
individual innovation and that extrinsic rewards and evaluations may
in fact adversely impact on innovative behaviour (Ahmed, 1998; Barron
and Harrington, 1981). The existence of strong intrinsic motivation
in this area also underlines the importance of selecting employees for
creativity and innovation (Delaney and Huselid, 1996).
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Again, linked to intrinsic motivation, life-long, self-directed learning
has been shown to be an important facilitator of individual innova-
tion, with the suggestion that managers need to evolve from ‘organiz-
ers of training’ to ‘facilitators of learning’ (Thite, 2004; Pfeffer and
Sutton, 1999) as employees take responsibility for their own informa-
tion needs (Drucker, 1992). Continuing education is acknowledged as
a necessity for health professionals, but tight budgets over the last
decade have seen healthcare organizations reduce their investment in
study leave and staff training and development.

In summary, although there is evidence for selecting staff who demon-
strate characteristics associated with innovation (Sutton, 2001; Delaney
and Huselid, 1996), individuals can be inspired to innovate through
leadership that provides a psychologically safe environment for ques-
tioning and creativity. This can be achieved through human resource
management practices that develop leaders throughout the organization
and assist these leaders to promote psychological safety; as well as imple-
menting job design and recognition and reward mechanisms that target
intrinsic motivation for innovation.

An underlying theme in many innovations in care delivery is the
redefinition of roles and relationships among the professions for more
effective care and better use of scarce resources. Some of the hardest
challenges faced by reformers arise when traditional roles and work
practices of health professionals need to change. The traditional train-
ing and socialization of the health professions tends to emphasize indi-
vidual skills, autonomy, accountability and achievement. Recent work
on improving the quality of care has consistently identified this indi-
vidual focus as a barrier to system improvement (Institute of Medicine,
2001), and argued that innovation depended on a system focus, and
the development of working styles which supported the complex team-
based care required in health services. The existing ‘professional pre-
rogatives and separate roles’ (Institute of Medicine, 2001, p. 83) need
to be replaced by cooperation, mutual respect and teamwork. Unfor-
tunately, the education and training systems have not been suitably
adapted to provide health professionals with the requisite skills for
innovation in the new environment and in the short term employers
must take on this role.

Inspiring the team

Healthcare delivery is a team process and organizational and team
leadership needs to focus on ensuring team performance in innova-
tion. Cross-sectional research and case studies suggest that openness
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and participation in teams (in which members have developed
sufficient trust and psychological safety to constructively question
behaviours and discuss mistakes openly) are strongly positively associ-
ated with clinical and organizational innovation. This was found in
different parts of the world in studies of acute care (National Coalition
on Health Care and Institute for Healthcare Improvement, 2002),
implementation of new clinical procedures in an operating theatre
(Edmondson et al., 2001), in successtul adoption of clinical guidelines
(Merlani et al., 2001), and within a nursing home (Yeatts and Seward,
2000). In all cases, the team leadership was instrumental in either facil-
itating or discouraging the necessary participation and psychological
safety.

In innovative teams, the traditional reliance on hierarchy is
replaced with participative safety that encourages team members to
make suggestions, to try things that might not work and admit mis-
takes (Anderson and West, 1998; Pech, 2001; Sutton, 2001). Tolerance
for mistakes is a key component of the learning process in these set-
tings (Martins and Terblanche, 2003; Sutton, 2001). However, there
are several seemingly intractable barriers to the creation of effective
participative teams in hospitals.

The relationships between doctors, nurses and other health profes-
sionals and between the various levels of health professionals have
typically been authoritarian in nature. In comparing medicine and avi-
ation, Sexton and colleagues found that significantly more doctors
(as compared with pilots) supported the hierarchical model of practice,
believing that junior team members should not question decisions
made by senior doctors (Sexton, Thomas and Helmreich, 2000).
Nursing teams operated with a hierarchical mechanistic structure with
a strong focus on task that undermined participation (Cott, 1997). This
hierarchy does not facilitate non-punitive leadership, participation,
trust and psychological safety. Instead of fostering effective participa-
tion and trust, hospitals consistently display poor communication
between team members, which has been shown to cause medical errors
(Wachter, 2004; Vincent, Taylor-Adams and Stanhope, 1998). For
example, the division of the clinical operating units by clinical and
administrative ‘silos’ was identified as a factor that limited quality
patient care in New South Wales (Macarthur Expert Clinical Review
Team, 2003). In recognition of the importance of teamwork in health-
care, the NHS has recently increased the focus on ensuring human
resource management (HRM) and organizational systems reward and
promote effective teamwork (Arthur, Wall and Halligan, 2003).
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Cross-functional team membership and diversity (Martins and
Terblanche, 2003) has also been shown to facilitate team innovation.
That is, teams which can tolerate diversity in the skill and personal mix
are more successful as innovators. Cross-functional teams are necessary
for operational innovation in healthcare, as important innovations
involve end-to-end processes that cross departmental boundaries
(Hammer, 2004). Hyland and colleagues suggested that the palliative
care teams they studied were successful at innovation for their patients
as the teams contained both background knowledge and diversity of
views (Hyland, Davison and Sloan, 2003).

In summary, the research tells us that innovative teams use diverse
interdisciplinary membership and demonstrate participative safety.
Structuring teams for innovation requires human resources manage-
ment practices that promote questioning, admitting and learning from
mistakes, and facilitate experimentation with new ways of working
together for better patient care.

Inspiring the organization

The literature suggested that there were complex interactive relation-
ships among factors that influenced innovation within an organization
- relationships that have not been confirmed or clearly specified
(Matthews, 2002; National Institute for Clinical Studies, 2003; Fleuren,
Wiefferink and Paulussen, 2004). Yet it is becoming increasingly clear
that organizational innovation can be facilitated through the creation
of conditions that encourage individual and team innovation
(Matthews, 2002), with consistent trends identified in most industries.
It starts with a compelling vision (Young, 2000; Weiner, Shortell and
Alexander, 1997), through which leaders articulate and enact support
for innovation within the organization (Anderson and West, 1998). In
most cases, demonstrating support for innovation requires organiza-
tions to change outdated structures for new ways of sharing informa-
tion and educating staff (Homsy et al., 2004).

The evidence is also mounting that progressive HRM, in particular
employee selection, participation and empowerment, goal setting and
feedback, and learning and training (Delaney and Huselid, 1996; Borrill
et al., 2002; West et al., 2002) have a strong relationship with improved
innovation. It is these aspects of strategic human resource manage-
ment (SHRM) that influence the psychological and participative safety
and intrinsic motivation required for individual and team innovation.
With progressive HRM individual and team innovation can be pro-
moted throughout the organization through provision of appropriate
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employment security (Pfeffer and Veiga, 1999), facilitating learning
experiences (Thite, 2004), and transferring control of career agendas to
workers (Kanter, 1997).

Australian healthcare leadership still relies too much on hierarchical
authority as the preferred method of managerial and clinical account-
ability. There is little evidence that the existing leadership divide
between managers and clinicians has been bridged, and effective mul-
tidisciplinary teamworKk is still the exception rather than the rule. The
continued focus on training health professionals (and sometimes
managers) in isolation, with the traditional emphasis on hierarchy
and on individual skills, autonomy, accountability and achievement is
not helpful to the goal of innovation in the changing world of health-
care. Existing employee performance management systems undermine
the transition to participative teamwork and have difficulty incorpo-
rating the systems perspective required for quality and safety improve-
ments (Soltani, 2003). Enhanced innovation will only be possible in
the Australian healthcare sector when workplace reform facilitates the
resolution of these long standing barriers.

Steps to innovation

At the beginning of this chapter we cited the major changes that
accompanied successful waves of innovation including, new organiza-
tional forms; a changing workforce; new products; and investment in
infrastructure (Department of Industry Science and Resources, 2000).
We have noted that although structural change, with accompanying
infrastructure investment, has been prominent, the ‘best practice’ form
of healthcare organizations is yet to emerge. There is a sense of uncer-
tainty about how to improve the design of systems to achieve the
required integrated care to address the ‘new epidemic’ of chronic dis-
eases in an ageing population. Instead of ensuring ‘form follows func-
tion’ health sector reforms in Australia appeared to have focused on
the form and hoped that the functions would follow appropriately.
Our review of innovation performance suggests that the focus of
healthcare reform should be directed to ensuring effective teams; that
is, to focus on team development for safe, high quality care delivery
and design the workforce, organizations and systems to support this
teamwork.

In many ways the workplace reforms we have seen in the health
sector in Australia have not had an appreciable impact on developing
a workforce that can adapt, or more importantly, lead the required
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wave of innovation. Health system reforms, possibly because they
have tended to be politically motivated (Stoelwinder and Viney,
2000) and conceived in isolation from human resources management
(Bach, 2003), have not fully addressed the important issues. The
status quo is often reinforced through defensive people management
policies and procedures (Argyris, 1986). An emerging theme among
those who watch the healthcare sector in Australia is the recognition
that many of the factors, policies and procedures that shaped health
organizations are no longer relevant and need to be re-examined
(Braithwaite and Hindle, 1999; Hillman, 1999; Menadue, 2003).
While unions and professional associations have played a role in
advancing the agenda of health sector reform, they have also tended
to cling to established custom and practice in the roles and responsi-
bilities of their members. In order for organizations to leverage
knowledge faster and better, organizational policies and procedures
related to people management must reflect a new social contract
(Kanter, 1997). Unions and employees should be looking for new
motivational tools.

There is limited evidence that, after a period of considerable reform,
the workforce is any better matched to the needs of the healthcare pro-
duction process, with continuation of the entrenched hierarchical roles
and responsibilities that obstruct psychological and participative
safety. These roles continue to be reinforced through isolated training
and development of the health team members. While different service
models have been a feature of the recent waves of change, it seems that
further innovation is required. Yet there is little evidence that the nec-
essary human resource management practices are in place to guide the
workforce changes required for innovation. The inflexible award-based
compensation and working conditions that characterize the Australian
healthcare system (Braithwaite, 1997) are in many ways incompatible
with the human resource management practices required for creativity
and innovation (Bazzoli et al., 2001).

We conclude that while there has been a great effort to innovate,
and many changes in practice, there is a sense that the big problems
have not been solved, and that the system is still trammeled by hierar-
chical thinking and a focus on control rather than innovation.
Workplace reforms have delivered some of the necessary conditions for
effective innovation, by modifying many established practices and
roles. But these conditions have not been fully exploited and further
workplace reform needs to be linked to desired innovation outcomes
through SHRM practice.
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Developing a Strategic Approach to
People Management in Healthcare

Tim Bartram, Pauline Stanton and Raymond Harbridge

Introduction

Over the past twenty years there has been an international focus by
governments on achieving efficient and effective health services
through health sector reform. Yet until recently little attention has
been given to people management approaches in healthcare (Saltman,
Figueras and Sakellarides, 1998), or the impact of government policies
and environmental change on the management of the workforce at the
organizational level (Bach, 2003). This lack of focus on people manage-
ment is surprising considering that the industry is labour intensive,
highly educated and accounts for a large proportion of total costs.
Instead the health labour force has been seen as a target for cost
savings and government policies have often focused on costs and
efficiency (Thornley, 1998) rather than innovation and human capabil-
ity building (Bach, 2000; Stanton, 2002a).

In this chapter we argue that Strategic Human Resource Management
(SHRM) might offer new opportunities to improve the management of
people within the public health sector. Although this chapter sets out
to explore the promise of SHRM specifically within the Victorian
public health sector, we also draw implications for research and prac-
tice within the Australian and international contexts. First, we investi-
gate the concept of SHRM and its potential benefits for the public
health sector. Secondly, based on a series of interviews with key actors
within the Victorian public heath sector, we explore the views and
experiences of employers and managers, trade union officials and state
government officials concerning SHRM. Thirdly, based on a bench-
marking survey of public health facilities in Victoria we analyze the
adoption of SHRM from the perspectives of chief executive officers
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(CEOs), human resource directors (HRDs) and general functional man-
agers (GFMs). Furthermore, we also explore their views as to positive
aspects of the HRM function in healthcare organizations, barriers to
practicing HRM and areas for improvement. Finally we discuss the
implications of our findings and make some suggestions for further
action.

Strategic human resource management: what, why and how

The last two decades have witnessed an enormous growth in academic
and practitioner interest in SHRM. SHRM advocates the mutual inter-
dependence and congruence of key organizational variables including;
structure, strategy, people, management style, human resource systems
and functions (such as recruitment, selection, and performance
appraisal, training and development, induction and reward manage-
ment), procedures and culture (Boxall and Purcell, 2003; Legge, 1995).
In essence, SHRM suggests that the HRM functions should consistently
influence employee and management behaviour so as to enable and
achieve the strategic plans of the organization. Numerous contempo-
rary commentators have advocated and illustrated the importance of
HRM and strategic congruence (Schuler, 1992; Walton, 1985; Wright
and McMahan, 1992) arguing that there should be an alignment or
congruence between each HRM function and strategic planning.

There is also a growing body of research that explores the critical role
of human resource management in improving organizational out-
comes with some evidence of a measurable and positive impact on
organizational performance (Delaney and Huselid, 1996; Huselid,
Jackson and Schuler, 1997). Therefore designing and implementing a
set of internally consistent policies and practices that ensure a firm'’s
human capital contributes to the achievement of its business objectives
— via compensation systems, team-based job designs, flexible work-
forces, quality improvement practices, and employee empowerment is
a major feature of SHRM (Wright and McMahon, 1992; Lado and
Wilson, 1994; Huselid et al., 1997). In theory SHRM practices provide
great promise for people-rich organizations and industries (Bartram
and Cregan, 2001; McDuffie, 19935; Jackson, Schuler and Carlos Rivero,
1989). A more proactive approach to people management has much
to offer the health sector and in a context of fiscal pressures, successful
not-for-profit organizations are said to need innovatory service
methods with pro-active, multi-skilled workers (Boxall and Purcell,
2003).
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SHRM and its potential for the healthcare sector

A labour intensive, highly motivated, highly skilled professional work-
force as in the health sector should be an ideal context for the success-
ful implementation of human resource management practices.
However, the empirical literature suggests otherwise in a number of
ways. First of all the people side of management has often been ignored
in the pursuit of health reform both internationally (Saltman et al.,
1998; Bach, 2000) and in Australia (Stanton, Bartram and Harbridge,
2004). Secondly, the health sector is largely government funded and
often organized around a public service model focusing on process and
good practice rather than organizational outcomes. The experience of
HRM in the public sector has not been encouraging. For example, a
report from the OECD suggests that the public sector is still ‘highly cen-
tralized, rule bound and inflexible’ in its HRM practice (Bach, 2000).
Thirdly, despite the contention from Kessler and Purcell (1996) that
government reforms had given organizations such as hospitals more
strategic choice at the organizational level, recent evidence suggests oth-
erwise. Bach (2000) in the UK argued that hospital employers were con-
strained in their actions not only because they were subject to the
whims of government policy but also because they sit within a wider
framework of powerful stakeholders. Stanton (2002b) found a similar
situation in Victoria and that even though Victorian hospitals had more
independence than many of their interstate counterparts they still had
to work within a wider centralized employment relations framework.

Barnett, Buchanan, Patrickson and Maddern (1996), in a comparative
study from the United Kingdom (UK) and South Australia (SA) on the
experience of HRM in hospitals, expressed optimism from the UK
findings but pessimism from the South Australian experience. In the
British case study they found that the HRM department had some
success in shaping local factors (for example occupational health and
safety). However, in South Australia, Barnett et al., (1996) argued that
the centralized industrial relations framework limited the HRM func-
tion. They also noted that there often existed contested ownership
within the senior management structures with some hospital managers
not willing to allow a strategic role for the HRM department. Patrickson
and Maddern (1996) found that HRM in South Australian hospitals
largely carried out a regulatory ‘personnel’ function as ‘the keeper of the
rules’.

Recent studies have highlighted the need for innovation, particularly
in the area of HRM, viewing the workforce as an asset not just a cost.
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Innovation can be enhanced through better people management prac-
tices and can directly support other goals such as providing a quality and
safe service (Dwyer and Leggat, 2002; Stanton, 2002b). Likewise, case
studies of high-performing organizations have consistently pointed to
effective people management as a critical factor in the success of those
organizations. The high performance management literature links
people management strategies to performance. One of the issues here is
getting support and recognition of this in the healthcare sector. Also a
major problem in the healthcare sector is the contentious nature of the
measurement of performance. Performance is often seen in terms of
activity such as increased throughput, but increased throughput can
undermine the quality of service delivery and hence patient satisfaction
(Duckett, 1995).

Two notable studies have attempted to link people-management
practices to improved patient mortality in acute hospitals. A study of
the ‘Magnet’ hospitals in the USA focused on hospitals that attracted
and retained good nurses through their people-management practices.
The study examined the relationship between good nursing care and
mortality rates and found that hospitals that were ‘magnet’ hospitals
had lower patient morality rates (Aitkin, 1994). West et al. (2002) in
the UK also focused on patient mortality but included a range of
people-management practices including appraisal, teamwork and train-
ing. Again the researchers found a link between these specific practices
and lower patient mortality.

There has been no comparable study in Australia. However, Australian
state governments as the major funders and providers of public hospitals
are increasingly concerned with the quality and effectiveness of service
provision. There is increasing awareness amongst the key stakeholders
that an emphasis on people management might offer some direction in
this area.

