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Abstract: The health care system in Germany is undergoin@as® of transfor-
mation. The resulting challenges and fields of actfor the hospitals were de-
scribed as one outcome of a scenario analysis atteduby the author. These
include, for example, setting up new organisatidrmuctures, professionalising
management competence or also developing a commsiiequality management
system. In the following analysis, the hospitaks tr be described and compared
to one another in terms of their initial conditioregarding these fields of action.
The question at the focus is which different praigites and options the clinics
have subject to their organisational structure.

Introduction

The hospital sector in Germany is undergoing a @lustransformation.
The reasons are, amongst others, increasing @stsfurthered by enor-
mous scientific advances in medical and pharmazaugsearch and insuf-
ficient income, also due to the changing age atredn Germany. In addi-
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tion, there are the inefficient healthcare strugsumwhich, compared with
other structures in the service provider markahaiae below its potentiali-
ties. All this causes a paradigm shift of inpatibaspital care organisation
in Germany.

The article builds on the already available redeagsults by the author.
Using the methodology of scenario analysis, thdi@ubhas analysed the
present situation of the German healthcare systdsfrom this has de-
rived a trend scenario. This trend scenario dessribe progressive devel-
opment of regionalised, commercially oriented Healte structures rather
as a result than as a directed process, causdte®conomic crisis of the
public healthcare sector. According to this, no¢ of the fragmented par-
ticipants in the healthcare system is today in sitjpm to bring the poten-
tials of medical top-level research, training anedmal technology to the
regions, to the customer, with integrated healtliises. The changes to the
determining factors for hospitals, such as theeasing shortage of funds,
the demographic change as well as the developrirentsdical technology
and the reform course in the healthcare sectoh aadhe introduction of
Diagnosis Related Group (DRG) payments, the repietile sector border
between outpatient and inpatient care and thedotition of quality man-
agement and quality assurance demand consequeogethe clinic opera-
tors. These include creating new organisation fotmsecure financial
survival, professionalising management competeastgblishing a strin-
gent management of the business processes, dewglopmprehensive
quality management systems, adapting the portfolguit customer needs,
professionalising the service and reflect theirpitas with ethical corporate
principles.

Based on this, it is to be investigated in thedfelhg, which determin-
ing factors the hospitals bring to the table, basedheir formal structure,
in order to rise to the challenges described inridwed scenario. Specifical-
ly the following research questions will be deailthw
— Which initial conditions and options for action cha derived for the

hospitals in the context of their formal structure?

- How does the management of the hospitals readtetmptions for ac-
tion in the context of their formal structure?

The analysis theoretically draws upon the findiogduhmann (1971,
1984) that system structures and/or their formaicstires act as decision-
making premises to take social action and can e @ organisational
analyses. In this connection system structurethareperative programs as
conditional or as purpose programs, the organisatioucture as the form
of coordination and communication, here in the eaxre characteristic be-
tween hierarchy and market and thirdly the stafp€) and its (value) cul-
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ture. The thesis that is derived from this is that hospitals have different
possibilities for solutions and approaches to gmhst to rise to the de-
scribed challenges depending on their organisdtgingcture.

In order to develop a better understanding of thesis, public, non-
profit and private hospitals will hereafter be asald in terms of their spe-
cific features such as program, objective targejanisation, management
and leadership and governance. These specificrésatue to be compared
to one another in the context of the challengesjdiof action and possibil-
ities for solutions to achieve effective hospitamagement for the benefit
of the patient.

Research Methodology

The qualitative research method in the form of gtale, guideline-based
interviews was selected as the research design.

This means that clinics of all organisation typed &gal forms are in-
cluded in the study. In terms of approval staths, ltospitals range from
maximum care to basic care. All clinics are fedegtain networks. Alt-
hough this selection does not permit a represestatiatement, it does
nevertheless document the trend of the respecpesator and the man-
agement in the hospital. This is a conscious afproa

Alongside the case study, the analyses from tldiestpyan extensive lit-
erature research and also a databank researchneerporated.

Seven interviews were conducted according to tterview guideline.
This method makes it possible to determine subjectiews of those in-
volved, e.g. on past events, opinions or experiemtech in turn make
enhanced insights possible (Bortz & Doring, 19952&8). The following
persons were interviewed:

— Head of the Division Corporate Development (uniitgrslinic, public
hospital)

— Commercial Director (non-profit hospital )

— Managing Director (private hospital (P KKH))

— Medical Director (non-profit hospital, public hotgd)

— Nursing Service Management (non-profit hospitalaie hospital)

— Quality Manager (non-profit hospital, public hosgjt

— Ward Doctor (non-profit hospital, private hospital)
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Table 1. Hospitals participating in the evaluation, statQ42

