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INTRODUCTION

Productivity, cost-containment and quality are the
buzzwords of the 80s. As the decade progressed industry
found | that a. sophisticated consumer and increased
competition, both foreign and domestic, has necesgsitated
an increased emphasis wupon quality. Manufacturing
industries bave been well aware of:the importance of
quality for some time, precipitated by the increased
foreign competition. The widespread emphasis upon
quality 1in other sectors of the economy has occurred
only recently.

This paper will deal with the emphasis upon
quality by management in gservice-related industries
today. Three service-related industries were selected
to study and compare: h7spitality, pharmaceutical, and
healthcare. The hospitality industry was identified due
to the dependence wupon the consumer. If the customer
does not perceive that he 1is receiving a quality
service/product then he will not return; the increased
competition has given him a choice. The pharmaceutical
industry was gselected becauge of the emphasis upon
quality in prescription drugs. This emphasis ig driven
as a result of not only regulatory requirements, but a
social obligation. The healthcare industry was
chosen due to the need for quality, the increased

competition, and the threat of increased regulation,

o




Each of the above industries are in different
stages of an emphasgis on quality. The hospitality
industry only rec;ntly has had to be concerned about the
‘quality® of the product offered. Ip the past the
consumer was at their mercy because they were the only
game in town. Now, with the increased digcretionary
income and leisure time, contrasted by the reduced
corporate travel expense accounts, hotels and motels
have had to become more competitive. The pharmaceutical
industry has eszsentially had the emphaazis on quality
legislated wupon them, 8o their renewed emphasis is a
result of the belief that quality is truly a method of
differentiation. The healthcare industry has always
been assumed to provide a quality product. Due to the
increased healthcare expenditures the industry is now
being examined with a microscope by payers in an effort
to reduce costs. As a result, and due to the increased
competition, the healthcare industry is looking at the

quality of the services provided, seeking to avoid more

regulation and to increase both market share and margin.

METHODOLOGY

One company for each of the above categories was

selected as an example to study. Each company was

studied for two consecutive -months. Initially each
company wag given the migsion statement of the residency

and the methodology by which the mission would be
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accomplished (Appendix 4). Each two month rotation
reflected not only what the resident wanted to achieve,
but the direction the company <chose (Appendix C, D,
and E). Unstructured interviaws were used extenzivaely,
‘formal briefings were condiucted and documents reviewed.
In order to be more objective in the evaluation, the
notes from each 7rotation were not reviewed until well
into the third rotation. This allowed the researcher to
focus more intensely on the experience. with each
individual company, to “feel® the environment and what
were the real agendas of the company.

In addition to the case studies of each of the
companies, an extensive review of literature was
accomplished (Appendix B). The depth of the literature
search was necessary in order to fully understand the
diverse backgrounds of the 1individuals and companies
being studied. The literature search focused on two
areas: quality in management theory and quality
assurance. Both books and journals were reviewed.

The format of the cage study i3 the same for each
company: a brief history of the organization, the past
and present environment, a review of those areas
identiftied in the original methodology, and observations
of the researcher. Each case study also includes a
discussion of the good aspects of the organization and

areas of concern.




Following the case studies the three companies/
industries are reviewed and compared. It 1is really
interesting to note the similarities and dissimilarities
of these three very diverse organizations in three very
different environments.

It is difficult to conclude a thesis without
making specific recommendations, and this report will
not deviate from that practice. Aléhough this study was
brief, based on my observations and analysig, I believe
that I have wvalid conclusions that are applicable not

only to the studied industries/organization but others

as well. “The more things change, the more they are the
same."* A truism perhaps, but one. that my thesis
affirms.

ks Alphonse Karr, Les Guepes, January 1849, vi.
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INTRODUCTION

Quality igs not only a health care concern,
industry haz been 3struggling with‘ qua.ity control and
the need for increased productivity throughout the
twentieth century. Although there are many
dissimilarities between quality assurance in health care
and quality control in industry, the problems iiherent
in the conceptualizing and effective implementacion of
these programs appear to be relatively similar.