People management practices in the Victorian public health sector

Since 1992 there have been two distinct government policy directions
in the Victorian public healthcare sector that have had substantial
impact on people management within the sector. The Liberal-National
government (1992-9) focused on a cost reduction approach towards
funding arrangements, leading to a culture of ‘doing more with less’,
and a decentralized ‘arm’s length’ or ‘steering not rowing’ approach to
the management of health organizations. Policies included; the intro-
duction of Casemix funding, severe budget cuts, the encouragement of
outsourcing and enterprise bargaining and the reorganization of the
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metropolitan hospitals into networks managed by a commercially
focused board of management. Stanton’s (2002b) study into employ-
ment relations in the Liberal-National years in public hospitals found
that much of the promised autonomy did not eventuate and health
organizations were still controlled by government directions. There
was also inadequate long-term human resource planning within the
health sector and no proactive support for investment in local HRM
during this period (Stanton, 2002b).

In contrast, the Labor government (1999-current) has invested
more heavily in the health care sector, but has relied more openly on
greater centralization particularly in areas such as industrial relations.
The Labor government inherited a public health industry that was in
poor shape financially because of years of budget cuts. Its response
was to put more money into the sector, to re-emphasize planning
including establishing a Workforce Planning Branch, to put a greater
focus on quality not just efficiency and on collaboration rather than
competition (Stanton, 2002a). The government also reorganized the
metropolitan healthcare networks reorientating their primary focus to
one of good patient care. However, it has again left human resource
management to the organizations.

Methodology

The data in this study is drawn from four major sources. The first
source is a study carried out by one of the researchers into employ-
ment relations in the public health sector during the years of the
Liberal-National government (Stanton, 2002b). The study involved a
collection of key documentation and included a series of semi-
structured key informant interviews carried out between 1999 and
2000 with a purposive sample of eight senior employers and human
resource directors, seven trade union officials from all the major
unions and two officials from the Victorian Department of Human
Services. The documentation included data from the Australian
Bureau of Statistics, the Department of Employment, Workplace
Relations and Small Business, the Industrial Registry and both state
and federal government reports.

The second source of data is an in-depth case study of a large
regional hospital (over 2000 employees), carried out by another of the
researchers (Bartram, 2002), in which a number of key informants were
interviewed, including the CEO, the executive HRM director, a HR
manager, one functional general manager, three shop stewards and a
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trade union branch secretary. Interviews were carried out between
August 2000 and March 2002. The archival data consisted of annual
reports and the current enterprise bargaining agreement.

The third source of data is a current action research study. The first
part of this study also included a collection of background documen-
tation including annual reports, government documents and quality
management frameworks and another series of key informant inter-
views which were carried out in 2002-3. A series of semi-structured
interviews were conducted with one CEO, four executive HRM direc-
tors from rural, regional and metropolitan health services, three gov-
ernment officials from the Victorian DHS, and six trade union
officials of three major health unions. The interviews were tran-
scribed and analyzed using a coding framework to identify themes,
categories and patterns in the data. This was an iterative process that
involved reorganizing and refining the data against an analytical
framework developed from the literature review. From this process
concepts emerged and were formulated into a logical and systematic
narrative.

The second part of the action research study and fourth source
of data, involved a survey of public healthcare facilities in Victoria,
including metropolitan health services which are the large city-based
teaching hospitals, the large regional base hospitals, smaller non-
teaching district and bush hospitals and community health services
(130 organizations) between December 2003-April 2004. Five hundred
and thirty six questionnaires were distributed to the CEO, human
resource director and two general functional managers (often Directors
of Nursing or Medical Directors) per organization. A total of 184 ques-
tionnaires (34 per cent response rate overall) were returned including
64 from CEOs, 35 from HRDs and 85 from GFMs (almost 50 per cent
response from CEOs and an estimated 90 per cent response rate from
HRDs as all organizations do not have a designated HRD).

There were two survey instruments, one directed at the HRD and the
second to the CEO and general functional managers of the organiza-
tion. The HRDs survey comprised of questions relating to strategic
HRM, questions relating to the full range of HRM functions including
recruitment and retention and a comprehensive set of HRM outcomes
such as industrial relations outcomes, recruitment and selection and
turnover outcomes. The CEO and GFM survey contained the same
SHRM questions, a less comprehensive set of the same group of HRM
functions plus questions pertaining to the organizational outcomes
monitored by their organization.
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Perspectives from employers and managers, government
officials and trade unions: the key informant interviews

The Liberal-National government did not see HRM as being the busi-
ness of government. To a certain extent this ‘arms length’ approach to
management provided some opportunities for local initiative, however,
the focus on cost control heavily constrained the development of
SHRM. Employers were critical that there was no money available
to invest, of the lack of overall planning and of the government’s
approach to industrial relations. The Liberal-National government had
encouraged enterprise bargaining in theory yet in practice had con-
strained independent initiative through its funding policies.

In contrast, employers welcomed the fact that the Labor government
has invested heavily in the system but expressed concern that its initia-
tives particularly in industrial relations have been centralized and hence
have provided another kind of constraint for the development of local
SHRM. An example of this is the nurse: patient ratio of four patients to
one nurse, which was introduced as part of the arbitrated Nurses’ Award
in 2000. Employers saw this policy as constraining labour utilization at
the local level and were critical of such developments. Most employers
agreed with a centralized role for wages and conditions but wanted to
have some flexibility at the local level for labour utilization issues. They
argued that a ‘one size fits all’ centralized approach does not allow for
local peculiarities.

All employers and managers interviewed for this study remarked on
the potential of SHRM to rejuvenate and improve organizational per-
formance and most of them identified improved practices. However,
they all described the lack of active support from government to help
their practice. Employers and managers argued that given the fiscal
pressures in the healthcare sector, re-organization and greater invest-
ment in SHRM is pivotal but successive governments have not appreci-
ated this point and in fact existing structures and processes have
undermined local investment. Employers also commented on the
political nature of the healthcare sector, and government’s knee jerk
response to issues like hospital waiting lists and problems with ambu-
lance bypass. Employers believed such issues will always receive prior-
ity funding over HRM initiatives, which in the eyes of the public
would be ‘spending money on more managers and administrators’.

Employers also recognized the complex web of well-established insti-
tutional arrangements within the public health sector and the potential
conflict between central and local decision making. No employer
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wanted government to play a more ‘hands on’ role. Instead, many of
the HRDs interviewed suggested that the government could play a more
visionary role with respect to health sector innovation than they do at
present. This could include a more enabling role, setting general policy
parameters and encouraging local SHRM initiatives by supporting them
with appropriate funding.

Managers also recognized that HRM within the workplace should
not just play a regulatory function and that genuine strategic human
resource change means changing culture, improving communication,
empowering staff and getting the right structures in place that can
enable staff development. In order to play a key part in this cultural
change, HR directors argued that they should have ‘a seat at the table’
giving them power within the organization as a part of the executive
decision-making team.

Overall, employers held the view that greater decentralization of the
HRM function to the workplace level would be an important advance.
This decentralization necessarily requires greater resourcing of the
HRM function and management development. Employers held
the view that the role of government in workplace management
should be to identify system-wide issues and difficulties, and provide
leadership and resources to minimize these problems.

There was a clear difference of views expressed by officials from the
two different periods of government. Department of Human Service
officials under the Liberal-National government did not see HRM as
their concern. However, one official did comment on the lack of
human resource planning, believing that hospitals were limited in
their ability to influence future labour markets, and stated that the
government’s lack of attention in this area was leading to massive
labour supply problems, not only in nursing but also in areas such as
pharmacy and radiography.

Under the Labor government the officials are more proactive. The
DHS now actively collects data on a range of issues not considered
vital by the previous government, including the numbers of staff
employed, labour turnover, and sickness and absenteeism figures.
The Workforce Planning branch also investigates workforce issues
for different professional groups and streams of care, and invites
applications from the field for funding of innovative pilots around
recruitment and retention.

Government officials from the Labor government also stressed a
bigger focus on partnerships, in particular building relationships
between employers and unions in the area of industrial relations.
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They did not apologize for the government’s more centralized
approach to industrial relations, although one official did stress the
importance of developing closer relationships with the HRDs whom
he argued understand the realities of the industrial situation ‘on the
ground’. He also stressed the difference between the systemic issues
and the local organizational issues and the DHS role in each. He
argued that the DHS can encourage collaboration with organizations
around particular policy initiatives that are systemic, and need sys-
temic solutions such as nurse recruitment, but argued that many
HRM issues such as staff retention need local solutions. In many ways
this view was similar to that of the employers who saw government
as the enabler, setting the broad agenda and funding pilot studies of
industry-wide issues.

Although the trade union officials interviewed were supportive of
HRM in theory, they were also the most forceful in support of central-
ization, particularly in terms of industrial relations and the bargaining
process. From the interviews with trade union officials it was clear that
they would not give this greater centralization away without a fight.
All of the health sector trade unions had resisted decentralization
of wages and conditions through enterprise bargaining during the
Liberal-National years (Stanton, 2002b). In the 2004 enterprise bar-
gaining round, under the Labor government, the Australian Nursing
Federation fought a strong campaign to protect the nurse: patient
ratios won in 2000. Their success in this struggle was largely due to
the fact that they could mobilize the support of their members and the
public over issues of patient care.

One trade union official was critical of the lack of information that
the government had about the sector, arguing that wage increases were
not always fully funded because the government could not adequately
cost them, leading to hospitals cutting corners in the implementation
of wage agreements. In her view this led to an irritant in the system as
members had to battle individually for their entitlements, thus under-
mining staff commitment and creating staff dissatisfaction with their
organization.

Overall, trade union officials interviewed held positive views towards
the promise of HRM within the Victorian public health sector. In addi-
tion, they held the view that the HRM function should be better
funded. Despite the positive views of HRM by the trade unions, it was
evident that they emphasized the implementation of collectivist and
humanistic HRM policies, which may not always be congruous with
that of management. In a similar vein, trade unions were also critical
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of any management or government attempts to decentralize the collec-
tive bargaining process.

It is clear from the interviews that context is important, and that
context is directly influenced by government through its funding poli-
cies and priorities. However, it was also clear was that many claims
were made by each of the actors about the practice of HRM in the
sector with very little supportive evidence. Without such evidence
these claims become little more than unsubstantiated views. The next
stage of the project was to explore the character of HRM in the public
health sector via a systemic survey.

Survey of the Victorian public health sector: Barriers and
challenges to the practice of SHRM

We only focus here on one aspect of the survey data, the practice
of Strategic Human Resource Management. The survey questionnaire
contained both qualitative scales and quantitative questions designed
to understand the current use of, and barriers towards the practice of
SHRM, and the Strategic HRM Index (Huselid, 1995) was used to capture
the use of SHRM (please see Appendix 1 for a description of the Strategic
HRM Index). We also explore qualitative responses to three questions from
the total sample: ‘What aspects of HRM does your organization do well?’,
‘What are the current barriers to practicing HRM in your organization?’
and ‘Which areas of HRM could be improved in your organization?’.

Three separate one-way ANOVA tests were conducted to ascertain
the extent of differences in perceptions of the practice of SHRM across
the healthcare groupings (i.e. metropolitan hospitals, base hospitals,
district hospitals and community health services) from the perspec-
tives of the three groups of managers, CEOs, HRDs and GFMs. Tables
1, 2 and 3 provide a summary of results of the one-way ANOVA:s.
Table 11.1 provides responses obtained from chief executive officers
(CEOs); Table 11.2 provides those from general functional managers
(GFMs); and Table 11.3 presents the responses from human resource
directors (HRDs). The means of each SHRM variable are provided for
each hospital grouping.

Whilst there were some differences between the means of SHRM vari-
ables across the four different healthcare groupings for the CEOs res-
ponses, these differences were not statistically significant. CEOs across
all four groups held the view that their organizations were practicing
SHRM - that is integrating human resource management functions with
organizational goals.
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Table 11.1 ANOVA of strategic human resource management for CEOs

Variable = Mean Mean Mean  Mean SD F  Aggregate
Metropolitan Base  District Community Mean
health
SHRM 1 4.38 3.86 3.71 3.90 0.934 1.050  3.88
SHRM 2 3.75 4.00 3.68 3.95 0.924 0.453 3.81
SHRM 3 4.00 3.57 3.54 3.86 1.019 0.667 3.70
SHRM 4 3.13 3.00 2.96 2.67 1.223 0.374  2.89
SHRM § 4.50 4.14 4.18 4.29 0.642 0.594  4.25
SHRM 6 3.75 3.43 3.21 3.33 1.057 0.537 3.34
SHRM 7 3.75 3.00 3.43 3.43 0.887 0.888  3.42
SHRM 8 3.25 3.71 4.04 3.52 0996 1874 3.73
SHRM 9 3.50 3.29 3.11 2.86 0.938 1.047 3.09
SHRM 10 3.75 4.00 4.11 3.81 0.722 0918  3.95
SHRM 11 4.00 3.71 3.68 3.81 0.831 0332  3.77
SHRM 12 3.75 3.00 3.39 3.48 0.832  1.059 3.42
SHRM 13 3.88 3.57 3.89 3.86 0.801 0.300  3.84
n =64
df = 63
*p<0.05
**p<0.01

The HRDs shared similar views concerning the practice of SHRM
across the four groups, however, the HRDs were less positive about its
practice than CEOs in Metropolitan Health Services and more positive
than CEOs in the other groups. There was also a statistically significant
difference between the groups with regards to SHRM?7 ‘this organiza-
tion matches the characteristics of managers to the strategic plan of the
organization’. Whilst the means of SHRM7 for metropolitan health ser-
vices, district hospitals and community health services are all greater
than 3, HR directors in base hospitals reported lower mean scores.

In contrast, responses collected from general functional managers
across the four groups tell a somewhat complex story relative to
the CEOs and HRDs. There are a number of significant differences
between the means of the items across the four groups. Statistical
differences were found among six items — SHRM1, SHRM7, SHRMS,
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Table 11.2 ANOVA of strategic human resource management for general
managers

Variable = Mean Mean Mean  Mean SD F Aggregate
Metropolitan Base District Community Mean
health
SHRM 1 3.25 3.33 3.86 3.92 0.811 1.050* 3.72
SHRM 2 3.50 3.50 3.77 3.88 0.836 0.927 3.73
SHRM 3 4.00 3.50 3.57 3.35 0.994 1.208 3.55
SHRM 4 2.92 3.25 3.03 3.12 0.961 0.276 3.07
SHRM 5 4.17 4.17 4.03 3.92 0.794 0.385 4.04
SHRM 6 2.83 3.00 3.20 3.19 1.051 0.449 3.12
SHRM 7 2.75 2.58 3.29 3.54 0.866 5.228 ** 3.19
SHRM 8 3.00 3.00 3.60 3.77 0.868 4.028 ** 3.48
SHRM 9 2.25 2.33 2.83 3.15 0.891 4.469 ** 2.78
SHRM 10 3.58 3.42 3.46 3.54 0.946 0.096 3.49
SHRM 11 3.50 2.83 3.43 3.88 0.946 3.833* 3.49
SHRM 12 2.83 3.08 3.20 3.77 0.939 3.854* 3.31
SHRM 13 2.83 3.50 3.43 3.88 0.946 3.833* 3.49
n=385
df =63
*p<0.05
*p<0.01

SHRM9, SHRM11, SHRM12, and SHRM13. In relation to SHRMI,
‘human resources strategies are effectively integrated with the organiza-
tion’s strategy’, metropolitan and base hospitals reported the lowest
means, 3.25 and 3.33 respectively. In relation to the question, ‘this orga-
nization matches characteristics of managers to the strategic plan of the
organization’ (SHRM7), metropolitan and base hospitals both displayed
mean scores of less than 3 (2.75 and 2.58 respectively). The metropolitan
and base hospitals further reported lower means relative to district and
community health services concerning ‘this organization identifies man-
agerial characteristics necessary to run the organization in the long
term’. Community health services reported the highest mean of 3.15
concerning the statement, ‘this organization modifies the compensation
systems to encourage managers to achieve long term strategic objectives’.
Base hospitals reported the lowest mean for the statement (2.83), ‘this
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Table 11.3 ANOVA of strategic human resource management for human
resource directors

Variable = Mean Mean Mean  Mean SD F Aggregate
Metropolitan Base District Community Mean
health
SHRM 1 3.89 4.40 4.00 3.86 0.767 1.050 4.00
SHRM 2 3.67 4.00 4.00 4.29 0.857 0.680 3.97
SHRM 3 3.67 4.80 3.57 4.00 1.115 1.728 3.86
SHRM 4 2.78 3.60 2.71 2.86 1.022 0.978 2.89
SHRM 5 4.22 3.80 4.21 3.86 0.919 0.440 4.09
SHRM 6 3.44 2.60 3.43 2.57 1.216 1.326 3.14
SHRM 7 3.11 2.20 3.50 3.00 0.832 3.820* 3.11
SHRM 8 3.78 4.00 3.86 3.29 0.886 0.831 3.74
SHRM 9 2.11 2.20 2.57 2.57 1.006 0.494 2.40
SHRM 10 3.89 3.40 3.79 3.86 0.942 0.306 3.77
SHRM 11 3.89 3.00 3.86 3.43 0.838 1.815 3.66
SHRM 12 3.11 2.60 3.43 3.00 1.004 0.908 3.14
SHRM 13 3.56 3.60 3.93 3.43 0.900 0.586 3.69
n=235
df =63
*p<0.05
*p<0.01

organization evaluates key personnel based on their potential for carry-
ing out strategic goals’, SHRM11. Finally, in terms of SHRM12 ‘job ana-
lyses are based on what the job may entail in the future’ and SHRM13,
‘development programs are designed to support strategic changes’, met-
ropolitan hospitals reported the lowest means, 2.83 and 2.83 respec-
tively. In other words, GFMs across the whole of the public health sector
were less positive about the use of strategic HRM than either CEOs or
HRDs. However, general managers did think that HRM would become
more important in their organizations in the future and general man-
agers in metropolitan health services thought that HR personnel have a
key influence in setting HR strategy in their hospitals.