Fadility/ Patients
Approval Beds Employees (inpatients)
operator
[/cases per year
University clinic- | Maximum care 3200 beds/ | 13.000 Approx. 136,000
Corporation of 100 clinics
public grouped in 17
law//Federal state centres
Municipal hospi- | Acute care 960 beds/ 1800 Approx. 35,000
tal as state-run hospital with 15 clinics and
enterprise /Local | specialised special
authority medical serviceg wards/ 3
centres
Denominational | Acute care 240 beds/ 600 Approx. 12,000
hospital as an hospital with 5 special
association/ So- | basic medical wards/ 3
cial welfare asso- | services centres (certi-
ciation fied)
Hospital as Acute care 4 hospitals/ 1900 Approx. 32,000
GmbH [private hospital with totalling
limited company]/| basic medical approx. 1000
District/Local services/ spe- | beds
authority cialised medical
services and
other hospital
psychiatric care
Helios-Klinikum* | Acute care 570 beds/ 15 | 1000 Approx. 24,000
hospital with clinics
basic medical
services and
specialised
medical care

*The HELIOS Kliniken Group is made up of 74 ownnitis, including 51 acute care hospitals and 20
rehabilitation clinics and medical care centreatust as in December 2013. HELIOS provides eservices
in all areas of patient care, from the outpatierd apatient acute medical care to rehabilitatiod a
geriatric care.

Source: own research.
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The central questions ( table 2) were developed.

Table 2. Guideline for conducting interviews in the hosystal

Corporate policy, intent and pur pose of your hospital

Where do you see the main intent and purpose aftyospital (basic purpose)?

Humanity and treatment according to the will of gadient?

Fulfilment of social and humanitarian duty?

The term "production” is often referred to in hdals, where do you stand on this?

The hospital as a service provider for the needbepeople?

How would you describe the basic objectives of ymaspital?

Have you formulated principles of conduct when ohegplvith stakeholder groups (e.g. social
objective targets)?

Have you developed a basic concept for management?

Societal and social context

What would you say to the following influencing facs:

Demographic development and impact on costs

Scientific and technical advance as cost driver

Regional network-building

Standards that are specified by health care palicystate administration

Citizen / patient

How would you describe a patient /citizen? Respmasself-determined, active and confiden
well informed - or?

Who would you consider to be your customer: Heial$lurance or patient? Patient or citizen?
The patient as an economic production factor?

What does concern for the patient mean to you?

Pastoral care as an offer -"Advertising" or mis8ion

1

Employees

Burnout/ sickness of employees, what is the pictuseur hospital?

How do you motivate the employees?

What do you ask for / expect from the employees?

Are your employees all regular members of staff@sou also sometimes have temporary
workers in care and treatment?

How do you integrate the doctors in private prastieho also attend to patients in your hosp|
into your team?

There is often talk of "Senior Consultants havimgjt own kingdom..." etc. "Doctors are the
gods in white", what is your view?

As an employer what "performances" do you offerry@mployees?

tal

Structure and process

How is your view on the proposition?: Working in @mvironment accustomed to hierarchy
impedes inter-disciplinary OE processes?

How does the flow of information function in youngpital? What reports are prepared and h
are they communicated?

Which communication tools and structures are ugmitd you describe typical procedures a
the tools used?

Process organisation, SOP (Standard Operating (Rrogewhat do you think, is the present
organisational structure in your hospital apprdpfla

Structures impact the culture, the values and taetiges. Please describe each of these in y
division in two to three statements.

ow

hd

pur
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Table 2 continued

Economy/ quality as area of tension

What is your view on: Conduct and relationshipsmfanisation members: thinking and actin
in the interest of the organisation (intrapreneorshinking and acting in their own interest?
What has priority? Economy or quality? How are éhegeasured at first?

What is your view on: Conduct and relationship oftdrs to care/ patient? Competent, respd
sible, exploitation of power gap?

J

Strategy (Strategic Management)

Can you state your strategy in a few words?

Who is the funding body and do you know its stratagd how are you as the hospital involve
in implementing the strategy?

o

Could you please describe how the strategic planpincess works in your hospital?

How do you measure the success of the planningt&itg

What are the most important key figures, indicataith which you measure the success of yq
hospital?

How was the mission statement developed? Who wabsied in the process? How is the
mission statement communicated?

In one sentence, describe how you see your hoditgéars from now?

Are you familiar with the macroenvironmental an&@y®ol PEST or the Five Forces model?
Do you use these tools?

Specialisation, standardisation, segmentation, cengmsive care, integrated care, patient-
centred care, what comes to mind when you heae tieess?

What do you think of network structures, how wowtdi describe your present situation and
which related developments could you imagine?

Who are your most important stakeholders? How doigwolve them in your business?

What is your opinion on key figure systems, sucbk.gsthe Balanced Scorecard?
Are you using a similar system?

How often and with whom do you meet for so-callgdtegy meetings? What is the outcome
such meetings? How do you develop your strateghéu?

What is more important in your view: Placing théi@ats at the focus or the basic economic
conditions for the hospital?

Please briefly describe the cooperation with thetats in private practice. Who is the Owner
the patient data?

of

How often do you follow the situation in your "rivaospitals"? Do you look at e.g. market

share, patient numbers, case numbers, etc.? Agdudfollow the development of your "rival's"

portfolio?

Are you judged by the attainment of the strategiiective targets?