Historically concerns with quality were relegated
to the quality agssurance department (or nurging) in
hospitals or to the -quality control ingpectors in
industry. Only in the past decade in the United States
has there been an increase in the number of departments
that were felt to have an impact wupon quality. This
literature review focuses upon not only what hospitals
have been doing in the area of quality assurance, but
what service industry hag been doing in the area of
quality control. In addition, books and articles were
reviewed which had an emphasis on management’s focus on
quality in both the health care and service industries.
Although technically probably not considered literature,
audio and video cassettas on the gsubject of

quality/management were algo included in the review.
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QUALITY ASSURANCE

Although quality of care has always been a concern
of +the health care industry, its importance has been
magnified by an increased emph~gig by the Joint
Commission on Accreditation of Healthcare Organizations,
and public outcry as a result of perceived diminution of
quality of care resulting from various cost containment
programs. As a result, the literature abounds. This is
a review of the literature that has been written, not
only recent endeavors, but classic tomes.

The books and articles reviewed vary in scope,
topicg included: research into patient behavior, quality
medical records, different methods of assessing quality,
the integration of quality agsurance and risk
management, multi-hogpital systems, ambulatory care, and
theoretical abstractiong. The importance of thiz gcope
of review is to gain an historical and in-depth
perspective of the sgstate of quality asgurance/risk

management and the ultimate goal: quality health care.

Implications:

In a little over a decade the books on the topic
of quality agssurance have undergone a transition from
‘what-ig” quality asgsurance and “how-to" establish
programs, to an awareness that quality assurance is more

than simply one more program required by a reviewing or




payer agency. Quality assurance, or perhaps more aptly
stated ‘quality®, has become a key concern to the top
management in health care organizations today.

Unfortunately, some of this impetus for quality
toda, by management appears to be based primarily upon
the concern that third party payers are becoming more
vigilant abcut insuring that they are getting a good
value. Although some might argue that any attention is
good, regardless of the motive, attention on gquality
based upon trying to cut cost; may have serious
consequences. Not only will the medical staff and
employees resist the quality assurance program, patients
and payers will be suspicious of a program that has asa
part of 1its goals cost containment. As both the
management and quality literature indicates, an emphasis
on quality will have the degired effect of cost
reduction simply by focusing on quality.

Although the literature covers many topics, there
igs one area that {3 almost blatantly avoided. No one
seems to want to touch the topic of how to get the
medical staff to buy into quality assurance. The
books/articles emphasize the necessity of getting a
commitment from top management and the medical staff but
spend the majority of the time on top management,
Without a commitment from the medical staff, quality
agsurance will be digeased, with the prescription
written by non-medical staff personnel, most probably

the federal government.




UALITY/MANAGEMENT

From Crosby, Peters and Waterman to Deming,
Feigenbaum, and Juran, it is interesting to note that
the theme in the management literature is a focus on the
need f{or top management to become committed to quality.
Once there is a commitment to quality, the other pieces,
cost and productivity, fall 1into place. (At least
according to the 1literature.) Prevention is a theme,
not just inspection. Companies have (found that "it
costs legs to do it right the firsgst time,® rather than
to spend money trying to fix the problem. 1In addition,
the focus seems to be on the customer. You need to
determine what the customer wants, and deliver it to
him. Unmet expectations are devastating to the
customer’'s perceptions of quality.

The quality/management literature reviewed ranged
from claszic textbooks to modern fables. Topics
included quality management , characteristics -of
excellent companies, characteristics of successful
leaders, hassle-free management, total quality control,
quality circles in service industrieg, and the increased
emphasis on gervice (in non-gervice industries). The
audio and video cassettes reviewed had a “how-to’

orientation., The topics were similar to those above.
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This extensive review was necessary in order to

understand the business environment -- past, present

and future.

Implications:

It was surprising to see how similar the themes
were in the literature. The common thread was a need
for attention to quality, to service, to the individual.

Businegses should -become lessgs rigid, less bureaucratic,

with a less complex hierarchy. In addition, industry
must adopt systems that allow for continuous
improvement. Examples would be customer/employee

surveys which provide a feedback mechanigm. Thege are
not short-term quick fixes. In many cases the models
being advocated require a large investment of time and
money. And above all, a commitment from top management.

Although there are many critics of Peters and
Waterman, most of the criticism seems to revolve around
the failures of gome of the companies they reviewed. 1In
reviewing the literature their concepts are not new.
The lesson seems to be that buginess really needs to
becoma very sensitive to changes in the environment, and
responsive. This is why the themes of an emphasisg on
quality, geprvice, and listening to the customer have
become so attractive, and successful.