Given the organizational size, availability of resources and geograph-
ical differences it was expected that the larger the health services, the
more likely we were to find the practice of SHRM. This proposition is
in line with contemporary scholarly research that suggests that SHRM
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is more likely to be practised in larger organizations, with greater
financial resources, as well as specialized human resource managers
(Bartram, 2005; Guest, 1995). However, we found that the larger the
organization the greater the divergence of perceptions concerning
the practice of SHRM between the CEOs, HRDs and GFMs. These
results support Bartram and Cregan’s (2001) research which found that
different levels of management may have very different perspectives on
working in organizations (e.g. use of strategic HRM).

Qualitative Data Analysis

Tables 11.4, 11.5 and 11.6 show the frequencies for the responses
to the open-ended questions in the survey. Responses have been aggre-
gated. Respondents were asked three open-ended questions concerning
the aspects of HRM that their organization does well, barriers to prac-
ticing HRM and which areas of HRM could be improved. Ninety-five
respondents completed this section of the questionnaire.

Twenty-eight per cent of respondents perceived that their organization
performed well in the area of participation and empowerment. Nineteen
per cent agreed that human resource development was also practiced well.

Table 11.4 Aspects of HRM that your organization does particularly
well at

HRM Function Number of Respondents %

Participation and empowerment " 28 29%
Human resource development % 19 20%
Recruitment and selection * 13 14%
Leadership and management # 13 14%
Employment relations ** 10 11%
Performance management and appraisals * 8 8%
OH&S 4 4%

Please note that the above functions also include the following categories:

* induction

" remuneration; reward and recognition

# management of culture; change management; staff supervision; policy; leadership and
management development; collaboration between staff and management

** grievance handling; consultation with unions

" access to information; staff support; workforce wellness; Employee Assistance Program;
staff satisfaction surveys; Equal Employment Opportunity; flexible working conditions;
communication; teamwork

* training and development; youth employment; credentialing; improved skill mix;
mentoring; human resource planning; HR specialist staff; HR information systems
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The most significant barriers to practising HRM within the public
health care facilities, from the perspective of the aggregated sample,
were (in sequential order) inadequate funding (28 per cent), inade-
quate HR specialist staff (23 per cent), which was particularly true for
the district hospitals, and limited resources (23 per cent).

Respondents further identified areas of HRM that could be improved.
The main function that respondents noted that could be improved was
human resource development. Fifty-five of the 148 responses (37 per
cent) identified areas such as training and development; mentoring
and management development and improvement in specialist HRM
training as areas that could be further improved in their organization.

Table 11.5 Barriers to practicing HRM in your organization

Barrier Number of Respondents %

Inadequate funding 32 28%
Inadequate HR specialist staff 26 23%
Limited resources 26 23%
Skill base of management staff 13 11%
Lack of commitment to HR 9 8%
Time constraints 8 7%

Table 11.6 Which areas of HRM could be improved?

HRM Function Number of Respondents %

Human resource development * 55 37%
Strategic approach 25 17%
Participation and empowerment *" 22 15%
Recruitment and selection * 19 13%
Performance management and appraisals " 18 12%
Almost all 9 6%

Please note that the above functions also include the following categories:

* induction

" remuneration; reward and recognition

" access to information; staff support; workforce wellness; Employee Assistance Program;
staff satisfaction surveys; Equal Employment Opportunity; flexible working conditions;
communication; teamwork

% training and development; youth employment; credentialing; improved skill mix;
mentoring; human resource planning; HR specialist staff; HR information systems
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This was also reflected in the quantitative data in which variables con-
cerning management development scored poorly. This next important
area of improvement noted was practising a more strategic approach to
human resource management in the organization (17 per cent).

Future directions for people management within the Victorian
public health sector

Bringing together all of the data collected so far presents a complex
picture. First, the collection of narratives from the three main players
supports the view that HRM practices and strategies are inextricably
linked to the surrounding organizational environment. Our results also
support the conclusions of Bach (1998), suggesting that the reform of
management practices in the health sector is a long-term and challeng-
ing endeavour due to the structural constraints impinging on manage-
ment practice. It is obvious that the development of new managerial
approaches need to be identified and developed jointly with the major
players within the health sector that can meet the needs of all of these
stakeholders. At the level of the organization it is clear that CEOs and
HRDs are concerned with SHRM practice. However, the responses from
the GFMs suggest that in reality such practices are not so visible. It
appears that, particularly in the metropolitan and base hospitals,
general functional managers do not share many of the same strategic
HRM experiences at the operational level of the organization. This may
be for a number of reasons. Given the large scale of these organizations
some managers may not be privy to many of the SHRM plans and
strategies developed at the apex of the organization. Moreover, many of
the HRM plans and strategies may not be fully operationalized at the
lower levels of the metropolitan and base hospitals. In contrast, given
the smaller size of the district hospitals and community health centres,
those managers that develop SHRM plans and policies may also imple-
ment them on the ground. Also, the discrepancies in responses from the
General Functional Managers with those of their CEOs and HRDs might
be a related to a lack of their specialist human resource management
knowledge. However, the results also suggest that despite the optimism
of the CEOs and HRDs, SHRM is either not taking place, or is limited, as
the general functional managers such as Directors of Nursing and
Medical Directors are obviously not engaged with the process. This does
not suggest a great deal of alignment and congruence of management
practices nor of internally consistent policies and practices. In fact it
appears that the general functional managers in the large organizations
largely see HRM happening somewhere else.
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Secondly, the relationship between the central and the local level in
terms of people management needs a more strategic response from gov-
ernment than there appears to be at present. The key informants sug-
gested that at government level, people management has largely focused
on industrial relations. Industrial relations has clearly become more cen-
tralized under the Labor government. Unions and most employers
welcome some aspects of centralization, particularly of wages and terms
of employment as these issues affect the public healthcare system. More
specifically however, some employers advocated a ‘hybrid’ of decentral-
ization and centralization of approaches to healthcare management.
Human resource practitioners and employers view the centralization of
wages and conditions of employment, and the decentralization of HRM
practices and policies that reflect the idiosyncrasies of individual hospi-
tals, as ways of enabling local management to focus resources on labour
issues that are relevant for their workplaces.

On the ground the picture becomes more complex. Wages in the
health industry are inextricably associated with conditions of employ-
ment, career structures, labour utilization and other issues. The Labor
government’s return to centralization has not helped this situation
allowing even less flexibility at the local level and undermining the
employers’ scope to manage the HRM issues. Since hospitals within
the Victorian public health system are heterogeneous entities, govern-
ment policy needs to reflect this heterogeneity and the voice and expe-
rience of a range of employers needs to be heard. We found that the
different divisions had different issues and dilemmas. This fits with
the fact that some of the employers we interviewed suggested that the
current government approach does not currently understand and
reflect the diverse HR related issues at hospitals.

The employers believed that currently there is little policy direction
and a lack of leadership from the Labor government concerning HR
issues. They suggest that the government should play a more visionary
role than they do at present. For example the Liberal-National govern-
ment took the view that people management was not its problem - that
was the problem of the hospitals. This allowed some local autonomy but
health organizations were constrained by the government’s focus on
costs. In contrast, the Labor government has put more money into the
sector but allowed a return to more rigid central rules and procedures that
apply a ‘one size fits all’ approach that undermines local autonomy. The
continued centralization of wages and working conditions could be a way
of ‘freeing-up’ management and trade unions so that they could concen-
trate on local people HRM issues but only if some flexibility at local level
is encouraged and championed. There must be a clearer identification of
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the relationship between the role of government and the role of hospital
management and an acknowledgement that government policy directly
impacts on local practice.

Thirdly, the role of HRM within the organization needs to be add-
ressed. Employers are very aware of the human resource challenges facing
them if they are to improve organizational performance and outcomes
for patients. The results of our open-ended questions reveal that inade-
quate funding, lack of specialized human resource staff, inadequate man-
agement development and a lack of commitment to human resource
management are regarded as the most significant barriers to the practice
of HRM in the Victorian public healthcare facilities. In order to do all of
these things the HRM function needs to have decision-making authority
at the highest level within the organization. Some hospital managers
voiced some degree of dissatisfaction with the current management struc-
tures. This may involve developing and harnessing managerial skill in
order to maximize the success of cultural change. Building partnership
and trust between the employer, trade union and employees is essential
to the effective management of hospitals. In the highly unionized health
sector a key component of effective management is the ability to manage
the trade union/management relationship. Until the facilitating and
enabling role of HRM is improved and express links made between HRM
and patient outcomes HR will continue to be seen as an administrative
function vulnerable to financial restraint in difficult times.

Fourthly, all of the key players, government officials, union officials
and employers interviewed expressed that a major impediment to devel-
oping and harnessing the potential of human resources within the health
sector was the lack of resources. Again, this was also echoed in the results
of our open-ended questions. Approximately 51 per cent of respondents
suggested that ‘inadequate funding’ and ‘limited resources’ were seen as
the major impediment to the practice of strategic HRM in the Victorian
public health sector. There was also a view held by some HR directors that
directing government funds to an area that could be seen to spending
more money on managers would be very unpopular with the electorate.
A fundamental aspect of developing the promise of HRM is to ensure that
it is properly resourced. Trade unions officials, employers and managers
interviewed all agreed that HRM is valuable and does urgently warrant
the greater government funding and investment from senior hospital
management. Both parties argue that devoting greater resources to HRM
may foster conditions for the development and support of a talented,
highly skilled and innovative healthcare workforce. Employers and HR
directors welcomed the Labor Government increases in funding of the
health sector.
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Conclusion

Despite qualitative and quantitative results indicating that there is some
knowledge and adoption of SHRM, particularly at the strategic apex of
the organization, the practice of SHRM does suffer from a number of
barriers and challenges. In the larger organizations the general func-
tional managers who are the people charged with the everyday practice
of people management either were not aware of SHRM or did not think
it took place. This is a concern and raises issues of management devel-
opment and the improvement of integrated systems and processes in
those organizations. A number of other areas were also identified for
further improvement. Further understanding the relationships between
the government, trade unions and management and better managing
central-local tensions are paramount. Continual research of the rela-
tionship between layers of management concerning the practice of
SHRM within public health facilities is also vital. Greater dialogue
between trade unions, management and the government concerning
system-wide concerns and resourcing are also important steps to
improving HRM. The public healthcare system is an integral and valu-
able institution within our community. As academics and practitioners
it is valuable, not only to better understand the role of people manage-
ment practices in the effective provision of healthcare, but to challenge
ineffective practices, structures, roles and relationships.
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APPENDIX 1 Definitions of variables

Variable Definition

SHRM 1 Human resource strategies are effectively integrated with this
organisation’s strategy

SHRM 2 Human resource practices are integrated to be consistent with

each other

SHRM 3 Human resource personnel are a key influence in setting HR
strategy

SHRM 4 Human resource strategy is distinct from the business strategy

SHRM 35 Human resource management strategy will become a more
important influence on this organisation’s strategy in the
future

SHRM 6 Human resource strategy has an insufficient input-influence on
this organisation’s general strategy

SHRM 7 This organisation matches the characteristics of managers to the
strategic plan of the organisation

SHRM 8 This organisation identifies managerial characteristics necessary
to run the firm in the long term

SHRM 9 This organisation modifies the compensation systems to
encourage managers to achieve long term strategic objectives

SHRM 10  This organisation changes staffing patterns to help implement
business or corporate strategies

SHRM 11  This organisation evaluates key personnel based on their
potential for carrying out strategic goals

SHRM 12 Job analyses are based on what the job may entail in the future

SHRM 13  Development programs are designed to support strategic changes
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Clinical Governance: Complexities and
Promises

Rick ledema, Jeffrey Braithwaite, Christine Jorm, Peter Nugus and
Anna Whelan

Introduction

This chapter considers the scope of clinical governance by tracing its
origins to the National Health Service in the United Kingdom, and by
outlining its heterogeneous impacts on health sector employment rela-
tions in Australia. The concept of clinical governance originated in the
United Kingdom (UK) in 1997 in The New NHS report, which describes
it as an instrument that aims ‘to assure and improve clinical standards
at the local level’ (Gray, 2004; UK Department of Health, 1997). Its
formal definition is often derived from a later article:

... a framework through which NHS organizations are accountable
for continually improving the quality of their services and safe-
guarding high standards of care by creating an environment in
which excellence in clinical care will flourish (Donaldson and Gray,
1998, p. S38)

Classed by several commentators as an extension of the New Public
Management discourse that had begun to reconfigure UK public admin-
istration in the 1980s (Dent, 1998; Flynn, 2002; Walsh, 1995), clinical
governance served as a rallying cry in the UK for those who felt that the
prevailing ‘cost containment’ philosophy was narrow in conception
and counter-productive in execution (Nicholls et al., 2000), and that
emphasis needed to shift towards a mode of control of clinical work
that was more effective than existing controls. Some commentators
(like Dent and Flynn) have linked the concern with clinical governance
to the somewhat more sinister sounding notion of ‘governmentality’
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(Brown and Crawford, 2003; Foucault, 1976) as a means of connecting
recent policy developments with emergent, more dispersed and more
far-reaching kinds of state control (Deleuze, 1995)! that aim to act on
clinicians’ ‘soul’ (Iedema, 2003; Rose, 1999). We return to this critical
analysis later.

As in the UK, the initial intent of health sector reform in Australia
in the 1980s was to promote methods whose main concern was re-
source usage measured through ‘output-oriented and financially-driven
approaches to service funding and management’ (Degeling et al.,
2000). Around the same time, traditional approaches to risk manage-
ment were found wanting for containing the problems and errors that
we have now come to recognize as (latently) inherent in healthcare
systems and practices. More recently, UK, USA and local reports have
begun to call expert clinical autonomy in health into question follow-
ing revelations about sub-standard clinical work (Douglas, 2002;
Kennedy, 2001; Kohn et al., 1999; Runciman and Moller, 2001; Vecchi,
2003; Walker, 2004b; Wilson et al., 1999; Wilson et al., 1995). The
concern with quality of care that these enquiries and reports produced
meant that cost containment and risk management approaches have
begun to be revised and complemented by ‘more integrated, evidence-
based and outcome-focused approaches to clinical service provision’
(Degeling et al., 2000).

In Australia, the Harvard Medical Malpractice Study (Brennan et al.,
1991) and the Quality in Australian Healthcare Study (Wilson et al.,
1995)? are often cited as having provided impetus and legitimacy for
policy makers and health managers to start asking questions about the
efficacy of technical approaches to re-structuring healthcare (Blandford
and Smythe, 2002). Using clinical governance as their conceptual
means, policy makers and health managers started targeting those
dimensions of the clinical work that were previously considered to be
too expert-dependent, personal and ephemeral to be susceptible to
targeted management, monitoring and intervention (Donabedian,
1981; Flynn, 2002). Through clinical governance, those working in
health policy and health management aimed to integrate and co-
configure earlier quality and safety practices that had remained frag-
mented, local and at times idiosyncratic, such as medical auditing,
constructing clinical guidelines, devising and applying performance
indicators, engaging consumers and practising evidence-based medi-
cine. These concerns were locally consolidated with the establishment
of The Australian Council for Quality and Safety in Health Care
(‘ACQSHC’) and the National Institute of Clinical Studies (‘NICS’)
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following the Australian Health Ministers’ meeting in 2000, creating
new ‘cross-boundary’ sites where the struggle over the control of
healthcare work was to be waged.

Clinical governance as a guiding concept has sometimes taken a back
seat in recent discussions and documents compared to notions like
quality and safety, but the spirit of radical change that informed origi-
nal calls for clinical governance certainly appears to live on in these
more recent directions and initiatives. In attempting to tease out some
of these complexities, this chapter will consider how ‘clinical gover-
nance’ enabled policy makers, health managers and clinicians to rally
around concerns that had previously been considered the exclusive
domain of autonomous expert medical professionals. The chapter sets
out the variety of associated initiatives and concerns that are captured
under the rubric of clinical governance to address perceived healthcare
shortcomings. We note that, given this multiplicity of initiatives and
concerns, it is not surprising that some see clinical governance as
collaborative improvement and as a new work method (Gray, 2004),
and that for others, clinical governance embodies a formal structural
arrangement that seeks inspectorial oversight in order to institute
audits of clinicians’ work (Charlton, 2001; Roland et al., 2001). In
Australia, these tensions are evident from the ways that the concept is
deployed in the policy, professional and academic literatures and from
the ways that specific initiatives embody a mix of orientations and
understandings. The chapter finishes with an analysis of recent devel-
opments in New South Wales and of how a recent enquiry there into
healthcare practices is providing momentum towards strengthening
healthcare-funder monitoring of and prosecutorial power over clini-
cians; in short, a momentum towards the ‘inspectorialization’ of
healthcare funder-provider relationships.