Do you judge the responsible officers of the sulmari hierarchies by the strategic target
attainment?

Who bears the responsibility for what in your hési@i

As how functional and success promoting would yloaracterise and assess your managem
organisation (perhaps three-person board)?

ent

If you were to summarise the trend in the healthsystem, how would you describe it?

Which IT is used in your hospital?

What are the most important challenges for the idiate future that you must tackle as hosp,
tal management and what areas for action do yohese®

Strategic planning: Do you have a 5-year plan?
Do you have a budget on a multi-annual basis?

Please describe the planning process.
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Table 2 continued

Oper ative management
What are your most important targets in this year?
What kind of cost accounting do you perform? Do gbeady calculate using the hospital fee
system InEK [Institut zur Entwicklung des Entgettigms im Krankenhaus]? Do you already
use activity-based costing?
Do you have a breakeven analysis? Could you pldeseribe it briefly?
Please describe the annual planning process. Dsatatost targets in the budget? Based on
what? Do you negotiate these with the specialistosl?
On which level is the budget employed?
Do you have a business plan?
Does accounting controlling take place in your litasp
How is the medical documentation performed? Howld/gou judge the quality here?
Key word: revenue controlling how does that worla@ur hospital?
What are the most important operative key figuhes you use to manage the hospital?
On which function level are these key figures eryett?
Do you have a Quality Manager? What tasks and immetdoes he fulfil?
Do you have a process handbook?
What is the status of the conversion to standaddisatment paths?
How do your measure the utilisation of your infrasture? (Equipment / operating theatres /
beds etc.)
Which role does controlling play and where is @dted?
Do your perform target-performance comparisons/iatien analyses / proposals for action /
assumption monitoring?
Reducing the length of stay: How do you contraé®hi
Do you measure patient and also employee satisfetti

Management and leader ship

Do you work with target agreements? Up to whiclelere these employed?
Do you check these target achievements and ifee? h
Incentive system: what means do you employ?
Is there any (planned) staff development? How doplan this?
If you were to describe the basic leadership stylour hospital, how would you characterise
it?
How is your target achievement judged and by whom?
Who determines your targets, do you have persar@b@r goals that involve the whole hospij-
tal?
How do you manage the problem that you must exema&mic pressure onto the medical staff?
How do they deal with this?
What is your view on: Management based on figuneskay figures versus management that
influences behaviour

Source: own research.

Proceeding from the idea that "telling storiesaibetter way to record
subjective perceptions, emotions and feelings thaa controlled inter-
view, the following 10 interviewees participatedaimarrative interview:

— Head of Division Corporate Development (public htzdp
— Commercial Director (non-profit hospital)
— Managing Director hospital association (public htzdp
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— Managing Director (private hospital, public hosita

— Quality Manager (non-profit hospital, public hosgjt

— Head of Human resources (public hospital)

— Controller (public hospital, non-profit hospital)

— Doctors (public hospital, non-profit hospital, @ate hospital)

— Nursing staff (public hospital, non-profit hospjtptivate hospital)

— Specialist nurse (public hospital, non-profit heapiprivate hospital)

Various questions from the guideline interview wased to encourage
the interviewees to talk and tell. The group disews is closely related to
the method of questioning and can be seen as aiflsprm of group
interview" (Lammek, 1995, p. 125); in other wordsaatalk under "labora-
tory conditions”, in which several people providdormation on a topic
that a discussion leader defines. In this caseailke were rather of an "in-
vestigative" nature that means the focus duringdiBeussion was on the
information than content results. By using this imoet the author was pri-
marily interested in recording the opinions andtwades of the individual
participants of a group, and checking whether thiesgate from the group
opinion (e.g. when investigating the goals of thdividuals participants,
the researching of the values and maxim for actihthe individuals as
well as of the group as a whole) in addition tolgsiag how the problem
solving functions in the group (e.g. in the boardetng as well as in the
coffee break in the non-profit and in the publicpital).

Observation in the narrower sense is understoocolscting experi-
ence (data) in a non-communicative process usingoakibilities of per-
ception. In contrast to day-to-day observation, dbientific observation is
more focused, method-controlled and inter-subjectilt typically uses
tools that guarantee the self-reflection, systersatind traceability of the
observation and help extend the limits of our oilityt to perceive. Using
observation, quantitative and also qualitative dzda be produced; the
latter then form the interpretative access to theeoved events (Bortz &
Doéring, 1995, p. 240).

The aim of the scientific observation here was tyatime direct obser-
vation of human actions, linguistic statements,-nerbal reactions (facial
expression, gestures, body language) and sociahdbastics (clothing,
symbols, habits, etc.) The focus was on recordiegcourse and the signif-
icance of individual actions and action patternsvali as the relationship
structure. No other form of data collection perntiie researcher to gain
such a deep insight into the day-to-day events so@al community, the
manifold moral concepts and interests of the paditts and their social
context. All those observed were informed in adeaotthe scope, execu-
tion, date and content of the observation. Amortgettools used was a
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certification process in the hospital over two dayswhich all hierarchy

levels including nurses and doctors of the hospitade represented. This
method was used in a non-profit hospital.