The biggest concern with the quality/management

literature is that it all sounds too easy, too good to




be true. Thig is even more so in the audio and vidae

cassettes. Everyone is a guru, and in order to be

succesaful a business must buy into the total program.
| It ia easy to 3ee how bugsinesses could become
disenchanted because their company doean't achieve
everything that the guru promigzed. Like anything else,
if it looks too easy, and to good to be\ true, it
probably is. What buginesses must realize isg that each
business is different, and even parts of their business
may be different. One program may not gsolve all the
problems, or allow for the desired continuous
improvement. Although more difficult, businesses need
to be more discriminating and cull through the gurus,
and their programs, adopting those aspects that apply to

their business and rejecting the others.

10
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CONCLUSION

The health care system has been focusing on a
retrogspective view of quality assurance. The emphasis
also has been on cost at the expense of quality. Health
care management still has the opinion that quality
assurance costs money, and doesan’'t want to spend money
on a non-revenue generating area. According to
management literature, the health care industry has the
cart before the horse. The only way health care isg
going to make money in the long run is if quality is
ensured.

When the management literature concerning
customers is applied to the health care system and
patients it seems to be saying is thaé if you give the
customer what it wants: timely appointments, courtesy,
respect, thorough explanation of the diagnosis, an
explanation of the process that will be undertaken, an
explanation about some of the constraints under which
the physician (etc.) is operating, then the
customor/patiqnt' will be more likely +to accept the
service rendered as a quality service. It is when the
customer/ patient’s expectations are not met, in many
cages due to the provider promising more than could be
delivered, that the customer/patient's perception of

quality isg diminighed. We must learn what the
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customer/patient wants, educate the cuftomer/patient to
what can be delivered, and not promise more than can b2
achieved.

Along the same lines, quality may be delivered at
various costs. If the public is not willing to bear the
cost of the highest quality of health care than we must
find what level of quality health care they are will to
pay for. At this time Americans believe that health
care 1is a right, not a privilege. They also believe
that everyone is entitled to the same level of health
care. In other countries there are two levels of health
care: the quality of health care provided by the state,
and the health care that the individual must pay for
himself. Americans probably are not willing to accept
that system; it goes against our beliefs that "all men
are created equal, entitled to 1life, 1liberty and the
pursuit of happiness.’

Although management literature only very
sporadically mentions the health care industry, more and
more health care literature seems to be referring to
management concepts. Hospital Corporation of America
even plans to gtudy the manufacturing industry to
determine what &uality control concepts can be applied
to health care! The health care industry is no longer
considered exempt from the rules that apply to the
buginegs community. And if we're going to be playing by
their rules, we'd better learn how to play the game if

we're going to survive.

12

b el "‘::1"’*‘ 7-—1“‘ Z




CHAPTER 3

STOUFFER DAYTON PLAZA HOTEL
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INTRODUCTION

Stouffer Dayton Plaza Hotel was selected as a
repregentative of the hospitality indugtry because it is
a relatively small hotel with a reputation for high
quality. Due %o my relative lack of knowledge of the
indugstry it wags felt that a amall hotel would be easzier
to study. All the items referenced in this chapter are
contained in Appendix C.

Prior to my arrival at Stouffer's the Executive
Committee met and arranged a tentative sgchedule
g0 that I would be exposed to all areas of the hotel,
and all shifts. The residency was very f}exible, the
schedule (C,1-2) reflects the actual rotations. As
might be expected in the hospitality: industry, I was
made to feel very welcome. I was given the opportunity
to observe and interview wage and gsalaried employees,

executive and middle managers, and supervigors. In

addition, while I wag at Stouffer's the annual General -

Managers' Conference was held at the Dayton Plazz so I
wag able to talk with employees from the headquarters.
The tfollowing analysis igs based upon my observations

during January-February 1988.
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HISTORY AND ENVIRONMENT

Stouffer Dayton Plaza Hotel 1is located in Dayton,
Ohio, a city with a population or approximately 200,000.
Major employers in this area include General Motors,
Dayco, Mead, NCR, and the Air Force. Wright State
University and the University of Dayton are also located
in the Dayton area. Stouffer's is situated in downtown
Dayton; the major access ig via Interstate 75.

Stouffer Dayton Plaza Hotel was built in 1976. At
the time it was the only luxury hotel in the area and
was located across the street from the Dayton Convention
Centenr. In addition to -having many convention guests
and functions, the hotel enjoyed a substantial market
share of business travelers, governﬁent employees and
contractors. The Marriott Hotel was built in 1981. As
might be expected, by 1988 the area has many additional
hotels and now has an over supply of hotel beds.