Clinical governance: Genealogy and scope

As noted above, the idea of clinical governance is a British one, and it
is therefore appropriate to examine the term’s historical antecedents in
the National Health Service (NHS). In doing so, we can discern many
themes which, drawn together, highlight the evolution of thinking
leading to clinical governance as a set of management principles
and ideals (Braithwaite, 1999; Braithwaite et al., 2004; Braithwaite and
Westbrook, 2004).

Following a number of related reports (for example, The ‘Cogwheel’
reports, 1967/72/74), the Griffiths enquiry in 1983 was influential in
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concentrating the attention of policy makers on devising strategies,
resource management initiatives and clinical directorates that were
decidedly managerialist in orientation (Griffiths Report, 1983). The
Griffiths Report argued that general local management was the way
forward for the NHS. By improving management at the area and
hospital level (intended to replace the tripartite, consensus team-
management system of a director of medical services, director of
nursing services and director of administrative services), it was envis-
aged that earlier problems of policy implementation and adherence
would be remedied. Yet, the local NHS agencies, ‘each with accumu-
lated culture, history and tradition, and unique demographic and epi-
demiological characteristics’ could not be forced to yield ‘to a central
political will. The dilemma is at the heart of central-local relations in
the health service’ (Stoten, 1985, p. 235). Even the centralization-
decentralization debate itself that occupied NHS policy makers played
itself out against a backdrop of local practitioner indifference.

On the other hand, there were remarkable levels of innovation and
willingness to embrace local initiatives. Thus it became evident that
the key political force was not exhortation by central policymakers, but
immediacy and relevance of stakeholder concerns and interests, even if
these were not infrequently dominated by clinical interests rooted in
clinical status, technology and professional values. The partisan and
powerful nature of local concerns was recognized by Packwood et al.
(1991), who scrutinized and evaluated the resource management initia-
tive within the NHS between 1986 and 1991. This initiative was con-
cerned to provide clinicians and managers in six hospitals with more
effective tools to manage resources under their control. There were four
aspects to this resource management initiative: strategies to improve
quality of care; the involvement of clinicians in operational manage-
ment; better provision of information to improve the use of resources;
and improved control of resources through better resource manage-
ment and allocation. Packwood et al. (1991) argued that in this context
the emergence of clinical directorates as the means to realize the initia-
tive was both logical and functional: the entry of clinicians into
resource management necessitated some form of organizational struc-
ture that could facilitate this new clinician-management engagement,
while at the same time ensuring local concerns gained a channel for
their articulation.

In describing the tensions that these new arrangements nevertheless
caused, Packwood et al. (1991) commented on the intention to ‘subor-
dinate ... clinical freedom through tighter control of costs and activi-
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ties and the imposition of a managerial hierarchy’ (Packwood et al.,
1991, p. 160). This problem was seen to centre on the importance
attributed by clinicians to their clinical autonomy, and their rejection
of budget-oriented control. One important issue that emerged was that
while the head of a clinical directorate could be charged with being
accountable for the performance of the directorate by upper manage-
ment, the directorate’s clinicians did not necessarily feel they needed
to share that burden of accountability, creating a disjunction between
how the work was done (local concerns) and how it was managed
(central concerns).

Before the introduction of the clinical directorate, clinicians were of
course never entirely disengaged from the management of the hospi-
tals in which they worked. Clinicians traditionally occupied positions
from which they have lobbied hospital managers and board members,
negotiated their positions, sought and acquired resources, advocated
their view to management, encouraged or discouraged other organiza-
tional players and generally exerted influence. These kinds of engage-
ment are very different, however, from the ones promoted in the UK
government reports cited earlier, according to which clinicians should
be encouraged to take up formal management positions within the
hospital hierarchy through their participation in clinical directorates,
and adopt strategies for managing resources, people, processes and out-
comes. The clinical directorate, then, became the principal site and
focus of struggles between formal and traditional approaches to man-
agement on the one hand, and clinical approaches to and expectations
of management on the other.

Until the end of the 1980s there were multiple skirmishes between
stakeholders trying to settle the question about the extent to which
clinicians should be managed or incorporated into management
(Braithwaite, 1999). This culminated in a shift during the 1990s both in
the UK and in Australia in recognition of the problem that traditional
ways of managing budgets, controlling processes, targeting risks and
maintaining quality and safety failed to translate public expectations
about standards of care into acceptable clinical practices, let alone
improvements. But while the impetus towards new ways of involving
clinicians in management was given legal proportions in the UK follow-
ing local enquiries, it was yet to remain rather more discursive and
voluntary in Australia.

Dove-tailing with the commercial sector and its concern with ‘corpo-
rate governance’ (Daily et al., 2003), then, the vacuum between clinical
management and organizational management attracted not only a
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range of new technical and structural mechanisms (TQM, clinical
directorates, information technologies), but now also ideas targeting
the moral-ethical dimensions of how healthcare is organized, and fore-
grounding the outcomes for patient that healthcare organizations are
able to ‘produce’. This shift from a traditionally managerial to a techni-
cal-moral framework for encapsulating healthcare reform was particu-
larly evident from the kinds of questions that began to be asked. Thus,
previously favoured methods and approaches for framing healthcare
reform came to be called into question, including:

— the efficacy of Casemix budget management approaches aiming to
cap budgets;

— the effects of internal market approaches favouring contracting
among clinical directorates as independent budget units;

— the effectiveness of risk management as an occasional and manage-
ment-centred assessment of and response to extant risk;

— the success of resource management approaches seeking to enrol
clinicians into management to tighten links between clinical and
resource dimensions of care;

— the consequences of organizational restructuring into clinical direc-
torates and matrix structures for the quality and safety dimensions
of care;

— the implications of the emergence of a non-delegable duty of care of
an organization to its patients;

— the impact of changing societal perspectives of and expectations
about professional work; and

— the influence of rising levels of medical-clinical indemnity insurance
and pay-outs.

In response to these questions, new managerial, scientific and policy
endeavours emerged to bolster the clinical-managerial relationship in
healthcare (Dent, 1998; Dent and Whitehead, 2002). Bypassing tradi-
tional vocabularies, this relationship is recast as being constituted
in ‘governance’. The term’s current popularity may derive from the fact
that ‘governance’ was first used in medieval-religious contexts (in
the 14" Century) to denote personal and communal standards and
methods of discipline, predating the arrival of ‘government’ and ‘man-
agement’ (both 16" Century) by more than a century (Weekley, 1967).
This etymology serves to not only highlight the pre-nation-state and
pre-bureaucratic connotations inherent in ‘governance’, but also lend
force to its claim of harbouring a radically new amalgam of moral-
disciplinary meanings.
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Two discursive positions on clinical governance: Inspection and
collaboration

This enhanced emphasis on the disciplinary and moral dimensions of
healthcare relationships is more than evident from the current health
policy and health management discourses. Thus, on the one hand,
emphasis is placed on disciplinary devices that afford inspection: data
generation, gathering and storage; data analysis including variance
review and comparative performance monitoring and accreditation;
more extensive and informated modes of personnel and organizational
performance management; integration of clinical work data with re-
source expenditure data; targeted guideline and protocol production and
dissemination, and increasing inter-weaving of global research evidence
into everyday practice. On the other hand, we read about moralizing
devices through which to enhance collaboration: open disclosure, no
blame, just culture, leadership, quality and safety, teams, collaboratives,
consumer involvement and patient centredness.

Figure 12.1, below captures these two categories of concepts that we
regard to be associated with clinical governance. The dotted circles
towards the left in Figure 12.1, contain concepts whose emphasis is on
collaboration; the thick-lined circles towards the right contain concepts
that are inspectorial in orientation.

Streamline,
standardize
work processes,

/" Reconfiguring
clinical culture  /

Data and
information

L disciplinary
.. teams

Performance
management

Leadership 4__ Clinical
Governance

Accreditation;
credentialling

Patient-
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safet
honest Critical incident Y

reporting, RCA

Figure 12.1 Collaborative and inspectorial concepts associated with clinical
governance
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As Figure 12.1, underscores, clinical governance embodies a dual strat-
egy: it aims to make clinicians more visible by inviting them to be team
members, leaders, practice improvers and collaborators, while, at the
same time, it aims to make their presence visible and calculable by
casting it into numerical, statistical and other technical meta-discourses
(Iedema, 2003).

This dual strategy of encouraging organizational-managerial partici-
pation by clinicians and of requiring documentary transparency into
their work notwithstanding, it would be unwise to invest too much
confidence in the ability of this strategy to bring about change
(Charlton, 2001). The inevitable distance that separates the represen-
tations and discourses that are taken to realize clinical governance
from the conducts that constitute everyday clinical work clearly pro-
duces an enhanced opportunity for front-line clinicians to ‘game’ not
just their documentation but also their participation (ledema and
Degeling, 2001). Before exploring the implications of this duality
further, let us consider each of the five collaborative concepts and the
six inspectorial concepts in somewhat greater detail.

Clinical governance as a collaborative mechanism

First, the rising number of references to reconfiguring clinical culture(s)
appear to mark a concern to widen the sphere of organizational, man-
agerial and policy influence and involvement from bureaucratic
administration to encompass the way professionals enact (inter)per-
sonal relationships and perform their self-identity. This is also evident
from the fact that ‘culture’ is becoming gradually accepted as a descrip-
tor for ‘how things are done around here’ to provide contrast with
‘how things are done over there’ (Braithwaite ef al., in press). Inherent
in the term ‘culture’ therefore is the intent to objectify and relativize
the practices and identities of groups of practitioners for those practi-
tioners themselves, as if to afford and encourage a new modality of
reflexivity through new and more personalized relationships at work.
Obijectifying and relativizing the ways of doing, being and saying dis-
played by a group of people means putting limits on their ability to
regard who they are and what they do as natural, necessary and there-
fore unchangeable. As a descriptive concept, then, culture focuses
attention on how one group’s practices differ from those of others, on
how ‘aligned’ or collaborative they are (Senge, 1990), and on how their
professional sub-cultural identifications put limits on hospital reform
and the achievement of clinical governance (Degeling et al., 1998).
In that sense, the concept ‘clinical culture’ as it is now used in local
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health policy, health management and medical literatures seeks to
re-cast the clinical-professional and sub-cultural ‘stand-off’ that often
characterizes how professionals communicate and interact (Degeling et
al., 2003; Jorm and Kam, 2004) into not just a more reflexive idiom,
but also a more interpersonally cooperative and mutually supportive
one (ledema, 2003).

A second way in which the collaborative ethos behind clinical gover-
nance is advocated is by ‘celebrating’ teams (Firth-Cozens, 1998). Team
work is now lauded as the means par excellence through which to
obviate concentration of control of increasingly complex kinds of work
into single and often inaccessible points of bureaucratized managerial
authority. The arguments offered centre on teams affording communi-
cation, knowledge and learning surpassing the abilities of individual
practitioners (Bate, 2000; Bate and Robert, 2003; Shortell et al., 1994);
engendering mutually supportive and committed work relationships
(Borrill et al., 2000; Ducanis and Golin, 1979; Harris et al., 2002); and
offering immediate and flexible resolution of work problems in the
absence of interference from or delay by management (Firth-Cozens,
1998; Mickan and Rodger, 2000; US Institute of Medicine, 2001). The
political, moral and practical challenges that each of these ‘affordances’
presents however, remain more often than not backgrounded in both
the policy literature (for example, Western Australian Department
of Health, 2003) and the professional-academic literature (Mickan
and Rodger, 2000). In this regard, a particular obstacle remains the
divergence between management, medicine and nursing (Degeling
et al., 2003), rendering acceptance of multi-disciplinary team work a
considerable challenge.

A third focus of collaborative emphasis, leadership in health is being
credited with focusing professional ‘followers on the future to achieve
commitment to an agreed vision’ (Nicholls et al., 2000, p. 177). Com-
mentators draw not infrequently on the broader management litera-
ture to distinguish ‘transactional’ from ‘transformational’ kinds of
leadership (Spurgeon and Latham, 2003). Thus, transformational lead-
ership positions leaders as people who have visions that lead to
change, can empower people, are excellent communicators, inspire
trust in others, help individuals feel capable, have energy and are
action-oriented (Spurgeon and Latham, 2003, p. 56). The transforma-
tional dimension of leadership is what has been picked up in local
policy documentation, with special emphasis placed on leaders’ energy
and vision inspiring employees not merely to engage in continuous
improvement of their work, but to develop self-targeted programs of
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life-long learning and personal learning plans (Queensland Depart-
ment of Health, 2003). The intensity of personalization in how work
relationships are to be enacted is clear from the emphasis in this clini-
cal leadership literature on the ongoing reflexion on and re-invention
of self-identity.

Fourthly, the recent emphasis on patient-centredness targets collabo-
ration between clinicians by centring attention on their collaboration
with patients. Patient-centredness is not specific to clinical governance,
in that questions were raised many years ago about the acceptability of
clinical care practices for patients. This focus on patients’ concerns led
to the formation of the Medical Consumers Association in the 1970s
and the subsequent influence of the local consumer movement in the
1980s as a result of systematic government funding. Duckett comments
on the number of Australian government organizations that were set up
in the 1990s to provide a voice for consumers’ interests, such as the
Consumers Health Forum, the Victorian Health Issues Centre (Duckett,
2000, p. 231), and the Health Care Complaints Commission in New
South Wales. These developments have helped put on the educational,
research and policy agendas different facets of clinician-patient commu-
nication such as informed consent, family conferencing, guardianship,
appropriately negotiating bad news, and so on.

An example of how collaborative and inspectorial influences can be
in tension, however, is the way that patient-centredness is giving rise
to a technical enterprise focusing on the measurement and compari-
son of functional health status, patient satisfaction, health outcomes
and quality of life indicators. Here, the interpersonal dimension
of paying attention to patients’ needs (Benner, 1994) runs the risk of
becoming overshadowed by objectifying measurements with which
particular routines or efficiencies are legitimated. By the same token,
the inspectorial potential inherent in modern technologies can also
work to challenge routines and efficiencies, in that it is common now
for patients to seek out medical and health process and outcomes
information and request health organizations to provide it. The
complex outcomes of these trends is that several states in Australia
have health information web sites whose contents range from advice
about exercise and nutrition, details about what is likely to happen
when treated in an Emergency Department, to specific hospitals’ and
doctors’ waiting times and records of success. All this shows that
the actual scope and meaning of patient-centredness remains highly
contested (Armstrong, 1994). However, it is precisely the potential of
patient-centredness to augment professional-lay person involvement
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that renders it well-suited to join the panoply of conducts deemed to
realize the collaborative face of governance (Gray, 2004, p. 5).

Fifthly, clinical governance is associated with the call for open commu-
nication among clinicians as well as among clinicians and patients.
Such openness is contingent on an environment of mutual respect and
what has more recently been termed ‘just culture’ (Ruchlin et al., 2004).
Together with the potential displacement of legal responsibility for errors
from the individual clinician to the healthcare provider organization
(Blandford and Smythe, 2002), ‘just culture’ aims to ensure clinicians not
just can but will learn from their practices without fear of undue legal,
organizational or professional reprisal, and share information with
patients to enhance mutual understanding.

A related notion that has recently made entrance into the policy
literature to emphasize the moral and collaborative duality undergird-
ing professional conduct is ‘Open Disclosure’. Open Disclosure has
recently been developed by the Australian Council for Safety and
Quality in Health Care into a ‘national standard’ (Australian Council
for Safety and Quality in Health Care, 2004). In addition to inter-
professional sharing of both positive and negative data and informa-
tion, Open Disclosure encompasses openness with patients and their
families that is realized as informed consent, acknowledgement of
patients’ expectations and expressions of regret in the case of adverse
events (Safety and Quality Council, 2003). Unfortunately, in practice,
Open Disclosure raises as many questions as it answers; for example, at
work clinicians are instructed not to admit liability, while it is equally
the norm that patients should be notified of clinical events that affect
them but of which they would otherwise remain ignorant. Here, the
pragmatic or ‘profane’ imperatives driving hospital administration
and health bureaucracy potentially contravene the ‘sacred’ moral and
collaborative hortations underpinning Open Disclosure as ‘an initiative
aimed at enhancing communication at the point of care and, ulti-
mately, leading to safer healthcare’ (Australian Council for Safety and
Quality in Health Care, 2004).

Clinical governance as an inspectorial mechanism

In contrast to these five collaborative concepts, clinical governance has
also turned people’s attention to the need to reconfigure the nature of
the relationship between staff and the organization and infuse it
with higher levels of managerial monitoring and technical assessment
with the aim to facilitate and anchor disciplinary processes. It is here
that a new range of analytical mechanisms is drawn on to give effect to
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this inspectorialism. The solutions proposed include work process
standardization; data/information generation, access and review;
performance measurement and management; accreditation and cre-
dentialling; critical incident reporting and monitoring, root cause
analysis, and quality, safety and risk minimization. We will again
briefly elaborate on each of these.

First, work process standardization can be seen to occur at a number
of organizational levels. It occurs as an effect of medical research, of
course, particularly when specific kinds of treatments are subjected to
analytical scrutiny and procedural prescription or change. Already
mentioned above, initiatives by central and departmental bodies
cast aspects of practice in the form of guidelines and protocols that
are then disseminated and promoted (by Health Departments and the
Colleges).® The third kind of work process standardization is in
the actual workplace where teams negotiate about how to map, review
and improve the work they do (Iedema, 2003). Considered empirically,
Australian healthcare institutions manifest a multiplicity of approaches
ranging from general regularization and integration of service struc-
tures, to more targeted and therefore narrowly focused service and
treatment design. Generally however, healthcare organizations display
a relative absence of work process control (Degeling et al., 2000).
Degeling and colleagues’ research into the ‘organization of hospital
care and its effects’ showed that none of the three ‘high volume’ con-
ditions targeted in the seven participating hospitals were fully
subjected to work process standardization. This research was neverthe-
less able to point to a statistically relevant link between consumer satis-
faction, efficiency, effectiveness, and work process standardization
(Degeling et al., 2000, p. 90).