Further, the qualitative analysis was evaluatedmaliag to the follow-
ing structure:

Table 3. Structure of analysis

Profiles of the hospitals accor ding to cor porate policy,
intent and pur pose/patients/ employees

Strategies Structure Systems
Entire hospital (fund- | Processes: Management system
ing) Normative orientation process | (including Controlling)
Strategic decision-making pro-
cess

Operative management process
Management business process
Supportive processes

Hospital Quality Management Financial system
Specialist ward / clinic| Risk management Commuincesystem
Normative Organisation structure Incentive system:
Strategic Staff

Operative Segmentation

Instruments/ methods such as e.g. mission state®tamdard Operating Procedures
(SOPs)/ target agreements/ key figure systems
Shareholder/ expectations from management perspecti
Tasks: Definition of targets/ planning / organisati controlling
Instruments and methods of operative management

Source: own research.

The aim is to present the strategic and operatisaagement of the
hospitals and the hospital management in the asttuadtion of the, in or-
der to make conclusive statements whether and hewdifferent operator

and so the formal structure affect the managememthaw the individual
clinic operators react to these challenges.

Results

This article refrains from presenting the actutlation in detail and rather
refers to the publication by Held (2014, pp. 53)10%is paper focuses on
the comparison of the hospitals in the context eétimg these challenges.
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The challenges are derived from the scenario aisalield, 2012, pp. 99-
250) and outline the following:

securing the operative profitability and long-teexistence of the
hospital, ensuring the required investment (regpiimisation and
use)

integrated provision of services, personalisedtiier patient, in-
dustrialised in the service preparation (indugsalon and reali-
sation of personalised medical care)

management of the own service offerings (portfobagnted ac-
cording to the customer needs (need orientation)

organisation of the need-oriented and end-to eondigion of ser-
vices along the value chain (adaptable integraticthe own port-
folio into a complete overall portfolio)(content mifolio integra-

tion)

integration of the own portfolio in the regionalntext (the right
service in the right place)(regional portfolio igtation),

ensuring a high quality level of service (Qualitpivagement).
In a hexagonal shape the individual hospitals ake divided into pub-

lic hospital as a state-run institution, non-prafttspital and private hospi-
tal, and compared regarding their potentials totntiee challenges. The
potentials were derived as conclusions from theaetnalysis.

Public hospital

N

Typical for the public hospital are:

No sustainable corporate profit targets

Very good quality in the required services providedrticularly univer-
sity clinics)

Regional (according to politically defined regiom®)mpetition amongst
hospitals (regarding patients, funding, retentibworkplaces)

. No potential (finances) to shape transformatiorergific and technical

possibilities or strategic restructuring.

. As an individual hospital no possibility to realiggter-disciplinary,

personalised medical care, innovation and clingtallies (exception:
university clinic).
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Figure 1. Action areas and their implementation

Optimise profit
g
Quality management 2 Industrialisation
Portfolio (regional) Need-orientation
not achieved:........... 1
partly implemented:..2
effective: Srm 3
Portfolio (content target achieved:.................. 4

Source: own research.

The public hospitals are very good regarding thevigion of services
(quality). However, operative measures and theydailsiness, one-sided
cost-saving activities (such as e.g. restructurmgfsourcing, lean man-
agement) are merely an effort to optimise the stgwo. Measures to in-
crease profitability develop substantial growthgmbials by following a
new strategic direction, are still missing in mpgablic hospitals (approx.
50% of all hospitals in Germany generate losse20h2 (www.dki.de;
Krankenhausbarometer, 2012)).

Municipal hospitals are limited in their developrhéene to the regional-
ising tendencies. The politically determined cdnsticies thus represent a
management inconsistency in themselves. The fingnof the restructur-
ing can only work if sufficient funds are availabtbese must be earned.
This means: Standardisation and industrialisatios the necessary re-
guirements to improve the result orientation whifgtintaining stable de-
mands on quality. Personalised medical care, stdisddion and industrial-
isation in order to utilise the economies of seakan being cross-regional
and acting in networks and associations.

From the historical perspective, the service dfigsi of the public hos-
pitals are well established. The fulfilment of fhblic service mission with
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a state-prescribed bed plan was and still is thie fiogus of hospital man-
agement. However, every public hospital acts inddpetly, these basic
conditions are now cumbersome under the parthodhiced competitive
conditions. Hospitals that have united to form rarks, only do so in the
politically determined region, to form maximum phiasing groups. Main-
taining and securing workplaces is here often titagry objective. Within

the region (municipality, district) instead of joig forces, the hospitals
compete with one another and also with privateisergroviders, so that
they can offer their core services optimised reigargrofits at a high qual-
ity level.

It is necessary that the hospitals are integratealthe holistic, patient-
oriented healthcare service, within a healthcagiore that is determined
by the state (in cooperation with the health insoea according to the
number of insured, accessibility and other serlggels.