Although increasged competition has aftfected
Stouffer's, there were two other events that occurred in
the 1986-1988 time frame that probably had a more
deleterious impact. In 1986 the Government Accounting
Office published a study that indicated contractors were
billing the government excessively fo» business trips
related to their contracts, As a result, contractors
were only allowed to bill the government the same amount

that the government employees were allowed to spend on

14
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business tripg. If the contragtor wanted hizg employeas
to stay at a more expensive hotel, or have more expense
money, the contractor would have to pay the difference.
The effect on Stouffer's was either to accept the
government per diem, or potentially lose the business.

The second event that adversely affected Stouffer's
was the renovation of the Dayton Convention Center. The
renovation took longer than forecast, regulting in a
logs of business due to many conventions choosging to go
elgewhere. Thig in turn resulted in a loss of busgsiness
by Stoufter's.

Stouffer Dayton Plaza Hotel i3 owned by Stouftfer
Hotel and Resorts, a subsidiary of the Nestle Alimentana
S.A., a world-wide conglomerate, devoted to all agpects
of the food industry and based in Vevey,
Switzerland. The Stouffer’s headquarters ig located in
Solon, ‘Ohio; the president is William N. Hulett.
Stouffer Dayton Plaza Hotel ig one of 31 hotels and
regorts, the corporate goal is to expand to 50 hotels
and resorts by 1990. Mogt of the newer hotels are
located near airports or in resgort locations. The
Dayton Maza ig one of the smaller properties with fewer
than 300 rooms. Although Stouffer hotels generally are
not located downtown, in Dayton the Stouffer hotel has
the advantage of being the only full-gervice hotel in

the downtown area. J
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Stouffer Dayton Plaza Hotel operated at a logs in
1987. The general manager retired at the end of 1987,
opening the way for a new general manager to turn the
Dayton Plaza Hotel aréund in 1988. In January 1988 the
Dayton Plaza Hotel's renovation was completed, allowing
it to be the host for the Stouffer Hotel and Regorts

General Manager Conference.

ORGANIZATION REVIEW

MISSION:

The Dayton Plaza Hotel did not have a written
mission statement other than the corporate misgsion
statement (C,3). The statement references the desire to
own and operate quality hotels, to provide value to
guests through congigtent gservice and expertise, and %o
provide a fair return on their investment. Although the
mission statement does not seem to stress the importance
of the guest, the employee handbook does addresas this
agpect (Cl9). Based on interviews with wvarious
employees when queried aza to the miggsion of the hotel,

service and profit were considered the prime motivation.

ORGANIZATION:

The organization chart from 1987 (C,4) and from

1988 (C,5) were both included in this review. Simply

16
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based on the actual appearance of the chart, +the 1987
chart seems to be more horizontal and tlatter than the
1988 chart. Practically speaking thigs may not be the
case. What did occur in 1988 i3 a reduction in the
number of salaried employees as reflected 1in the
organization chart, and a reorganization of several
departments. A new position, Director of Sales and
Marketing was established, adding another layer of
management to that department. On the rooms side of the
organization, the sgenior asgsiztant manager became

respongible for both engineering and security after the

resignation of the chief engineer.

There had been a significant turnover (over 50%) in
the =salaried <=taff during the past year, so it was
difficult to determine exactly what was the gstatus of
the organization structure. Especially since the new

general manager had been there less than a month when I

began. The =2enior agsgistant manager had one of the
longest tenurez at the hotel, along with the house-
keeping manager (approximately 10 yeara). The food and
beveraga manager, catering manager, and controller had
all been there legz than three years. The director of
sales and marketing, the banquet service manager, the
two catering sales managers, and the director of

personnel had all been there less than a year (most less
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than six months). Although the hospitality industry is
trangitory in nature, this turnover in key positions

appeare to be higher than normal.

COMMITTEE STRUCTURE:

The Stouffer Dayton Plaza Hotel does not have many
standing committees. The Executive Committee meeta on a
weekly basis and is composed of the general manager,
senior assistant manager, personnel manager, food and
beverage manager, director of gsales and marketing, and
the controller. This is basically a key staff meeting,
allowing a means of communication between the general
manager and the senior managers. A bi-monthly staff
meeting offers a similar opportunity for communication
and includes all salaried employees. The dittferent
sections report key statistics at thig meeting, and the
general manager ig given the opportunity to convey his
message to the direct reports of hisg genior managers,

The third standing meeting at Stouffer’'s is the
quarterly team meeting. This is a meeting for all
employeez. The deneral manager gives a pep talk,
employees are recognized for their achievements, and pay
checks are handed out at the end of the meeting. As
with many employee meetings., attendance is not mandatory

and therefore not very good.