Secondly, the level of expectation invested in data/information gen-
eration, access and review is evident from the considerable resources
that are being allocated nationally to informating clinical work in a
number of ways (National Electronic Decision Support Taskforce, 2002;
National Health Information Management Advisory Council, 2001)
and to ‘health informatics’ more specifically. Increasing amounts
of resources are allocated to not only gathering state-wide data in
huge inventories, but also to digitizing clinical information processes,
including drug prescribing and test ordering (National Health In-
formation Management Advisory Council, 2001). Another develop-
ment concerns leveraging up the use of research evidence in the
execution of the everyday clinical work by means of computerized
systems provided as part of the Clinical Information Access Project or
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‘CIAP’ (Gosling et al., 2003). While sophisticated health informatics
models are being developed in Australia (Coiera, 2003), the actual
impacts of (introducing) these computerized forms of communication
access and information storage devices into existing healthcare systems
and organizations is only beginning to be researched (Westbrook et al.,
2004), which indicates that there is no clarity about their ability
to deliver on expectations as well as their actual impact on everyday
clinical work.

Thirdly, performance standards, performance measurement and per-
formance management are also increasingly on the agenda in the
health industry, in policy documentation, job contracts and position
advertisements, as well as everyday practice (Irvine, 1997). In addition,
and linking it to data and information generation and access (Corden
and Luxmoore, 2000), performance variation is now not only mea-
sured and compared globally, nationally, and at state level, but also at
the level of individual organizations, individual units and even indi-
vidual clinicians. As part of this latter development, the Institute
for Health Improvement has recommended that there be strengthened
monitoring of everyday practice, including regulation, incentives and
periodic examinations of doctors’ and nurses’ practices, including their
re-licencing (Irvine, 1999).

Fourthly, the above ties in with the enhanced role envisaged for
accreditation and credentialing of organizations as to how they reward
safe practices and identify and deal with sub-standard practices
(Australian Council for Safety and Quality in Health Care, 2000).
The Australian Council of Health Care Standards (ACHS) has, since the
1980s, focused on hospital institutions; the Quality Improvement
Council (QIC) that has been in charge of community and primary
care settings; the Home and Community Care (HACC) for HACC-
funded agencies, and Australian General Practice Accreditation Limited
(AGPAL) operating as part of the Royal Australian College of General
Practitioners (RACGP) for general practice accreditation.

The Australian Council of Health Care Standards (ACHS) has been
particularly active in the area of producing not merely static organi-
zational indicators and one-off surveys, but also self-assessment and
self-improvement programs consisting of standards, guidelines
and tools that target and set indicators for the details of the clinical
and managerial work. In that sense, ACHS accreditation aims to:

... guide organizations seeking accreditation through a four-year
program of self-assessment service, organization-wide survey and
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periodic review conducted by industry peers to meet ACHS
standards (Australian Council on Healthcare Standards, 2003).

Fifthly, as part of the effort to target quality, safety and risk mini-
mization, ACHS'’s organizational and practice improvement program
referred to as ‘EQuIP’ (Evaluation of Quality Improvement Program)
was first published in 1997 and a number of versions have since
appeared to refine and further develop its performance standards,
guidelines and tools. A program deployed Australia-wide, EQuIP har-
bours a framework for realizing quality healthcare services, tools to
monitor performance and achievements, periodic peer reviews, and
plans for continuous improvement, all of which are structured such
as to culminate in ACHS accreditation. At the heart of the ACHS
accreditation program and the indicator assessment system of EQuIP
is the desire to bring self-initiated work process improvement
and external control into the ambit of organizational accreditation
(The Australian Council on Healthcare Standards, 1996), in effect
constraining clinical autonomy. Equally, balancing data and informa-
tion generation and access with peer review and self-initiated change,
ACHS’s and EQuIP’s focus on organizational, team and individual
learning puts it at the forefront of approaches that attempt to give
precedence to peer collaboration as the means through which to
realize external inspection.

Sixthly, another technical-analytical strategy that has emerged as a
way of monitoring clinical practice and tightening clinical-managerial
relationships to ensure appropriate standards of quality is one that
is referred to as critical incident reporting (Runciman et al., 1993).
Critical incident reporting enables the review of problematic practices
by targeting adverse events whose outcomes do not incur legal proce-
dures, such as ‘near misses’. Integral to critical incident monitoring is
the delicate taxonomization of errors, separating human errors from
systems errors, and calibrating levels and degrees of seriousness of error
(Beckmann et al., 1996). In Australia, Runciman and colleagues have
forged ahead with formalizing the critical incident monitoring process
and with refining critical incident data analysis through the Adverse
Incident Monitoring Scheme (AIMS), a new version of which has
recently been released (the Advanced Incident Monitoring Scheme).

While the AIMS initiative is an important one, important questions
about the execution and implementation of critical incident reporting
remain. For example, it often remains unclear what exactly constitutes
a critical incident (Hoff et al., 2004) and how one is to be classified on
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the error intentionality scale (Runciman et al., 2000). There are also
pragmatic issues such as at what level of health administration should
incident reports be reported and analyzed. Significant from a monitor-
ing and assessment perspective is the fact that national level reports
summarizing critical incident occurrences may give a good overview
but tend to have limited practical relevance for clinicians. By contrast,
intermediate state level reports such as the ones produced by New
South Wales and Victoria about incidents that have a high Severity
Assessment Code (‘SAC’) may hold more promise.*

An important facet of this drive towards learning from errors is ‘root
cause analysis’ (‘RCA’). RCA is a mechanism for identifying systems
causes, underlying errors and adverse events, and it seeks to make
explicit all the actual, technical as well as human causes leading up to
an undesirable event. The application of this manufacturing-industrial
technique to healthcare work was pioneered by the US Veterans Health
Administration (‘VA’) and is now required by The US Joint Com-
mission of Accreditation of Healthcare organizations. In the VA
system, staff are obliged to participate in RCAs, but this is not the case
in Australia. On the other hand, questions have been raised about
across-the-board applications of RCA. Richard Smith, editor of the
British Medical Journal (Australian Broadcasting Corporation, 2004),
for example, recently critiqued the way RCA’s technical bias tends to
rule the experiential and emotional or ‘teleo-affective’ (Schatzki, 2002)
dimensions of making mistakes out of court. Smith argues that RCA
not only ignores the phenomenological impact of errors on clinicians,
but that the bureaucratic mechanisms targeting serious adverse or
sentinel events can also lead to time-consuming internal investiga-
tions, in addition to (as in New South Wales) external reviews, coronial
inquiries, and Health Care Complaints Commission scrutiny.

What the preceding overview bears out is that the policy, organiza-
tional and professional literatures are pluri-vocal not only about the
intent and purpose of clinical governance, but also about its modes
of implementation. The most obvious distinction lies between those
who emphasize that clinical governance constitutes the means for
tightening managerial-clinical accountability and discipline through
inspectorialism, and those who see the self-organizing facets of
clinical governance as central for achieving appropriate collaboration
(Flynn, 2002; Roland et al., 2001). In the section that follows, we
trace some recent developments in New South Wales as a way of
illustrating how specific events appear to (at the time of writing) be
pushing the balance in favour of increased inspectorialization, with
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clear consequences for the levels of control experienced by clinicians
over the substance and direction of their work.

The inspectorialization of clinical governance in New South Wales

Compared to the largely voluntary uptake and mostly pluri-vocal man-
ifestation of clinical governance that is evident in Australia, the uptake
and manifestation in the UK are rather more targeted and efficiency-
focused: ‘[tlhe approach of the UK government is heavily top-down,
with detailed processes and guidelines being determined at national
level’ (Roland et al., 2001, p. 196). For example, and paralleling the
hierarchic, surveillance-oriented intent of the NHS more broadly,
the approach taken by the UK Centre for Health Improvement (CHI)
monitors organizational and practice standards within a ‘performance
framework’ by doing reviews of services; engages in a ‘trouble-shooting
role’ in case sub-standard care is uncovered; and allocates assessments
to organizations that have considerable resource and oversight conse-
quences. The contradictions between this inspectorial oversight by
bodies such as CHI and the current emphasis across the NHS on team-
work, leadership and ‘bottom-up’ modernization (Firth-Cozens, 1998)
translate into tensions and confusions for clinical practitioners (Flynn,
2004).

A similar increase in external inspection of clinical practices may be
seen to have followed on from recent adverse clinical events in
Australia. Events at King Edward Memorial Hospital in Perth (Douglas,
2002) and at Camden and Campbelltown Hospitals in Sydney (Adrian,
2003; Walker, 2004b), in particular, have produced much media
scrutiny, political anxiety and legal activity. A recent information
paper issued by the NSW Health Department, titled ‘Providing the best
healthcare’, follows on from a series of investigations into and changes
to the ways that healthcare is being monitored in the state of New
South Wales. These include a Special Commission of Inquiry into
allegations of unacceptable mortality events at Campbelltown and
Camden Hospitals; an Inquiry by the Legislative Council into
inefficient health complaints handling by the Health Care Complaints
Commission (HCCC); and a Review of the Health Care Complaints Act
1993 by the Cabinet Office; as well as a review of the Medical Practice
Act to improve patient safety in cooperation with the NSW Medical
Board. Collectively, these developments, the recommendations coming
out of previous enquiries (Vecchi, 2003), the 2004 NSW Technical
Paper, and the Walker interim and final reports produced as part of the
Special Commission of Inquiry into Camden and Campbelltown



Rick ledema, Jeffrey Braithwaite, Christine Jorm, Peter Nugus and Anna Whelan 269

Hospitals appear to lay the ground work for a change of tune in how
healthcare work is monitored and managed.

Most recent among these, the Walker reports describe the HCCC's
handling of complaints as a ‘sorry situation’ and its misclassification of
cases as ‘indefensible’ (Walker, 2004b; Walker, 2004a). Challenging the
‘no blame’ rhetoric that came on the back of calls for ‘system improve-
ments’, Walker recommends that a more personalized targeting of sub-
standard performers is required, and that the Health Care Complaints
Act needs to be amended to institute HCCC’s enhanced powers accord-
ingly. NSW Parliament responded to these recommendations with
great speed, and introduced on 31 March 2004 the Health Care
Complaints Amendment (Special Commission of Inquiry) Bill 2004 (‘the
amending act’) which was passed by both houses while still awaiting
assent. One commentator notes that ‘[w]hile [the amendment] will cer-
tainly assist in achieving the purposes identified by Mr. Walker, there
are significant concerns that it may go too far in eliminating the rights
of practitioners’ (Wade, 2004).

For its part, the NSW Health Information Paper also turns up the
volume of inspectorialism by proposing the following institutional
changes. First, the role of the NSW Clinical Excellence Commission
(CEC), until recently carrying the somewhat less inquisitorial sounding
name Institute of Clinical Excellence (ICE), is to be expanded. Prev-
iously an agency charged with providing practice improvement train-
ing and initiating, among other things, ‘Breakthrough Collaboratives’,
CEC’s role is to extend to ‘assisting and supporting health services’,
‘advising on the development of clinical frameworks’ and ‘cooperating
with health services ... [on developing] best practice’, to include two
additional functions:

— to provide a system-wide monitoring and audit function. The
Commission will ensure an appropriate standard of quality and
safety is met across the health system, by regularly assessing all
health services on their performance in this area; and

— to provide an expert clinical support team to health services on an
‘as needed’ basis to assist individual health services with reviewing
and improving their own systems and practices where a need is
identified. (NSW Health Department, 2004).

The Clinical Excellence Commission’s ‘more active role’ will centre on
‘identifying, assessing and improving systemic shortcomings in patient
care practices’ (NSW Health Department, 2004), and ‘[ilmprovement of
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the system cannot possibly require removal of the possibility of disci-
plinary sanction for those who fall badly below the standards of
conduct’ (Walker, 2004a, p. 26). Second, the inspectorial reach of the
Health Care Complaints Commission is to be broadened, with a closer
and more complementary relationship between the CEC and the
HCCC. In a more recent ‘technical paper’ following The Enquiry’s final
report (Walker, 2004b), the new HCCC role is framed in still much
sterner terms. This document envisages that the HCCC will ‘undertake
a preliminary inquiry on each complaint’, ‘investigate complaints with
a view to prosecution before the relevant health professional discipli-
nary tribunal’, and ‘maintain a watchdog role’ (New South Wales
Health Department, 2004).

What the effects of this inspectorialization will be on practitioner
relationships and on practitioner-management relationships is highly
uncertain at this point. Moreover, what the implications will be for ini-
tiatives that were mounted on a more collaborative basis to improving
healthcare practices, such as the Australian Council of Health Care
Standards’ EQuIP and clinician-surveyor framework, also remains uncer-
tain. Anecdotally, we know that the recent inquiries have led to higher
levels of defensiveness, suspicion and even complaints and mutual
charges among clinical staff. This tentatively suggests that inspectorial-
ization runs the risk of creating ‘on-the-ground’ responses that are the
obverse of the transparency and accountability that policy makers and
managers seek to achieve, in effect exacerbating rather than mitigating
the stale-mate that prevails among the various professional sub-cultures
in health.

Conclusion

This chapter has provided an outline of the historical genesis of clin-
ical governance and of its main components and their uptake in
Australia. The chapter emphasized that the discourses around clinical
governance are largely of two kinds: one collaborative and oriented
towards self-management; the other inspectorial and disciplinary.
Both these interpretations of clinical governance were further
specified in terms of the concepts and initiatives that can be seen to
realize collaboration and inspection. The chapter concluded with a
discussion of some recent (in 2004) developments in New South
Wales and pointed to what appears to be a strengthening of inspecto-
rial powers and a tightening of clinical-legal requirements bearing on
clinicians.
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Overall, this chapter concludes on an uncertain note. It is not
clear how the trend outlined will contribute to balancing the clinical
governance profile of current healthcare provision and monitoring,
given this is desirable (Timmermans and Berg, 2003). Our argument
has been that the preferred road map would be to enable and allow
clinical practitioners to define and refine discourses that make sense
to them and that they see as useful for recording, reporting and
reviewing their own work. We acknowledge that such collaborative
and local production and review of data are contingent on two
things. First, this depends upon clinicians being willing to negotiate
the broad outlines and sequencings of their care with each other,
and dialogue with others working elsewhere doing related kinds
of service work. While clinical-medical research has always been part
of such inter-organizational, national and international dialogues,
its concerns have generally not spanned more than one discipline or
specialty, have not focused on multi-disciplinary service aspects, and
have not taken into account the overall effects and errors inherent
in established clinical-medical practices in ways promoted under
clinical governance.

Secondly, collaboration is contingent upon politicians, policymakers
and management trusting and being able to work with the variability
of locally produced discourses specific to practitioners’ modes of care.
If, as envisaged in the previous paragraph, the relationships among
clinical professionals become more dialogic and more oriented towards
mapping, reviewing and reconfiguring their work, then the relation-
ships between these professionals and other stakeholders are clearly
not going to be left unaffected. On the contrary, the very enactment of
multi-disciplinary dialogue puts into play discourses that are radically
different from the numerically-oriented reports that currently form the
mainstay of managerial decision making. If we acknowledge the vari-
able success of formalized and top-down kinds of performance man-
agement, monitoring and reporting (Townley et al., 2003), and if we
agree that more flexible conceptions and enactments of work are there-
fore both inevitable and more desirable, we must also accept that real-
izing a more dialogic mode of working cannot occur without loosening
the dependence of managerial decision making on formal, abstract and
distanced data. Inevitably, then, politicians, policymakers and man-
agers will have to reconstitute themselves around discourses that are
less oriented to their own statistical measurement preferences and
more to clinical diagnostics and dialogical sensemaking (Iledema et al.,
2005a).
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Our work has begun to delve into some of these complexities and
possibilities. For instance, we have described how hard it is for clini-
cian-managers to sit astride multiple stakeholders’ ways of framing the
problems and yet shape solutions and outcomes (ledema et al., 2004).
Analysis of clinician-managerial roles and conducts shows how multi-
vocal and pluralist are the professions, and how challenging it is to
manage care processes and sub-cultural compositions (Braithwaite and
Westbrook, 2004; Braithwaite and Westbrook, in press). Admittedly,
too, we have speculated about the limits that appear to be inherent
in the organization of healthcare work with regard to the potential
to develop cross-professional ‘heedfulness’ (Iedema et al., 2005b; Weick
and Roberts, 1993).

On a more constructive front, and in recognition of the importance
of both the collaborative and inspectorial aspects of health organiza-
tional change, we have begun to trial new modes of cross-disciplinary
participation in the healthcare workplace, encouraging professionals to
speak about their work to peers as well as others who play a role in the
systems of care that they are part of in ways that make explicit and
make it possible to (re)design those systems of care (Iledema, 2003).
This methodology seeks to enhance cross-disciplinary participation by
eliciting locally meaningful discourse or ‘knowledging’ from clinicians
who are part to the work (ledema et al., 2005a). While satisfying the
requirement to monitor clinical practice, this ‘knowledging’ answers in
the first place the need for staff to enact self-(in)forming kinds of rela-
tionships and practices, unencumbered by agendas that divert from
improving patient care. All in all, our present program of research aims
to assess the complexities of clinical practice and the extent to which
its re-organization might afford clinical governance in any of the
senses explored in this chapter.