Non-profit hospital

Typical for the non-profit hospital are:

1. Implementation potential for new strategic orieioiatamong private
hospitals

2. Regional limits regarding operator and funding

3. Very high quality in provision of services, withditional pastoral care
and benefits

4. Introversive needs orientation.

The content management in the non-profit hospitgdrimarily geared
to profit optimisation, in order to generate reverfor investments with
which the need orientation is then pursued. Alge tige operator (funding)
is the limiting factor. The operators are likewganised regionally. This
means that the same conditions exist as with théghiospitals as a socie-
tal conflict of objectives. In contrast to the pgoliospitals, the profit orien-
tation plays a greater role. As a result, netwaies already being estab-
lished that include a holistic healthcare servieekage of prevention, to
diagnosis, therapy to care and rehabilitation, dlgb training and child
care, in order to utilise the economies of scalawéeler, these networks or
associations also do not appear as healthcaredersvin a healthcare re-
gion, that means that they too do not focus onctire requirements of a
region, but rather compete with other clinics faatipnts, for newer
healthcare services etc. and are not integrateithanholistic, necessary
portfolio of the healthcare region with the headttecservices they offer.
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Figure 2. Action areas and their implementation-non-profispitals

Optimise profit
4

3

Quality management Industrialisation

Portfolio (regional) Need-orientation

notachieved
{partly)implemented
be effective

target achieved

T

Portfolio (content
Source: own research.
Private hospital

The private hospital is:

1. Optimized within itself

2. Has sufficient potential for transformation andrgamization due to the
good profit situation

3. Very high quality of healthcare service.

As a rule, it generates sufficient margins to mag&eessary investments
and as a private provider with a good profit sitwatvarious possibilities to
obtain the required funds (loans, leasing) on itentcial market. However,
here too the needs orientation is rather introvergihe portfolio manage-
ment is geared to market and revenue aspects amut @rientated to the
needs of the healthcare region. Results are mehsum@ deviations are
handled in quality management. This is necessabgtable to keep an eye
on the quality level whilst optimizing profits.

The private clinics also have the potential (finat)dut they do not act
sustainably in the sense of the healthcare regibvmather follow the prof-
its; however, there is not yet a respective (cdietd region described and
operated by a regional management.
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Figure 3. Action areas and their implementation-private htadgi

Optimise profit

Quality management Industrialisation

not achieved
(partly) implemented
be effective

Portfolio {content target achieved

B W N e

Source: own research

The clinic or the network, the limited company, tiading, the public
limited company optimises itself "within itself'rgie it functions as a cor-
poration. In contrast to the public hospitals, thaics must prove their
liquidity, since otherwise there is a threat ofdlngncy, operate profitably,
since they otherwise use up expenditure withoutaognent, generate
revenue in order to invest, plan and manage sicaigég in order to safe-
guard the long-term existence of the hospital. Tiais a direct effect on the
operative management, the operative targets andhhping of the rela-
tionship between principal and agent. The manadirggtor in the private
clinic as the agent will only be able to hold h@sipion if the targets of the
principal are also achieved. This creates the pressvhich leads to target-
oriented management.
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Discussion of the Results - Formulating
Recommendations for Action

The results of all three types of hospital are sogeosed and shown in
the hexagon (figure 4).

Figure 4. Action areas and their implementation-compare

Optimise profit

Quality management Industrialisation

Portfolio (regional) Need-orientation

not achieved

(partly) implemented
be effective

target achieved

H W N e

Portfolio (content N R
public

non-profit
privat
Source: own research.

It is clear to see that both the private hospitald also the no-profit
hospitals are better equipped to manage the negeasaasformation pro-
cess in the healthcare sector regarding their @sonomic orientation
than the public hospitals. The way ahead leadtataardisation and indus-
trialisation in order to utilise economies of scated scope and release re-
lated learning curve effects. These principles db meed to be "intro-
duced" but are rather shaped in the market.

The operators of the public and non-profit hospitalovide the frame-
work, the premise and so also set the limit forrdguired reorganisation. It
is not the management team on site that determimespective premise of
action in the hospitals, but rather the generaHditams, which in turn are
determined by the respective type of operator. fiaeagement in the es-
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tablishments thus depends on the respective cufindethe target objec-
tives of the operator. And this is not the necgsitbe profitable, since
until now there was no need to manage shortagkmgsas financial funds
can be topped up at any time, no cost awarenessangparency and no
sustainable economic and also social (for societg ahole) action. This
can be subsumed under the term: Soft Budget Cims8gndrome (Kor-

nai, 2009).

Kornai (2009) has analysed this phenomenon by usiagexample of
the health care system in Hungary and he labelldtki,soft budget con-
straint (SBC) syndrome*® versus “hard budgets”. lties: ,The appear-
ance of a SBC in the hospital sector is not pectdidiungary, or the post-
socialist region. It is propensity that necessaaibpears in all regions in-
cluding modern, democratically governed capitalisvhere state owner-
ship, state regulations, and state financing hamecgssarily great role to
play. Furthermore, it reproduces itself, retreatimgt resurging after a
time.” (Kornai, 2009, p. 133)

The effects of this system guideline can be desdrds follows:

— The enterprises develop somewhat of a “begging ahigyrit They know
that they have the support from the state (Held42@.75). The econ-
omy as the mayor force gets suspended (principseanfcity).