18
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Although not standing hotel-wide committee meetinga
there are other systematic meetings within the hotel.
Every morning at 8:00 there is a meeting to go over
business figures and forecasts. This includes the
senior assistant manager, marketing, and reservations.
There is also a weekly meeting between marketing and
catering to assure that operations are working smoothly.
Department meetings and meetings between departments are
held on an as needed basis. 1In November 1987, based on
a concern about the high turnover, and low morale of
salaried employees, a quality of life committee wasg
established. Perhaps because of lack of guidance the
committee became a gripe forum. While I was at

Stouffer's the committee wag no longer functioning.

EMPLOYEE APPRAISAL SYSTEM:

Employees are evaluated on an annual basis for wage
grade and a semi-annual basgis for sgalary employees.
There are separate formg for wage (C,8) and salary
(C,12) employees. The system for wage employees is
objective in that it ties the job desgcription to the
elements upon which the employee is being appraised. It
also gives a good opportunity for communication and
employee development.

The salary appraisal i3 conducted every gix months.
In addition to being an appraisal. of performance,

incentive bonuses are tied to the appraisal. Section A
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(c,12) evaluates the job responsibility description to
determine whether it 1is being accomplished, and an
assessment of the work performed. There do ﬁot appear
to be any specific objective elements upon which the
individual 1is being assessed. Section B (C,13) 1is an
evaluation of management performance. This ig tied
basically to performance behaviors and therefore is
somewhat subjective. Section C (C,14) is an evaluation
of whether the employee meets the objectives that he/she
get for the rating period. This i3 the most objective
area of the appraisal, and fortunately carries more
welght than the other sections individually. The
importance of this evaluation can not be underestimated
gsince it ig forwarded to the Corporate Human Resources
Department.

Although both appraisals do allow for communication
between the employee and his/her supervisor, the wage
appraisal is clearly the more objective form, and less
subject to discrimination. It ig difficult to set
objective gtandards for management employees, but it

ig necessary.

INCENTIVE/REWARD SYSTEM:

In addition to the incentive bonus referenced above
tor gsalary employees, Stouftfer’'s has various other
methods for recognizing employees and rewarding then

(C,20-22). In addition to the employee of the month
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award, there are awards for anniversaries and length of
service. One of the most important awards is the Vernon
Stouffer Award. Each hotel selects the one employee
(wage or salary) who best exemplifies dedication to the
guest and the community. The corporate office than
selects the winner who nreceives a $500 award and a
two-week trip (C,34-35).

Employee benefites in addition to health insurance
include complimentary rooms, a discount on food and
bevarage, health club membership, parking, laundry and
dry cleaning services, and one meal per work day.
Eligibility for some of the various benefits 1is
dependent upon job clasgitfication and length of service.
Other motivational tools are the annual Christmas party
and picnic.

One item that is not a part of the incentive system
for wage employees 18 compensation. This 1is ©based
strictly on length of service and job clasgsgsification.
Annually a wage survey is conducted to determine whether
Stouffer's wage sgcale is competitive with other similar
employers. Although Stouffer's policy is to pay top
dollar 4in the area for each job category, after three
years of employment in a particular job clagsification
the employee reaches the top of the pay scale. The only
pay increase the employee will receive after that point

ig the annual wage re-valuation, if there is one,

21
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QUALITY CONTROL METHODS:

The .quality control methods utilized by Stouffer's

are quite limited and bagic. Inspection’is the most
widely uged technique, and generally involves
supervisors checking their employeesg work, and

correcting discrepancies. One form that was actively
used was in the salies department (C,23). This form
tracked the business that the =sales manager was
generating and allowed the directors of the department
to keep cloger track of what the employee was doing.
This was algo tied directly into the objectives upon
which the employee wag being appraised.

Training is quite 1limited. In mogt areas the
senior employee on the shift is given the responsibility
for training a new employee. There are very few
checklists, training generally involves simply following
the trainer and observation. Although the hotel does
have a few training filme, these are rarely used, nor
are the volumes of operating guidelines generated by the
corporate office. In addition to the lack of training
for the wage employee, training for the managers is
almost nonexistent. The exception to this ig corporate
meetings that are held for the major department heads
annually.