We acknowledge that the challenges to realizing the different facets
of clinical governance remain considerable. To achieve a more dialogic
relationship between clinicians and an accepting attitude on the part
of management towards the effects and products of locally-devised dia-
logues, we need to change not merely clinical and managerial cultures,
but also bureaucratic, political and public mindsets with regard to what
are acceptable care decisions and what constitutes reasonable health-
care for the resources available. While the time may appear to be ripe,
in the minds of some, for greater emphasis on legal powers to prose-
cute erring clinicians, we run the risk of forgetting about not just the
centrality of current systems of care but also about the tacit and
embodied knowledges that buttress what individuals are ultimately
able to do.
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We also forget at our peril that for all the cross-cutting emphases
on inspection, collaboration, empowerment, culture, data, perfor-
mance, incident reporting and all the other ideas and approaches
captured under the banner of ‘clinical governance’ and often hived
off into distant committees (Degeling et al., 2004), what patients
want in the end are well organized services, provided by skilled pro-
fessionals linked together for common purpose, delivered with care
and compassion. Now if clinical governance can help that quest, it is
a cause worth taking up to realize a health system of which we can
all be proud.

Notes

1 Deleuze notes the transition in modern industrialized states from what
Foucault called disciplinary society (enacted through identifiable, discrete
institutions) towards control dispersed and spread across social-institutional
life: ‘We’re in the midst of a general breakdown of all sites of confinement —
prisons, hospitals, factories, schools, the family ... Control societies are
taking over from disciplinary societies. “Control” is the name [with which]
to characterize the new monster [of] free-floating controls that are taking
over from the old disciplines at work within the time scales of closed
systems’ (Deleuze 1995: 178).

2 The Wilson study argued that 16.6 per cent of admissions was associated
with adverse events (of which 8.3 per cent were judged to be preventable).
The Runciman and Moller report (2001) put the adverse event rate some-
what lower, at 10 per cent.

3 The way in which dissemination and promotion are done, however, is
much less consonant with the principles of clinical governance than
might be expected. For example, the NSW Department of Health has
recently added a Guidelines section to its widely used ‘Clinical Infor-
mation Access Program’ information portal (CIAP). While stress has been
placed on the need to assess guidelines using an appraisal methodology
(such as that of the ‘AGREE collaboration’), more than four hundred
guidelines have been placed on the site without rating or assessment
being performed.

4 For its part, New South Wales is currently planning to implement
Runciman’s AIMS as part of a state-wide computerized incident monitoz-
ing system. These efforts notwithstanding, there is little research evidence
to support the view that centralized collection will positively affect the
impact of critical incident reporting. While collating incident report data
at levels above the hospital unit may serve to remove identifiability and
mitigate the likelihood of confrontation, this practice also down-grades
the usefulness of such data for clinicians working in specific sites.
Centralized kinds of reporting about equipment failures and technical
complications may be beneficial, but since most critical incidents relate to
communication, local rather than distal modes of collection and analysis
would seem more appropriate within the framework of clinical gover-
nance. Not surprisingly, the focus and level of this kind of monitoring
remain highly contested issues.
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E-health Services: Is the Future of
Australia’s Health Service Work in
Offshore Outsourcing?

Jan Sinclair-Jones

Introduction

This chapter outlines findings from interviews conducted between
1999 and 2004 with the chief executive officers (CEOs) and directors of
operations of offshore outsourcing organizations supplying health
sector related work in Bangalore, India. These case studies consider
established instances of relocation of health sector related work from
the USA to India and are considered in the context of two associated
developments: the shift towards introduction, or increased levels,
of outsourcing of health sector service work in the United States of
America (USA) and their relocation internationally, in the form of tele-
mediated work.! The chapter attempts to identify some of the connec-
tions between the trends to commodification and outsourcing and
offshoring of health sector services which are becoming increasingly
well established in the USA and in doing so raises issues of relevance to
similar areas of the health sector workforce in Australia.?

As Young (2000) notes, the reasons why organizations choose to out-
source productive and business functions are various and complex and
range across a spectrum from basic cost-cutting to the nuances of labour
market flexibility. The outcomes are such, however, that in its annual
review of Australia’s top 500 public companies, Business Review Weekly
(Thomson, 2004) identified the ‘impressive result’ in profits posted in
the first half of 2004 as less a result of increased revenues than of cost-
cutting in relation to labour costs and costs of supplies and went on to
identify outsourcing of ‘non-core but important’ functions as the most
popular model in achieving such cuts.

279
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This trend towards outsourcing is significant on a global scale. The
benefits to capital of ‘flexible production’ were powerfully identified in
the secondary sector throughout the 1980s and 1990s as a strong con-
nection was established between: the industrial ability to downsize,
relocate, outsource, streamline (just in time) production; the breathtak-
ing advances of micro-electronics and communications technologies;
and the deregulation and expansion of the global economy (Harvey,
1990; James, Veit and Wright, 1997; Felstead and Jewson, 1999). As
industrial corporations became familiar with the dynamic capacities of
seemingly exponential change in communications technologies they
identified and applied this potential to achieving the same benefits in
the other parts of their organizations, or in other economic sectors.
Throughout the 1980s and 1990s in Britain, the USA, Australia and
elsewhere, populist arguments for the reduction of ‘big government’ as
well as increased pressure towards the privatization of the public sector
contributed towards growing attractiveness of outsourcing as a solution
to ‘burgeoning’ costs in the public sector (see Leys, 2001). The trend
towards outsourcing, as well as privatization of tertiary sector public
activities, occurred within a context of both an ideological acceptance
of these strategies as rational solutions to cost curtailment, and massive
growth in technological capacity.

This discussion provides some illustrations of the ways in which the
initial outsourcing of particular services in the USA’s health sector has
been facilitated by advances in information and communications tech-
nologies (ICTs) and, more particularly, how these changes have enabled
the partial offshoring of some of these forms of work. The case studies
relate to medical transcription, medical coding and bill processing, as well
as the high-end service of radiological consultation and interpretation.
Whilst, with the exception of radiology, these kinds of services are not
exactly replicated in the Australia health sector, there are similarities to
forms of Australian health sector work and health insurance organization
that make them relevant in a discussion of the impact of outsourcing
upon future patterns of work in the sector. There has been some exami-
nation of the impact of outsourcing upon some sections of the Australian
health sector workforce and workplace change (see for example, Young,
2002), but outsourcing of business processes in the health sector is such a
recent Australian phenomenon that little, if any, research has been con-
ducted to date. This is then, a cautionary tale which illustrates potential
developments in Australia and identifies the necessity for vigilance and
research by those interested in the structure of the Australian health
sector workforce.
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The Indian IT industry

The ways in which ICT developments have enabled relocation of
service sector work, (particularly call centre work) across the globe are
widely recognized. Governments and politicians in the USA, Britain
and Australia, are now confronted with popular and trade union con-
cerns about the relocation of call centre and other Information
Technology (IT) services.?

Throughout the 1990s India became recognized as the prime source
of highly skilled IT specialist labour. In the initial stages this was
mostly in the form of Indian software engineers hired by American and
European companies as visiting workers (body shopping) (see Lohr,
2004); subsequently transnational corporations and Indian companies,
such as Wipro and Infosys, invested in establishing facilities in the
sub-continent itself (Patibandla and Petersen, 2002). Whilst software
and software services exports are still the prime IT export earner of
the Indian economy, job growth has occurred in associated areas,
particularly in the IT enabled services-business process outsourcing
(ITES-BPO) industry.* Commentators have recently begun to identify
health services as an area of strong growth in Indian ITES-BPO services
(NASSCOM, 2004c; Singh, 2003; Subramanyan, 2003a).

The medical transcription industry

In the late 1990s, medical transcription drew attention as the prime
potential area of growth in BPO health services. Medical transcription
is the process of transcribing medical records and details of every
patient encounter with a doctor. With the application of word pro-
cessing technology these records are converted by the medical tran-
scriptionist into digital format and become part of a patient’s medical
record (see the Bureau of Labor Statistics (BLS, 2004d) for a more
detailed account of this form of work). The medical transcription
industry is a significant industry in the USA - reportedly worth about
$15 billion per annum (Risen, 2004, p. 10). Estimates of employment
vary, but the BLS (2004a; b) estimates around 100,800 transcription-
ists with a predicted growth rate between 2002-12 of about 22 per
cent. In part, the growth in demand for medical transcription in
the USA has been driven by the insurance industry as it has sought to
reduce the incidence of inaccurate or fraudulent litigation. Employ-
ment arrangements in the medical transcription industry are varied
(in-house and home-based employees, subcontractors, self employed
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and independent contractors), but it is marked by a significant degree
of outsourcing to both small and large service providers (BLS, 2004a;
HayGroup, 1999). Medical transcriptionists in the USA are generally
post-secondary trained and have frequently gained certification
through the American Association for Medical Transcription (AAMT).
However, certification is not an essential criterion for employment.

The extent to which medical transcription occurs as a standard form
of patient record keeping in Australia is unclear. Searches by the
author have failed to identify any reference to it as formal practice by
Australian hospitals or medical practices. Medical professionals do use
electronic technologies, such as micro-recorders, to record con-
sultations, diagnostic reports and referrals, for example, and these
generally seem to be transcribed by direct employees. However, one
informant in the case studies reported doing transcription for an
Australian hospital and there are Australian BPO provider websites
claiming to provide transcription services to Australian hospitals,
clinics, medical private practices and orthodontists (see for example,
Pacific Outsourcing Solutions and Syberscribe Pty Ltd.) Again, there is
a need for research into these services to establish the tendencies and
extent of such outsourcing in Australia.

Medical transcription in India

The examples of a few successful Indian medical transcription compa-
nies in the 1990s led to great anticipation amongst small Indian opera-
tors that opportunities to tap into the USA’s industry were limitless.
Although by the early 2000s many of these organizations had faltered
for a variety of quality and management-related issues, other compa-
nies moved from strength to strength. The success of companies such
as Healthscribe India, a subsidiary of the USA transcription provider
Healthscribe, has illustrated the ways in which offshore relocation can
be extraordinarily successtul.

Established as an outsource medical transcription service provider in
the USA in the early 1990s, Healthscribe took advantage of the new
IT capacity to digitize doctors’ recordings of patient encounters. This
digitization enabled electronic transfer of voice files with the result
that medical transcription could be performed at any distance from its
point of generation. Rather than being reliant on pools of labour in
large expensive cost of living cities, Healthscribe used this flexibility to
send the files to workers in a range of locations, thus taking advantage
of cheaper domestic regional labour sources. This capacity to shift work
regionally only briefly preceded its relocation offshore and in 1994 the
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organization established Healthscribe India in Bangalore, employing a
small number of university graduates, and using specially designed
training programmes trained them as transcriptionists (Sinclair-Jones,
2000).

Estimates of the number of medical transcriptionists employed by
BPO providers in India are loose, a 1999 study by McKinsey estimated
about 6000 workers (India Infoline, 2004), but one case study infor-
mant suggests that it would currently be at least 25,000. If we accept
the lower estimate, this represents about six per cent of the estimated
current levels of medical transcriptionists (100,800) employed in the
USA (see above). The strong predicted growth in the employment of
medical transcriptionists in the USA (22 per cent from 2002-12) sug-
gests that the establishment of offshore providers is not anticipated
to contribute to absolute job losses. However, the BLS (2004a) does
acknowledge that this job growth will be supplemented by offshore
provision.

Indian medical transcription providers cite a number of factors as
contributing to their success; for example, shortage of labour supply in
the USA, abundant highly skilled labour in India, time delay advan-
tages, cheaper infrastructure and so on. However, it is undoubtedly the
case that the prime advantage to medical transcription providers in
India is the wage differential between the Indian worker and their USA
counterparts — it is generally estimated to be a differential of about one
to eight.’> The extent to which this cost saving is passed back to the
customer varies—one informant stated that the rate in the USA is about
15 cents per line whilst work done from India is generally charged at
about six cents per line. Organizations with operations in both coun-
tries reportedly charge the higher rate for all the work regardless of the
location of the service provider. Nevertheless, even where Indian sup-
pliers charge the lowest rate, the significantly lower labour costs ensure
high rates of profit.

A more recent significant development in the relationship between
the USA health sector and its offshore provision is related to the
transcription process. Medical coding and billing is the next stage of
administration of insurance payments and healthcare organizations’
receipts.

Medical coding and billing

The particular pattern of health provision in the USA has given rise to
expansion in another form of health service administrative work — that
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of bill coding and processing. According to Singh (2003), profitability
across much of the USA healthcare sector has been severely troubled
over the past decade. In particular, the insurance industry reportedly
had only a two per cent average profit margin in 2002 and ‘profitability
of U.S. hospitals fell from 6.1 per cent six years ago to 2.8 per cent in
2002’ (Singh, 2003).

It is estimated that approximately 85 per cent of the population of
the USA has some form of medical insurance.® After treatment of an
insured patient the healthcare professional or hospital generally bills
the insurer directly. Until the early 1990s ‘insurance companies ...
reimbursed all expenses as detailed by doctors’ but the crisis of pro-
fitability saw the insurance companies tie payment directly to only
those procedures which could be accurately ‘verified by [standardised]
coding’ of both the diagnosis and treatment (Singh, 2003). In this way
insurance companies have developed the ability to ensure that bills
relate to appropriate forms of treatment and procedures for the diagno-
sis made, thus reducing the amount of disputation and apparent ‘fraud
due to overstating of expenses’ (Singh, 2003).

Large healthcare organizations and hospitals employ medical coders
and billers to maintain records and prepare accounts for distribution
to insurers and patients. It does seem that the new stringency associ-
ated with the coding, as well as with coding guidelines for the elec-
tronic transfer of patient records set out under the Health Insurance
Portability and Accountability Act (HIPAA) 1996 legislation,” has given
rise to an expansion of the need for medical coders and billers.® In
2002 USA employment in the entire category of medical records and
health information technicians was estimated to be about 123,000
with a predicted growth rate of about 52 per cent from 2002-12 (BLS,
2004c). Whilst accurate estimates of the size of the USA market for
such services are not available, some actors in the industry estimate it
to be at least $50 billion (Subramanyam, 2003a).

Since compulsory compliance with HIPAA guidelines in 2003, the
associated increased complexity seems to have become a strong mar-
keting advantage for outsourcing agencies (see for example, Doctor’s
shopper, 2004). Hospitals have tended to adopt a mixture of operating
systems over the years and HIPAA compliance has meant that manag-
ing information across these systems has become hugely complex
(Singh, 2003). The growing complexity has attracted many doctors
and hospitals to move towards reliance upon outsource providers to
complete this task, thus transforming an in-house administrative
procedure into a service commodity. Developments in Information
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Communications Technologies have facilitated the process of elec-
tronic transfer of coding sheets and patient records. In some cases the
outsource provider supplies the chain of services from transcription,
through coding to bill issuing, processing and receipting, in others the
coding and processing alone may be done. Once outsourced, the possi-
bility of the work being further relocated offshore is magnified.
Individual medical practices and hospital administrators may not have
the time, interest or expertise to directly seek out offshore outsource
providers, however, the benefits to domestic outsource providers in
establishing links with a further chain of production overseas can be
significant.

Labour supply issues in the USA may also be a significant compul-
sion to initial outsourcing. The high rates of predicted job growth
noted above suggest that demand for such workers is strong and turn-
over may be high. As with transcriptionists, training is post-secondary.
Most employers seek workers with American Health Information
Management Association (AHIMA) certification, but it is not manda-
tory (BLS, 2004d; Danni, 2004). One Indian supplier of these services
noted that:

... we’ve just started a group of 30 doctor practices in Mississippi.
...The only reason they’re coming to us, [via the USA based out-
sourcing agency]- not cost reduction-is because they are fed up with
trying to recruit people and the long recruitment process, training
and losing them. They’re just fed up with it. So they basically said.
‘You handle it, we don’t want to know anymore.” And it’s nothing
to do with cost reduction.

Outsourcing has not been a long standing phenomenon in the
Australian health insurance industry but is beginning to gain momen-
tum. In 1999 the IT&T infrastructure services of the Health Insurance
Commission (HIC) and the Department of Aged and Health Care were
jointly outsourced to IBM Global Services Australia (IBM GSA) for a
contract value of more than $350 million over five years with a pre-
dicted saving to the public purse of $54 million. One of the outcomes
was that Medibank Private Limited also negotiated an outsourcing
contract with IBM GSA for data processing services previously pro-
vided by the HIC. The announcement referred to ‘strict privacy, secu-
rity and confidentiality arrangements, including the application of
the Privacy Act’ and emphasised the government’s determination ‘to
use outsourcing to promote the growth and development of the
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Australian IT&T industries ...” (Department of Finance, 1999). In
recent years the Australian private health insurance industry has been
subject to strong criticism for its inefficiencies in terms of administra-
tion costs, outdated IT processes and over-reliance upon manual
claims processing (Cant, 2002; Industry Commission 1997; National
Office of the Information Economy, 2001 pp. 32-3). In September
2002 one of Australia’s medium sized private health insurance funds,
Grand United Friendly Society, announced a joint venture with a
South African business process and IT consulting and outsourcing
company. The media release announcing this new venture, Health-
Source Australia, declared that it had been established as a ‘complete
back office processing solution’ outsourcing organization to offer
‘...high-volume claim processing for multiple funds’ (HealthSource,
2002).° Given government pressures to improve efficiencies in order
to reduce costs and limit cost of premiums it is quite probable that
outsourcing will become a strong option in the industry.