— Soft Limitations for budget distort competition. &ise of the fact that
the state secures the maintenance, enterprisesctanmfortable. Inno-
vation, optimization and product development aréomger decisive for
their survival (Held, 2014, p. 91).

— The support of permanently deficit enterprises gast sums.

— Because of a missing commitment of the enterpribese are also prof-
itless investments that are realised (D-M-Moddligatripont/ Maskin
1995).

All effects described by Kornai, can also be uraifor the German
health care system. Through interviews with expanis the scientific ob-
servation the same defects were detected (Held4,281.130-143). Soft
Limitations for budget which lead to a suspensibrihe economy in the
public hospitals are the fourth determinant. Rasate deficiencies in the
health care system that leads to entropy of thiesysThe term “deficien-
cies” does not mean there is a lack of somethinpeigdly, rather it is a
term we find in logistics (Junemann, 1989, p.18)erk is not the correct
amount of goods or services available at the riighe, at the right place
and in the adequate quality. Therefore, deficienoiehe health care mean
an under -coverage of the actual need of goodgieleties in services and
economic resources, a gap in supplies of goodssandkces, a gap in sup-
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plies of material and equipment, deficiencies inductivity (Held, 2014,
pp. 70).

The significance of an under -coverage of goodssamdices becomes
evident if one looks at the waiting time in hoslsiténttp://www.dkgev.de
/dkg.php/cat/62/title/Statistik), or if one takedd account that integrated,
personalized supply is only available in a cenvahtion-system. Further,
there is only a more and more fragmentary supplgred in rural areas,
which is not enough to offer all citizens the besssible supply with opti-
mal prices. A planning of locations for hospitaidine with accessibility of
primary care simply is not satisfactory. It is poissible to evaluate if 10 or
20 minutes to access the next hospital for the gmmeare is good or bad,
because a benchmark is missing. It would be moeslfuokto provide a
service catalogue and guarantee its contents (ednys to get to the next
specialist, n hours to get to the emergency doataninutes to get in touch
with the next doctor for example via an emergenatlite, n minutes re-
source-availability) which however is not possillihin the given struc-
tures.

A further significance of a deficiency is that thgtimal production fac-
tor is not encouraged, e.g. input of material armhpower but rather one
uses what is in place. This can be observed inifatspDeficiencies stimu-
lates hoarding. Deficiencies cause an excess effaperative administra-
tion and mislead to a neglect of perspective qaesttowards economic
development.

Deficiencies in the health care sector lead to laydef renewal and
modernization investments (e.g. investment botdkpheand also to a
lengthening of the transition of scientific, tectadi renewals (e.g. therapy,
medicine, innovative equipment) (Held, 2012, p.16®sults and insights
of scientific studies which are directly produceithin therapy are reserved
for those patients who are treated in medical eshifwww.kompetenzn
etze-medizin.de). Deficiencies cause extra houdsstack time simultane-
ously. A lot of doctors feel overburdened. One aiufiour works around 80
hours a week- with unforeseeable consequencebdgrdtient. “More than
48 working hours per week, in three out of fouresasf hospitalists, are
increasingly becoming a risk factor for patientafinwv.n24.de). Deficien-
cies further cause a tendency towards a self-suglye health companies
and inhibit the creation of rational relationshipgerms of division of la-
bour (Held, 2014, pp. 95-104; Phoehler, 2010). Maind competition-
based elements are introduced with the market hewbging unable to
function with all its rules (Boehlkest al, 2009). What are missing are real
prices, market players and concrete buyers foséneices offered, and to
be able to choose between them respectively, ttiuslacompetition. The
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competition that is created through the compensatistem is not going
into the right direction. It is not healthinesssagh that is being promoted
but rather sickness. One could speak of a “fight"datients (Held, 2012,
pp.147-148).

One can conclude that the survival of the curresiip health care sec-
tor does not depend on efficiency, innovation affdcéveness, because
the financial funds are not limited (financing thgh debts). 19 percent of
all public hospitals are bankrupt if measured asgkased by economically
criteria, 51 percent make losses (www.dki.de; Keatlausbarometer
2012), to which all university hospitals belong (tewvw.vdek.com). The
reason for it can be found in the principle of s@grwhich is the basic
principle for economic behaviour but which is naistent in this case
(SBC). Alternatively, this system also means tlwaiad working potential
is lying idle while needs are not met pleased. ke work (because there
are unlimited needs e.g. research, gain of insiglat®, education, preven-
tion, art and culture) is present, but it is natdar at the moment meaning
that a lot of products, goods and services areuderd from the market- a
fact which was already absorbed from the economlytla@ economic theo-
ry and was discussed under the term “shared valsed new concept for
the industry and the corporate sector (Porter &iég 2011).