Although training on the techniques of doing the
job is quite limited, over the past two years the

corporate office has gotten very involved in training
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employees to provide good ‘“service'. In 1986 the
"Feelings® program was conducted at selected hotels,
including the Stouffer Dayton Plaza. The program, a
series of group sesgsions with a group leader, video
vignettes, work books and discussions, encompassed
training employees to treat everyone as an individual,
not a ‘“thing’'. Topicg included: feeling good about
yourself, value the quality of your work, doing more
than the minimum for others, the language of positive
stroking, and the art of making customers happy. The
feedback from the wage employees was pogitive. The
program was full of gimmicks, and senior employees and
managers felt it was demeaning. After the training was
completed and the program had been in_place for about 3
months it was digcontinued. The coréorate office had
found another program, "The Spirit of Hospitality~
(C,27), 1t liked better. Although the videos and other
materials had arrived, the new program had still not
been initiated while I was there.

Although -quality control methods within the hotel
were limited in nature and scope, Stouffer's did
maintain mechanisms to monitor the guest/customer. The
sales d.partmon% mailed an evaluation form (C,24) to
individuals/groups that held a function at the hotel.

In each hotel room there was a questionnaire (C,25) f{for
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the guest Lo return, evaluabting various azpects of their
stay. Both these forms are evaluated by the respective

areas, and corrective action taken if necessary.

COMMUNICATION SYSTEM:

In addition to the committee gsystem detailed above,
Stouffer Dayton Plaza Hotel follows a fairly structured
chain of command communication system. The general
manager uses written memos to communicate with his
senior managers.

The employee handbook (C,16-19) 1is given to all
employees and is used as a method to communicate the
basic rules and philosophy of the Stouffer Dayton Plaza
Hotel. A one-day orientation is c¢conducted by the

personnel department and offers another means of

.communicating to new employees.

An employee newsletter (C,27-28) is printed monthly
and distributed with paychecks on the last Friday of the
month. The newsletter provides not only information
about the hotel, but acts as an education tool, and as a

means of recognizing employees.

Quarterly, Impresgions magazine (C,29-38) is

published by the corporate office in Solon, Ohio. This

magazine recognizes achievements by individuals
throughout the organization, in addition to providing
news about what the corporate office and other hotels

are doing.
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DISCUSSION OF OBSERVATIONS

QUALITY MONITORS:

I was very disaprointed with my observations of the
way in which Stouffer’'s monitored the quality of the
service it provided. Because I was allowed to talk with
all employees and observe areas that normally would not
be accessible, perhaps I saw. too much. Another
disadvantage was that business overall was slow because
of the time of year. But nonetheless, there were few
monitors of quality, especially within the hotel as the
service was being delivered. The monitors were
typically retrospective, as described above under
quality control methods, too late to £emedy the problem
for that particular guest.

The managers had an 1inherent difficulty in
developing monitors for their departments due to their
lack of training and lack of time. A consequence of the
reduction in labor costs was that many managers were
working the {ront line, not supervising operations.
Although the wage employees may have felt some concern
because of their reduced working hours, there was

considerably more tension among the senior staff, whose
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very jobs might be at stake. With this type of tension,
quality monitors took a back seat to <concerns over
meeting projected budgets.

Another problem in developing quality control
methods is due to the lack of standardized training
methods. Since the trainer of each new employee in a
department was not necessarily the same person, the
technique wutilized in doing the job might not be the
same. The reduction in management staff increased the

span of control of individuals, but again their lack of

training was detrimental to their ability to succeed.

QUALITY EMPHASIS:

The Stouffer literature contains a lot of rhetoric
about the importance of providing quality service, and
the importance of the guest, Although there were
exceptions, what I generally observed was wage employees
attempting to provide quality service, while management
struggled with the bottom line. In my discussions with
various employees, I definitely got the impression that
they felt that the missioh of Stouffer's was to provide
the best posgsible service to the guest. Although most
employees acknowledged the importance of making a
profit, they did not feel that it conflicted with
providing quality service.

Although senior management may talk about quality,

the lack of effective monitors hinders their ability to
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really meotivakte the amployees to deliver the qual:ity
service that is the hallmark of the organization. If
senior management doesn't do more than talk about
quality and service, soon the employees will obsgerve
this lack of commitment.