Medical billing and coding in India

In the cases of two Indian organizations already established in this
business in Bangalore, both are providing services to USA outsourcing
agencies. In early 2004 each of these organizations’ involvement in
this process was very recent: one had been established 18 months
earlier specifically to access this sector of the USA market and the
other, a large medical service and hospital chain, expanded into
the field in late 2003. At least two other organizations in India have
been working in the area for at least eight years and a number of other
companies, including Healthscribe India, are expanding in to the field
(Singh, 2003; Subramanyam, 2003b).

In the first case the organization had been established to provide
transcription and coding services by an English businessman with
long-standing experience as CEO of a large Indian medical transcrip-
tion organization. For this businessman the recognition that bill
coding, and ultimately processing, generates a higher return than
transcription was critical: he stated that the organization earns four
to five times more an hour on coding than on transcribing. The
second organization is part of an existing Indian medical services and
hospital chain which has expanded into the coding and processing
arena. In early 2004 this organization was employing 40 coders and
processors but was planning expansion to 120-130 within the next
two months. A third organization, Healthscribe India, discussed
above, was planning to expand its operations into coding and billing
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in order to take advantage of offering an integrated service (see also,
Subramanyam, 2003a).

As with medical transcription, lower labour costs in India undoubt-
edly contribute to the profitability of medical coding and billing
suppliers in India: according to one informant, coders in India earn
around 288,000 rps (approx. US $7200) per annum compared to a
range of between $33,000 to $41,500 in the USA.!° However, the form
of remuneration for these services presents suppliers with wider oppor-
tunities for marketing their services to USA clients as well as expanding
profit margins.

One informant pointed out that where a supplier provides coding and
bill processing services their charges are frequently based upon a pro-
portion of receipts rather than on quantity of service provided: if
billings can be increased both the customer and supplier benefit. He
noted that coding and billing processes in many organizations are
poorly developed and inefficient and stated that for his organization,
which markets through an outsourcing agent in the USA, its major mar-
keting strength has been to convince healthcare organizations that they
can actually increase the amounts billed and received, thus ensuring
increases in revenue. Bill coding becomes a value adding service. Given
that insurance companies will only pay for procedures coded, this orga-
nization markets its services by offering a greater intensity of billing
than their competitors by ensuring that for every event of treatment the
full set of procedures are charged. For example, where a doctor omits to
record the use of necessary analgesia for a minor procedure the coding
company identifies the omission, follows up with the doctor and
ensures that it is billed. This informant noted the example of his com-
pany’s first client (a 300 bed hospital in the USA), that at the start of the
contract in 2003 had $14 million of un-coded billings which by early
2004 had been reduced to $1.7 million (that is, $12.3 million increase
in potential revenue). He saw this as the particularly significant advan-
tage of Indian outsource companies in that the sub-continent not only
has an abundance of highly skilled English speaking labour able to be
trained as coders, but it also has the edge on development of IT exper-
tise and procedures which can streamline these processes and overcome
the fragmented systems currently in operation. He went on to argue
that the IT expertise in India offers a huge potential for marrying
the ability to develop new creative processes with labour supply as a
particular combination of competitive advantage.

Another informant argued that in both the cases of transcription and
bill coding and processing, the actual costs relative to other areas of
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running costs, such as health professionals’ salaries, diagnostics and so
on, were not significant enough to drive individual administrators
to seek lower costs through outsourcing. However, given the trend
towards consolidation and concentration of ownership of hospitals
and healthcare providers, these line items begin to represent large
expenditures and are significant to draw the attention of chief financial
officers (CFOs) seeking to cut costs. In these cases, where an outsource
provider can pass on to the client part of the benefits of reduced costs
associated with offshoring, the reduction becomes significant and is a
marketing advantage.

This informant went on to suggest that, in the case of coding,
the benefits to clients were more than merely reduced service costs. He
pointed out that insurance companies take some time to pay - 30 to 60
to 90 days. For small healthcare organizations the issue of outstanding
billings relates predominantly to funds turnaround and cash flows but
in the large corporate healthcare organization outstanding billings
are significant in relation to overall profitability. Here, turnaround time
between transcription, coding and billing and receipting involves large
sums of money. The informant argued that by offshoring the coding
and processing the advantage of time difference between the USA and
India means that time between service and billing can be reduced,
especially if the processes are streamlined such that one company does
all three. By reducing this time, even by 24-hours, healthcare organiza-
tions can feasibly receive payments a day earlier — a day’s interest on
such sums of money are really significant in the eyes of a CFO.

A third informant acknowledged advantages of cheap labour supply
and time differences, but emphasized the benefits of work practice and
‘work ethic’ amongst Indian employees. He noted that in his organiza-
tion employees worked a six day week; were willing to work longer
hours when required in order to meet deadlines or uneven flows of
work; and were willing to work night shifts. He also identified the
advantage of his organization’s provision of both coding and bill pro-
cessing through to receipts. The informant argued that the processes in
his organization were set up in ways which ensured that outstanding
billings were monitored much more closely than in comparative orga-
nizations in the USA: as soon as a bill is outstanding, processing staff
in this organization phone the insurance company in the USA to
follow up the account. In this way, the turnaround time and receipt of
monies can be kept to a much tighter timeframe which is relevant in
terms of organizations with large accounts for whom delays in receipts
have a significant revenue implication.
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Thus, according to these service providers, whilst cost reduction is a
marketing edge, and the massive difference in labour costs makes the
investment in the service in India attractive to the organization provid-
ing the service, it is not the only driving force of shifting the work off-
shore. Increased revenues make the service attractive to the USA
outsourcing agent and their clients.

Teleradiology

The application of new ICTs to clinical medical and health services has
been far more contentious than in the arena of health information ser-
vices. Whilst there have been significant innovations in recent years in
the use of ICTs to develop telehealth services, particularly to remote
areas, there has been limited extension of such telemedicine services
into the commercial arena. Interestingly radiology services were some
of the first services to be outsourced to private providers as non core
services in some sectors of Australian hospital services in the 1990s,
however these services were still provided on-site (see Young, 2002).
Doctors have tended to vigorously resist the suggestion that competent
medical consultation and diagnosis can be performed at a distance
from the patient and have argued that on-line consultations are
fraught with problems.!! Nevertheless, developments in digital tech-
nologies have laid the foundations of possibility for the commercializa-
tion of some remote procedures. Teleradiology is perhaps the most
advanced of these. In large hospitals in particular, digital technologies
are increasingly the form in which radiological and ultrasound diag-
nostics are captured, interpreted, recorded and stored. In this way a
radiologist can be located in-house, or, as has become increasingly the
case in the USA, located in an outsourced radiology group practice.
The technology has enabled outsourcing to radiology groups as a
means of complementing hospital-based services. This occurs, for
example, in the case of small hospitals that do not require the full time
services of a radiologist. Similarly, large hospital emergency depart-
ments in the USA have moved towards employing radiology groups to
provide night services on call. Radiology group practices roster
members to be on call at night or weekends and each member has a
broadband connection at home from which they can read scans and
transmit reports. In some groups it became more efficient for one radi-
ologist in the group to be rostered on all night and cover a number of
hospitals and then take a day off. By the late 1990s, this more produc-
tive way of operating gave rise to the practice of ‘nighthawk delivery
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services’ in which some radiology groups specialize in specific night
and weekend services. In these practices it is common for individual
radiologists to be employed simply as night workers, usually working
seven nights on and then seven nights off, for a full-time salary.

Initially the distance between hospital and such service providers
grew only to take advantage of the time difference across the USA,
where, for example, a radiologist on the west coast could work a stag-
gered shift providing a service to hospitals on the east coast. This
development drew attention to the possibility of radiologists on the
other side of the world working during the day and providing night-
hawk services to hospitals in the USA. Sydney based Nighthawk
Radiology Services, established in 2001, is purported to be the first of
such organizations. Since then other services have been established in
at least Israel (Luce, Merchant and Roberts, 2003) and most recently,
Bangalore, India.

The structural limits to large-scale international relocation of such
operations are however, rather more complex than the relocation of
transcription, coding and bill processing. Companies providing the
latter from India have developed on site Health Insurance Portability
and Accountability Act (HIPAA) compliant training programmes for all
their operatives, but there are no issues of licensing and registration.
However, practice restrictions for doctors are far more stringent. In
order for a radiologist to be able to provide a service to a hospital or
radiology group in the USA they must have three levels of qualifi-
cation: first, they must be a registered radiologist in the USA; secondly,
they must be licensed by the state in which the hospital is located; and
thirdly, they must be credentialed by the hospital to which they are
providing the service. In effect, such restrictions ensure that only
doctors who have gained registration in the USA can work for such
services.

Teleradiology in India

In this case study, an Indian radiologist, trained in New Delhi then
specialized and worked at Yale. For family reasons he returned to live
in India and spent some time commuting between the USA and India
before deciding to settle permanently in Bangalore. In the process of
transferring from Yale and establishing his consultancy and practice at
a state of the art hospital in Bangalore this informant convinced col-
leagues at Yale to trial teleradiology. This involved the informant in
Bangalore providing readings, in parallel with a colleague at Yale — the
informant working during the day and his American colleague during
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the night. The trial, of 100 scans over a period of one month, found no
significant discrepancy between the interpretations, with a slightly
better turnaround time result for the specialist in India (Kalyanpur,
Weinberg, Neklesa, Brink and Forman, 2003). The informant has since
established his own successful nighthawk service (see Pollack, 2003). In
February 2004 he had one partner in Bangalore, and was looking for
another. They provide a service to about 30 hospitals in the USA,
reading about 100 scans a day with a turnaround time of less than
40 minutes.

This case of international emergency teleradiology differs from the
above examples of transcription and bill coding and processing in that
it has not been primarily established with the direct intention of com-
mercial expansion and extension of the market and service. Rather, the
personal interests of the individuals performing the work have drawn
this relocation. Indeed the radiologists involved must still carry the
extremely high costs of medical liability insurance in the USA. They
do, of course, gain some personal cost of living advantage from being
located in Bangalore and they do need to use this advantage in order to
market their services. The informant pointed out that he must charge
marginally less than USA-based radiology groups in order to draw the
business offshore. He argued that the real benefit to hospitals lies in
outsourcing generally as hospitals can ‘avoid a whole bunch of ancil-
lary payments — you know, social security, Medicare, health insurance,
pension, none of those things is there...".

The informant argued strongly that, as a medical service, the issues
of quality and risks of malpractice are so great that it is not viable for
such a service to expand into a large commercial operation.

There’s a huge malpractice risk, you know you're basically providing
a medical service, you mess up and you've got a lawsuit on your
hands a million dollar lawsuit is not a joke. There’s a different issue
if a transcribed report goes out half an hour late or has a little typo
in it — here a patient’s life is on the line and so this whole model of
scaling it up and making it into a 500 radiologist thing is just not
feasible, practical, or safe.

However, it does seem that some form of commercial emergency radi-
ology services is possible, even if rather smaller or more limited than
envisaged above. Nighthawk Radiology Services, the Sydney based
organization, currently lists 21 radiologists on its web page (Nighthawk
Radiology Services, 2004). In another example, Pollack (2003) outlines
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the case of an arrangement between Massachusetts General Hospital
and the Indian company Wipro Ltd in which 12 Indian based and
trained radiologists ‘receive scans electronically and provide interpreta-
tions to Wipro-employed licensed radiologists in the USA, who in turn
consult with the client radiologist’.}?> Given that USA radiologists earn
around $250,000 per annum and Wipro pays its Indian radiologists
between $30,000 and $100,000 per annum it is able to provide its ser-
vices for about half the cost of an organization operating wholly
within the USA.

The reasons for outsourcing of radiology services from the USA seem
to be strongly associated with labour supply at a time when demand
for its services are expanding both in quantity and temporally (see
Pollack, 2003). The informant identified a number of reasons for this
shortage in supply.

... one is that the technology has developed very fast, evolved very
fast so that the scanners have become much faster and more
efficient and so the same scan that it would take half an hour to do
in the past can now be done in less than three minutes ...so the
number of scans being done has gone up like this ... [he indicated
an exponential rise]. We estimate an increase of 40 per cent per year
over a three year period from 98 to 2000 so it’s huge. On top of that
the population in the USA is also getting older and people are
having more medical problems. People are having more scans than
they used to. The utilization has also increased because that’s one
thing about radiologists is we go around doing all this research
which shows we can diagnose this for you, we can diagnose that for
you. Next thing you know you are woken up three or four times a
night to make the same diagnosis, because two years ago it wasn’t
even happening, because you couldn’t do it with radiology.

Thus, the accelerated capacities of the technology have increased
the absolute number of scans for which the expensive machinery can
be used, advances in diagnostic medical science have increased the
number of scans required in any one diagnosis and the diagnostic pres-
sures of an ageing population have increased demand for radiology
services.

Conclusion

In each of these cases of offshore relocation of health sector work, the
relocation to date has been enabled by the establishment of a service
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in India that has been successfully marketed to customers in the USA.
In the cases of medical transcription and coding and billing services
from India the service is purchased by an intermediary (an established
transcription or billing agency). In the case of teleradiology, services
are supplied directly to the hospitals using the service. The consistent
factor in all of these cases is the increasing tendency of USA health-
care organizations to outsource these services. This capacity to out-
source has unequivocally been facilitated by ICT developments that
enable rapid transfer of information across any range of distance.

The imperatives to initial outsourcing are obviously complex. It does
seem that in the cases of medical transcription, and coding and billing,
the pressures from the health insurance industry and associated legisla-
tion, have increased the demand for such services at the same time as
healthcare organizations have been suffering a crisis of profitability.
Furthermore, institutional and legal requirements have contributed to
a greater complexity in the performance of these services. The attrac-
tion of outsourcing such administratively ‘time hungry’ service func-
tions to a specialist agency must be strong, even for administrators of
fairly small organizations.

All of the informants referred to labour supply issues in the USA as
contributing to the attraction of outsourcing. Difficulties of recruit-
ment and shortage of labour supply contribute to the incentive for out-
sourcers to send work to India where there is an abundant supply of
skilled English speaking labour. The vast differences in the cost of
labour contribute to the viability of the operations but are not the only
factor. Further marketing attributes which enhance value added appear
to be real advantages in the highly competitive world of outsourcing.

Throughout all of the studies discussed here, the initial outsourcing
in the source country is the primary occurrence and the space in to
which offshore providers can move. Once a service is commodified and
outsourced to a specialist agency, the service becomes that agency’s
core business and cutting costs of production directly affects its profits
- the incentive to further outsource offshore becomes irresistible.

These cases illustrate the ways in which shifts to commodification of
these services through outsourcing have provided spaces for the inno-
vation of offshore relocation. The examples of work being both out-
sourced and sent offshore do not represent relocation of work from a
static job market, but rather appear to be relocation of some of the
expansion in the sector. In other words, employment growth in these
sectors in the USA is not happening at the same rate as expansion of
job opportunities overall; indeed it may be that growth is occurring
disproportionately faster in the offshore destination.
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These case studies have relevance for work in the Australian health
sector. At the same time as labour economists project above average
employment growth in the areas of health services, the slippage of at
least some of this expansion into the international labour market should
be acknowledged. In particular, the shift noted above, towards outsourc-
ing of claims processing and other non-core processes in the health
insurance industry, make such work enormously vulnerable to processes
of de-skilling as well as relocation. This is not to say that particular desti-
nation countries will able to secure these jobs in the long term. The ease
with which such work is relocated enables it to move to whichever desti-
nation is most viable at the time, especially as long as it is exchanged as
a commodity and is dominated by ‘middle’ agent relationships where
the risk is borne by the offshore supplier rather than the customer or
agent in the source country. In both source and destination countries,
once commodified and outsourced, secure employment becomes ever
more precarious.

Notes

1 The term telemediated work refers to work in which relocation is enabled
by the application of information and communications technologies.

2 Tacknowledge that the term ‘off-shoring’, although popularly used to refer
to such relocation in Australia the US and the UK, is regionally specific. For
countries on the other continents of the globe international relocation is a
more appropriate term. In the interests of clarity and given its accuracy in
these cases, I use off-shoring as my preferred term.

3 See for example, “US lawmakers gang up against BPO to India” , The Economic
Times Online, 13 January 2004, http://economictimes.indiatimes.com, Prasun
Sonwalkar, “UK authorities prepare to counter India’s call centre challenge”,
Hindustan Times, 11 January 2004, http://www.hindustantimes.com/online,
“Calls for government cooperation in offshoring solution”, The Contact Daily,
15 January 2004, http://www.callcentres.net.

4 NASSCOM (National Association of Software and Service Companies) of
India estimates that in 2003—-4 employment in exports of ITES-BPO services,
will approach a quarter of a million workers. Whilst US currently dominates
the global spend in this market at 59% with Europe at 22% ,the Asia Pacific
region is the next largest market (see NASSCOM, 2004 a and b).

5 This ratio has been consistently quoted during interviews with different
informants. The BLS (2004b) gives an median hourly rate of $13.26 which
compared to informants quoted monthly earnings for an Indian operative
of approx. 10-12,000rps per month is about a factor of 8.