As for the governmental regulation system, the lagn of the market
also shows its limits. A major force of the markebnomy is the utilization
of capital, while all other forces are subsidiadgcording to Schumpeter
and aimed at market realization, each innovatidmaised upon this funda-
mental drive. The utility of a product is determdnby the buyer on the
market and is individual and concrete at any tiE@nomical thinking and
behaviour are the fundaments of the market econding.public sectors'
major force in the utilization of capital indireglleads to the satisfaction of
individual needs (what can be stressed, weakenednaanipulable respec-
tively through marketing). Even less distinct aadeaker than the focus
on a direct satisfaction of individual needs, thisréhe possibility of the
public sector to focus on societal needs (e.gasadility, health care etc.).
Although societal responsibility is accepted astrang image-factor for
private enterprises, it is not a major force ahstampared to the efficient
utilization of capital. The extreme value of thermmrate sector, being
based on the maximization of the realization ofitedpeventually is the
product of limited personal needs (market satundtibmited availability
of resources which allows the production for mai@¢quate prices. Strive
for efficiency leads to a progressive edging ofeaside from the value
creation process (not because of reasons of réitigna
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Each hospital requires the respective "freedonshiape the integrative
portfolio management to manage the relevant areatanning (e.g. medi-
cal procedures, resources, products, business)aredsr the aspects of
risk, growth and revenue. The market economy isotilg way to drive the
efficiencies in the directly efficient design ofettprovision of healthcare
services. This means that the establishments that Wwitherto state-run
must be privatised with the related consequentesyisk of insolvency.
Management will act accordingly only when the htapihave to behave
under the market terms.

The next figure shows that there is space for aréubealthcare service
system that acts on the market without planned @oamn guidelines, in
which each individual healthcare provider can paéte, according to the
quality specifications of the state regulatory body

Figure 5. Healthcare region and hospital care offering
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Market economy is not the most suitable system wheomes to shap-
ing society. This applies especially to the heatbsystem as a whole. The
conditions required to ensure that the healthcgstem to be created is
sustainable, would therefore be for the state terdene the healthcare
regions, but not according to electoral calculatiorierritorial aspects but
rather according to the number of patients, ag¢hefpatients, mobility
options (infrastructure, such as motorway, railwaiyport, etc.) and then
advertise for bids from the healthcare service igere. The healthcare
system will be organised as a mixture between nankd hierarchy. Pub-
lic Governance appears in the form of a state e¢guyt body which pos-
sesses as a hierarchy and so as a positional #éytbheer sanctions and
rewards and which checks the provision of the sesjias well as defines
rules for the healthcare market, such as e.g. idgficare corridors for the
patients.

The Institute for Quality and Efficiency in the Hibgare Systems will
be introduced here as an example. Since its fognidir2004, the legisla-
tive principles and tasks of the institute havenbeachored in the Sozi-
algesetzbuch V [German social security stature baoid have been
amended and expanded in further healthcare refofims.only initiators
are the Gemeinsame Bundesausschuss (G-BA) [GeromainGovernment
Committee] and the [German] Ministry of Health. Ttasks of the inde-
pendent scientific institute are to investigatedftrand damage of medical
measures for patients, to provide information andbvantages and disad-
vantages of therapies and diagnosis methods apdnerexpert reports on,
for example: medicines, non-medicinal treatmenthoes$ (e.g. surgery
methods), procedures of diagnosis and screeningeisas treatment and
care guidelines and Disease Management Programs.

Alongside the monitoring of quality for the prowsi of healthcare ser-
vices, the service and profitability for the citi¢patient must also be moni-
tored and regulated, whereby it is necessary tme&efppropriate service
levels for the citizen / patient and also definalgy standards and monitor
their observance by the healthcare providers angravhecessary impose
sanctions (e.g. revoke the business operatingd&@en

The supervisory board of the healthcare regionclwiig for example
made up of health insurance representatives, &@dimunicipal represent-
atives etc. is personalised and also bears persedalesponsibility. The
supervisory board has the possibility to adverfme bids to provide a
healthcare service in a healthcare region and deerarious healthcare
providers that now compete for Quality and Pridegurn, these providers
can merge to form large networks that act (effitjgnalso outside a
healthcare region and so also cross-regionally.cltieen is committed per
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contract to a healthcare provider for a definedogeof time (e.g. two
years). He has the possibility to freely selecbetar after comparing offers
(price and quality) and with a personal Case Marsdds side to support
and guide him.