This lack of commitment was one of +the major
compiaints about the °‘Feelings®' program. Most of the
wage employees I spoke with liked the program, what they
didn't appreciate was the lack of commitment by
management, They objected to management simply ending
the program essentially without explanation. Another
bone of contention was that the program talked about
treating people like individualsg, the employees didn't

feel that management was practicing what it was

preaching.

RELATIONSHIP OF QUALITY, COST AND PRODUCTIVITY:

During my period of observation there was a
definite emphasis on cost and productivity over quality,
with the exception of the period of the general managers
conference. Employee hours were reduced, and key
employees were not replaced. 1In one case, the decision
was made to eliminate the daytime security guard,
despite the potential impact on guest and employee
safety. Another ingstance of a reduction in service was
the advisement by the.general manager to the staff not

to publicize limousine service. If requested, and a
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driver was available, it would be provided, bubt 1%
should not be advertised. This is in defirite conflict
with all the literature that Stouffer’'s generates, and
demonstrates the seriousness of the gituation the Dayion
Plaza Hotel was facing at that time.

One serious problem that I observed involved the
purchase of supplies. During this period the general
manager required all purchase orders to be signed by
him, no matter how small the amount. Although perhaps
it w;é necegsary to wontrol costs, it had a definite
impact on the speed with which purchases were made, and
consequently had a potential adverse impact on the
quality of the service provided.

Employee complaints were generally not directed at
the low number of hours and resulting paycheck, but more
to a lack of training, effective supervision and
inadequate resources to do the Jjob. In essence,
although they believed that Stouffer's stood for quality
service, they individually didn’'t feel that they were

being given the resources to provide that service.

MOTIVATION TECHNIQUES:
Despite the  reduction in some employees’ hours, and

the increage in working hours of salaried employees to

make up for this, an effort was being made to motivate

employees. A very energetic personnel manager had been

hired with a lot of new ideas on how to “gervice® the
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employees. The general manager held A t2am meebting to
introduce himgelf prior to the Stouffer General
Manager's Conference (one month after he had arrived).
In addition, at staff meetings he gtressed the
importance of the front-line employees to the success of
the hotel.

The new personnel director also indicated that he
intended to get more involved in the +training of both
wage employees and managers. He felt that communication

with the employees, treating them as individuals, and

giving them the tools to do their jobs better would be-

the most positive motivational techniques he could use
at this time.

Although there wag a definite problem in motivation
at the time I was there, it mainly stemmed from a lack
of communication. Too many people, both wage and
salary, felt that they didn’'t know what was going on in
the hotel from one day to the next. This concern was
not on%y for day to day operations, but for longer range
plans. Individuals also felt that there was really no
forum available for their concerns.

The apparent lack of promotion potential wasg
another problem surfaced during this period. Although
Stouffer's stresses promotion from within, promotions
seemed not only to be from outside the local hotel, but
from outside the Stouffer’'s chain. This obviousgly had

an adverse impact upon individuals who were being asked
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to work very long hours. Promotion from within is an
effective motivation tool, but only if management

follows through on the commitment.

RECOMMENDATIONS

Prior to making recommendations I do want to state
that I found most of the employees and managers to be
very committed to providing ‘Stouffer®' service. Despite
long hours and low wages they really seemed to be
inspired by their work. The employees felt that the
benefits were good, and the working conditions were
better than most sectors of the hospitality industry.
This belief came not only from novices, but individuals
who had worked in other prestigious hotel chains.

Based upon my brief regidency at the Stouffer
Dayton Plaza Hotel I would make the following
recommendationg for actions that should be taken to
improve the quality of the service provided, and the
quality of life for the employees providing the service.
These recommendations are not in order of importance and

are not all-inclusive,

MISSION:
Although the employees seem to recognize that at least

part of the misgssion of the Stouffer Dayton Plaza Hotel
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ig to provids quality #ervice, it i@ noY explicitly
stated anywhere, and should be. Even the corporate
misgion i3 not widely publicized. In addition to a
mission statement specifically for the Dayton Plaza
Hotel, a statement of core values would be beneficlal.
Whereas the mission statement could be devised by the
executive committee, it would be preferable that the
value statement be written by a task force of wage and
salary employees. This statement of values would help
bring the organization together, to get the separate
individuals and departments to realize what the common

goals and guidelines are, and cooperate to achieve them.