6 The cover is usually provided through employee benefits from private insur-
ers of through government programmes such as Medicaid and Medicare-
see Centres for Medicare and Medicaid Services (2004a)

7 The Health Insurance Portability and Accountability Act of 1996 includes
provision for establishment of ‘national standards for electronic health
care transactions and national identifiers for providers, health plans, and
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employers. It also addresses the security and privacy of health data.” Centres
for Medicare and Medicaid Services (2004b). See also US Dep’t of Health &
Human Services (2004).

8 See BLS (2004d) and R. Danni (2004) for descriptions of this occupation.

9 In May 2003, HealthSource announced the appointment of the former federal
health minister, Michael Wooldridge, as its Chairman (Connors, 2003).

10 The BLS (2004d) cites median annual earnings in 2002 for medical records
and health technicians as $23,890 - this category includes a broader range
of work than coding and may account for the difference in estimates.

11 See for example Patty (2000), Stock (2000) and Minogue (2001).

12 Pollack (2003) explains that because of registration restrictions it can only
provide a service ‘converting two-dimensional images from scans into
three-dimensional pictures that are more understandable to surgeons; that
job is usually done by technicians in the USA.
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Conclusion: Reflections on Past
Healthcare Reform and Future
Directions

Suzanne Young, Eileen Willis and Pauline Stanton

Introduction

The twelve chapters of this book highlight the massive changes that
have occurred in the Australian healthcare sector since the early 1990s
and their impact on the employment relationships of healthcare
workers. In common with many other countries these changes have
had a number of drivers, mostly linked to concerns over rising health-
care costs. Dramatic increases in information and changes in technol-
ogy have led to increased demand and rising costs of both capital and
medical services. At the same time consumers have higher expectations
of access to the latest and the best techniques, and the ageing popula-
tion has exerted pressure on service delivery and raised fears of unsus-
tainable future costs. As Chapter 1 demonstrated, Australian state and
federal governments have responded to these developments by placing
an increased emphasis on attaining improvements in efficiency, pro-
ductivity and effectiveness of healthcare delivery. They have done this
largely through the introduction of neo-liberal policies with a focus on
cost saving and a belief in the benefits of New Public Management. In
the healthcare sector at the organizational level, decision making is
strongly influenced by government policy. The government not only
provides the majority of funding but also determines how it will be
spent through its funding policies. Thus the actions of government
impact directly on the employment relationships of those employed in
these organizations. Also, as Chapter 2 demonstrates health employees
are organized into a complex mix of professional and occupational
groups that have their own histories, cultures and goals. All are key
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stakeholders in the system. These groups can act as a barrier to reform
or as a conduit for more effective service delivery.

The responses of employers to change have differed within indi-
vidual health organizations, different sections of the industry and
different states. Similarly, health professionals, occupational groups
and trade unions have also resisted or reacted differently to these
changes. These responses have been highlighted in the case studies in
Part Two of this book. However, the case studies still leave many ques-
tions unanswered. While we know that productivity in the Australian
healthcare sector has increased since the early 1990s we do not know
at what cost. The case studies suggest increased work intensification,
demoralization and labour shortages in vital professional areas. They
also demonstrate different impacts and responses from employers and
workers in rural and metropolitan areas and between different occupa-
tional groups. The overall picture emerging is of a complex industry
dominated by powerful groups and stakeholders often with different
and competing interests.

Part Three of the book represents a search for new answers to
old questions. These answers move away from a focus on efficiency
and productivity and direct industrial relations changes, and instead
explore more innovative ways of engaging staff through improved
human resource management and leadership strategies involving com-
munication, teamwork, and building of trust and commitment. In this
view the focus is less on cost saving and more on a collaborative strat-
egy enhancing quality and effectiveness of service delivery, although
efficiency is a key idea underpinning evidence-based medicine and
team work. However as many of the authors concede, such goals, no
matter how worthy, are difficult to achieve in an industry dominated
by professional rivalries, the vagaries of government and the high
expectations of consumers.

In this final chapter first, we review various issues emerging out of the
book as a whole, second, we identify outcomes that the contributors
have highlighted, and finally we outline the emerging issues that we
believe provide rich opportunities for future research in a challenging
and dynamic industry.

Emerging themes

The healthcare industry is a labour intensive industry and one of the
key challenges of the reform process is to change the way that health-
care work is carried out. One of the main strategies for dealing with
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this has been through industrial reform, specifically the introduction
of enterprise bargaining, which has been adopted by Australian gov-
ernments throughout the 1990s - the idea that workers will exchange
their work practices for more money through local bargaining arrange-
ments. However, as shown in Bray, Stanton, White and Willis in
Chapter 3 it can be argued that despite a great deal of activity in most
states public health sector enterprise agreements and industrial awards
are still largely centrally determined and occupationally based. Factors
contributing to this state of affairs include the reliance on government
funding, the power of the trade unions and the political nature of the
healthcare sector. This does not mean that workplace change has not
taken place - it has — there is a great deal of evidence of increased pro-
ductivity, flexibility and change in work practices. In many areas such
as medical science and catering and cleaning, less staff are doing more
work. There have also been attempts to break down demarcation barri-
ers between the professions through the use of multidisciplinary ‘care
plans’ and critical pathways. However, these changes have largely
taken place outside of the enterprise bargaining process, in particular
through outsourcing and privatization, budget cuts and the introduc-
tion of new forms of funding. Chapters by Young, Bray and White, and
Willis and Weekes have demonstrated in practice how these changes
have been introduced and how they have often strengthened manage-
rial prerogative and control at the local level, whilst reducing the
power of workers and associated unions.

However, the employee response to these developments cannot be
under estimated albeit occurring more centrally. Trade unions have
responded by using the enterprise bargaining process to claw back
some of the gains made by employers in other areas. The Australian
Nursing Federation (ANF) has also managed to utilize the enterprise
bargaining process to build union membership and to extend the scope
of bargaining. The union has sought to capitalize on the reform pro-
cess by pushing the professional agenda; for example in the move
towards Nurse Practitioners. Both nursing and medicine have benefited
from strong unionization, but their central role in the delivery of
healthcare is what gives the union leverage. While nurses represent the
largest section of healthcare workers, doctors are the most powerful as
they control the production process.

The impact on other health professions such as allied health workers
is not so clear. There are certainly labour shortages for some profes-
sions such as pharmacists and radiographers, particularly in rural areas,
which give them a certain amount of strength. In some states such as
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Victoria an increase in union militancy has kept wages and conditions
on a par with nurses, however, that has not been the case in South
Australia where they have fallen behind, if not in financial remu-
neration, certainly in conditions of service. Perhaps the section of
the health workforce that has been hit the hardest are those who
provide the largely ancillary roles of cleaning, catering and portering.
These groups, who do not provide a clinical service and are often seen
to be expendable by employers, have been most affected by budget
cuts. Overall, as the case studies suggest, while there has been sign-
ificant reform over the last decade, the traditional division of labour in
healthcare remains firmly intact.

It is also clear from the case studies that employers have utilized differ-
ent strategies in metropolitan and rural locations. Duckett in Chapter 2
claims that there are different labour market conditions between metro-
politan, rural and remote practices, in terms of the professions and remu-
neration as well as a higher ratio of general practitioners to patients
in capital cities compared with rural and remote areas. In terms of
managerial practices, in Chapter 4, Young notes that the nature of the
rural labour market was important in managers’ decisions about what
services to outsource with problems in rural areas of recruiting and
retaining specialist staff and the geographical distances making it
difficult to bring in expertise at short notice. Inpatients at rural health
organizations typically suffered from illnesses with less complexity and
those patients with more complex illnesses were transferred to metropol-
itan health organizations. This meant that in some rural areas the com-
plexity of tests in radiology, pathology and surgery were less thus
making different demands on the skill level of employees. De Ruyter in
Chapter 5 gives examples of an excess of nursing labour supply over
demand in regional areas thus rendering it impossible for casual workers
to obtain permanent work, which is opposite to the situation in metro-
politan hospitals where supply is less than demand. It is interesting then
that Bartram et al. conclude that in metropolitan and base hospitals
(as opposed to district hospitals and community health centres) general
functional managers such as directors of nursing and medical directors
are not as concerned with, nor see the practical application of strategic
human resource management as chief executive officers and human
resource directors. For functional managers, human resource manage-
ment is largely limited to a focus on recruitment and selection and train-
ing rather than linking people management practices to business
outcomes. This suggests that within the larger organizations the human
resource function is largely distant from key practitioners.
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Another emerging issue from the case studies which has been largely
ignored in the implementation of New Public Management practices is
the use of a mix of emotional labour and technical process in the provi-
sion of care. A number of authors illustrate the importance of the caring
role and of problems generated if the focus is purely on technical
efficiency and profits. It is not simply that health workers now find
themselves working longer hours, un-social shifts or more intensely. The
complaint of these workers goes to the very heart of professional work.
The ‘product’ of care workers — be they doctors, nurses or personal carers
—is the healing or comforting self; any reform process that reduces the
time for interaction or imposes a sequencing regimes on the delivery of
care, impacts on the deep structures of the professional self — as healer.
Until politicians and workforce planners realize this point, retention
strategies, particularly for nurses, will continue to fail.

Interestingly, it has been the trade unions that have become aware
that it is consumers who are the beneficiaries of good quality health-
care and the victims of poor service delivery. The ANF have used this
in recent industrial campaigns and have appealed directly to the public
promoting the union as defender of public services and good quality
care. The union’s strategy has involved closing beds rather than taking
strike action, arguing that it has done this for patient safety thus steal-
ing the high moral ground from the employers and winning the public
to its side.

The feminized nature of the workforce has also had an effect on the
types of strategies used and is an important factor in workforce plan-
ning, labour supply and demand for labour flexibility. For instance,
contributors comment on the impact of feminization on workforce
flexibility and the reduction in permanent full-time work, whether
supply or demand driven, and the effect of the increased numbers of
women graduating as medical practitioners. The on-going shortage
of nurses continues to elude most workforce planners, and the femi-
nization of medicine, particularly general practice has increased the
costs of state supported medical education as the federal government
moves to overcome this by funding three more medical schools in
Australia at a time when the university sector is also under consider-
able financial strain.

Outcomes

Outcomes from the aforementioned approaches have been varied. First,
selected chapters raise work intensification as a problem for nurses,
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which can be linked to the nursing profession’s ‘caring work ethic’. By
and large, it is clear that right across the healthcare sector and across a
variety of professions, the strategy of cost minimization has placed huge
demands on the workforce, with intensification of work and role
conflict between their administration and caring roles. Secondly, profes-
sional labour shortages has been commented upon by contributors,
especially noteworthy in rural areas, and the case studies point to a
number of strategies that have been used to address labour force short-
ages. The use of outsourcing of pathology and radiology, especially in
rural areas, is discussed by Young. Duckett comments that the interna-
tionalization of pathology and radiology through e-medicine will
impact on labour force requirements in the future. And Sinclair-Jones
gives an extensive case study of the potential of off-shore outsourcing of
radiology and medical transcription in solving the problems of recruit-
ment and labour shortages. As she notes, this solution shifts the risk but
leads also to precarious forms of employment on the home front.
Thirdly, contributors raise flexibility of the workforce as an outcome.
This is evident particularly in the nursing area with the use of agency
workers and in non-clinical areas as an outcome of outsourcing. Linked
to this, fourthly, is job broadening with contributors alluding to it as
upskilling, deskilling or multitasking. Whatever name it is referred to,
generally the sector has witnessed a change in the very nature of service
work with many workers unable to balance the need for higher levels of
technical or managerial work with the demands of caring. Fifthly, con-
tributors comment on problems of loyalty, morale and commitment.
Finally, due to problems of time or resources, or the temporary nature
of employment, there has been a lack of education and professional
development for healthcare workers, especially registered nurses in their
need to upskill either in the use of new technology or to become nurse
practitioners.

New strategies and directions

The importance of identifying new strategies and possible future direc-
tions is the underlying theme of Part Three. Various authors highlight
possible individual strategies for emerging problems such as the role of
‘nurse practitioner’ as a method of addressing the shortage of medical
practitioners in rural areas; in other states the idea of the generic
health worker has been mooted. However, there are some larger under-
lying issues here. For example Dwyer and Leggat suggest that team
work and participation in decision making, greater consultation and
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collaboration are innovative ways forward in attempting to decrease
the power imbalance between the medical profession and others, and
creating better practices that focus on quality care. However, this is
sometimes harder to achieve in practice. Doctors and nurses often
support hierarchical models of practice (maintaining power structures)
which do not necessarily foster communication, participation or trust.
Also increased managerial prerogative has often led to a lack of consul-
tation and an increased focus on risk management, which is associated
with surveillance and control, through both evidence-based medicine
and the use of electronic technologies. Such approaches can lead to
mistrust and suspicion and are not so easy to turn around. Despite
these caveats it is possible that the new focus on quality and the search
for best practice at the local level might prove to be a common goal
for all players. However, as the chapters in this section illustrate this
shift is not without its tensions. There remains a confluence of conflict
of interests between the state, human resource managers, unions and
health professionals.

Directions for future research

The contributors highlight a further set of lessons and sobering points
that could be considered and used as a basis for further research. For
example, problems of power imbalance between clinicians and man-
agers will continue to impede change and innovation in the health-
care sector. Indeed, it is evident from the case studies that changes to
processes only occurred when medical practitioners were involved,
with the division of labour between medical and other workers still
clearly defined. The strategies used have not challenged the existing
power relationships and medical dominance remains intact. Hence
structural and power impediments to change need to be overcome. A
greater understanding of the roles and the relationships of clinicians
and managers and the structures and processes that surround them is
essential if change and innovation is to occur. For example the future
of nurse practitioners goes well beyond solving the tensions between
medicine and nursing to demand on-going commitment by the state
to a reorganization of funding.

Deficient management skills, the lack of managerial inspiration and
the need for management development are evident. Outsourcing,
clinical governance, strategic human resource management, improved
people management practices, education and professional develop-
ment have been discussed as solutions. Governance problems in
the Victorian health sector have also been highlighted recently in the
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popular press which points to a pressing need for further research into
governance models. More systematic research needs to done in these
areas.

Different approaches are evident between metropolitan and rural
areas and decision makers and planners need to take the different
needs and characteristics into account. There is a great deal of rhetoric
from governments on this issue but again little systematic research
undertaken.

The desire for a high performance work organization needs to con-
centrate on service delivery and the nature of the work. The success
of team-based solutions depends on an understanding of the nature
of the work and the way people work together in healthcare. We
need to know what is working well and why. The focus on acute clin-
ical and medical practice has lead to a dearth of resources for other
areas, such as the community sector or changes to managerial prac-
tice. Yet it is often these sectors that are working in more innovative
and dynamic ways, offering interesting solutions to the large more
medically-orientated tertiary institutions.

The increasing focus on quality, which is evidence-based, has not
necessarily highlighted the importance of the relationship between the
carer and patient nor has it completely taken into account the patients’
personal-care needs. The value of non-professional workers such as per-
sonal service assistants and cleaners has often been disregarded.
However, their work is necessary as higher skill level workers spend
more time on paper work and documentation.

The link between gender and the emotional nature of care is impor-
tant in this sector and researchers need to take this into account. In
this regard, retention strategies, broadening out from recruitment
strategies, are needed to ensure that there is an adequate supply of
labour. The research on strategic human resource practices within the
industry is in its infancy however, this is an area that has much to
offer the sector. Indeed, all contributors highlight the importance
of ‘people’ in this sector and although increased and innovative use of
technology is common, it is clear that it cannot be used without ‘emo-
tional’ assistance. Linking this with strategic direction is an important
dimension.

The mix of public and private sectors in the industry is also a partic-
ular feature of the Australian system that separates it out from other
health systems such as the UK and USA. The public and private sectors
operate alongside each other in the provision of services, structural
arrangements and funding sources. The processes of the New Public
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Management have seen an increase in privatization with a blurring of
the lines between the two sectors. Little systematic work has been done
in Australia to support the argument that privatization of public ser-
vices results in reduced costs. While it may have resulted in reduced
government expenditure, although even this is a moot point, the evi-
dence from the USA would suggest that privatization leads to higher
costs if GDP figures are used as a measure. In effect many of the current
reforms are merely a means of shifting costs from the federal system to
the state or the state to the consumer. Consumers may be one of the
drivers of reform, but they are not necessarily winners. And even more
importantly the link between privatization and improved quality is
problematic.

In conclusion, decision makers in the healthcare sector have grap-
pled with the pressure to increase competition and managerialism
alongside a desire for increased collaboration, but problems have
occurred due to the existence of powerful stakeholders and a division
of labour impeding innovation and change. The current focus of
reform has shifted from the 1990s that saw a marriage between
New Public Management and industrial relations reform, to one
that now focuses on strategic human resource management. For
Australia there is a potential that the Free Trade Agreement with the
United States of American will expand off-shore work and increase the
deregulation of the professions and the healthcare sector leading
to increased union activity. Such a move would require government
regulatory and industrial intervention. Despite this trend, as the
Federal Liberal-National government goes to its third term with a
majority in both houses, a renewed industrial relations assault may
eventuate consistent with these broader global trends. Whatever the
tuture direction of healthcare in Australia it is clear that service is no
longer seen simply in terms of a public good, part of the worker’s social
wage. Healthcare is now a commodity caught between the welfare state
and market forces. Service provision is not optimized when subject to
the vagaries of the market, with flaws in equality of access, price
signals, and accessibility to, and understanding of, information. The
work of health professionals stands poised between these two forces.
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