Each hospital must then find its place within tlilwextised healthcare
region with an integrative portfolio managementaading to various stra-
tegic reference points and management perspecilives management of
the hospital from an isolation observation horizaises the risk of a diffi-
cult business situation. Today the following isuleged by the state; how
many beds the hospital may have, whether it is gfatthe basic-regular or
the maximum healthcare system, the revenues fdthibaege services ren-
dered are regulated by the state and the actueiroas does not appear as
a customer, he is even completely unaware of mdripeoprices for the
care and services provided, the health insurarscéhd actual negotiation
partner for the hospitals. They negotiate the casdshe prices. Following
the new model, the hospitals themselves decideerdiipg on the core
competence, which healthcare services they proundéhe integrated
healthcare system and with whom they cooperatechwhinancial model
they choose etc. The required healthcare, servidegaality standards are
defined and there is a direct customer, the patiehbo pays for the ser-
vices. (The prerequisite would be a health inswahat covers a defined
healthcare service corridor but does not condtnietpatient as the custom-
er). This requires, alongside the integrative plicfmanagement, innova-
tive service management to develop new business aned finally effec-
tive management with interdisciplinary supply clsaand also integrated
supply architecture. This in turn requires stanidattbn and industrialisa-
tion in order to provide the patient with persosatl medical care that is
affordable, highly modern and permits the healthgaovider to generate
the required profits. The prerequisite here wouwdtd include the entire
resource consumption into the price of the heafthsarvices, and not, as
is the case today, only to calculate the curreperges. Determining the
location of the hospital, in other words, the gisest'Where do | want to
go" can only be answered if the strategy, the \waye, is geared to busi-
ness.

It is therefore important that the hospital managetmises to the chal-
lenge of value innovation as a growth option usiegly defined benefits
from the point of view of different patient groupsd so develops new
areas for growth for itself. The prerequisite heorild be that the incentive
structure in the healthcare system were turnednarand thus connected to
a radical, new definition of the business purpddaely then will new
growth areas be opened up for the hospital. $ulay growth in the hospi-
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tals means: Equipping hospitals, securing healéheasignments and bed
numbers, exploiting bed capacities and gainingepé&i that require the

most expensive operations possible. A reversahefimcentive structure

would lead to a change in the purpose definitiothef hospitals and from

then on the "Value of Health" and not longer thalé of Disease" would

be at the centre of the entrepreneurial activities.

Conclusions

The analysis has shown that the private hospitaigs are the only players
that have the necessary innovation resources andlad necessary market
pressure to be innovative. But, the negative camsaces of the dominance
of these private corporations have been descriGedernment hospitals

are arrested in their structures. An outdated ftenmodel, the soft budget
constraint, the corporatist system of organizatiod lack of entrepreneur-
ship are the main causes of the defects in puldgpitals. All described

elements tend to cause an erosion of the corppratganized health care
sector on its way to classical bankruptcy and towar private system with-
in the scope of service provision while preserving model of a solidary

health insurance financing. Here, the state keepdigappearing from in-

vestment financing of the hospitals. The employedstribution regarding

health insurance, locked up through the politieadision- makers, allocates
the rising costs to the insurant even greater.

Simultaneously, the growing offer of direct and reable health care
services is only partly paid by the insurance. Stgstep, the patient be-
comes the financier of the health care system suigsely leading to a
point where he is a player and customer in thetihealre market, thus puts
pressure on the system himself. The patient bectimeesubject rather than
being the object which means that he is put inpthetion where he is able
to make decisions rather than being the objecttioérostakeholders’ ac-
tions. More and more active patients demand for:

1. Transparency of information towards the playerdo(imation about
doctors in the internet and rankings of hospitaig) focus on his needs.

2. Transparency of performance/ quality ( therapy cost/ benefit evalua-
tion)

3. Cost- and efficiency transparency therapy -> béhedst evaluation).

It becomes evident that working competition recgitbe same basic
premises for all players. Therefore, they haveaadt and must be applied
nationally (antitrust law).
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On the contrary, a supply that fits the needs rbastriented on the dif-
fering social and local/regional needs, thus rexuit decentralized man-
agement (Bohm, 2008, p.74). The central questiobhsexjuently, is how
the three principles (1) an efficient and markeéwmted organized health
care sector, (2) the social principle of balancéhef public services in the
health care sector (3) and the local/ regionaltrabitity of the health care
services are organized and linked with each otBeneral problem solving
will only occur if management in the health caretseorientates itself on
the principles of "hard budgets". ,The entry of rgiate companies and
private capital must be combined with reinforcen@rgovernment regula-
tion and control.” (Kornai & Eggleston, 2001, Cgp‘The way must be
opened for the entry of non-state forms of owngxshinong other reasons
because there are improved changes of hardeninguthget constraint on
private business. It is desirable to have supmg-siompetition in the hos-
pital sector.” (Kornai, 2009, p.133) A first probie solving scenario for
the German regional health care supply was worketd (deld, 2014),
which has the citizen being a shareholder as itdgralepoint. Here, the
market in the form of a privately organized healtine service provision is
the mean (coordination tool) and a union or a stawkpany stands as the
medium. The following basic principles determines fcenario.

— Health is not a common good; supply of health aeeservice.
— The patient transforms from being the object intong the subject

(transparency/ service/ quality/ costs).

- Replacement of SBC (soft budget constraints) of déetral planning
with ,hard budgets".
— Industrialised service structures (Customer CarelivBry, Resource

Management) (Held, 2012, pp. 234-239).

The concrete forming of this model like for examle forming of pub-
lic governance, civil governance, the relationslisfribution and — mecha-
nisms need further evaluation, research and dissuss
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