TRAINING:

More in depth training is an absolute necessity, both to
insure quality service and to motivate the employees.
Although it would be preferable if each department
designated a specific trainer, this may not be
practical. A training manual for each department should
be written, and a3gpecific time tables for achieving
certain levels of expertise. One thought would be to
have the employees who are actually doing the job help
to draft the manual. These are the people who are
actually doing the job, and know what ,needs to be

taught in order to satisfy the job requirements. This

would also involve the employees more in the training

program so that they have a vested interest in its
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success. By involving the amployees more, and showing
that management feels that they have valuable input, the
end regult will be far greater than simply having well

trained employees.

MANAGEMENT TRAINING:

Management training is another area that is sadly
neglected. Most of the managers at Stouffer'sg have
worked up through the ranks and are good employees.
Unfortunately they haven't been given the tools to be
sood managers. Management training is expensive, but
less expengive than the logss of good employees and the
failure of potentially good managers. One gdource of
management training would be to look at the available
resources within the organization. Perhaps there are
individuals who have the necesgary expertise and could

design a training program to be accomplished on a

periodic, long-term basig. Other avenueg are local
professional organizations, materials from national
professional organizations, and 1local colleges. The

resources are thore, senior management must be committed

to making those resources available.

EMPLOYEE SURVYEY:
Although I talked with many people in the organization
and go! a good feel for the climate, I believe that an

employee survey of needs and attitudes 1is essential.
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Rather than go off{ half-cocked in%to A naw program o
improve morale etc., it would be better to wait and find
out what really is important to the people and dezign a
program to meet those needs. My recommendations are
based upon what I observed, my management training, and
what I thought I heard. A survey would reaffirm to the
employees that management really is committed to making
Stouffer's not only top of the line for éhg guests, but
for the employees also. The caveat of course is, don't
survey the employeez unless you really intend to act

upon the results.

EMPLOYEE CCMMITTEE:

The advantage of an employee committee ig that it
provides another avenue for communication. By an
employee committee I am not talking about simply a gripe
session. This would be a committee of volunteer or
elected representatives from the various departments,
Their job would be to act as a liaison between the wage
employees and management. They could also be given
respongibilities such as the annual picnic, gpecial fund
drives, etc. Althaugh by making the employee committee
golely lor wage employees this leaves some of the lower
ranking galaried employeeyg without a voice, hopefully

the management training and other recommendations will
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solve 4%his problem. The personnel! manager could be an
ex officio member, but the committee should le primarily

by and for the wage employees.

SUGGESTION BOX:

One method of encouraging employees to communicate is
through the wuse of a sugdestion box. One complaint
voiced by employees was that the suggestion box was only
for safety <concerns. By using the suggestion box
employeeg would have a forum for those ideas for
improvement, and concerns that might adversely affect
the quality of the service provided by the organization.
Obviously employees should be encouraged to voice thege

suggeztions to their supervisors, but the suggestion box

‘would open up another avenue for communication. If a

suggestion box is egtablighed, ig is essential that all

suggestions receive a response.

ORGANIZATION:

There were geveral instvances where the organization
chart seemed to conflict with the authority necessary
for an individual to perform the job. One case is the
hotel restaurant. The restaurant manager is primarily
responsible for the success of the regtaurant, but he
only has authority over the servers; the food
preparation, supplies, and even dishwashing 1is the

responsibility of the chef. Although the supremacy of a
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chef in a kitchen iz nunderstood, the restaurant

manager muat either be given more authority, o»r be held

less responsible. Another area where there are
conflicting responsibilities is that of sales, catering
and the banquet manager. Clearer lines of authority,

responsibility, and communication should be established.

COMMUNICATION:

As is often the case, communication was the root of
most other problems. -One simple 'solution would be for
the general manager to get the example for the rest of
his executive staff by spending more time walking around
the hotel and making himself visible to the employees.
It is easier to show a commitment to quality and service
if it 1is done in person on a regplar basis. Other
recommendations above, if adopted, would also enhance

communication.
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CHAPTER 4
MERRELL DOW

PHARMACEUTICALS INC




INTRODUCTION

Merrell Dow Pharmaceuticals Inc (MDPI) was selected
as a representative of +the pharmaceutical industry
lardely as a result of its location. The company was in
the local community, reducing the costs o: rarch. It
was not wuntil after ‘the residency b-.-a that I
discovered other advantages to studying this company.
All references can be found in Appendix D.

Prior to the residency I spent a day at Merrell Dow
talking with individuals about what I wanted to
accomplish during the study. Based on thig information
a task force was established +to get up a residency
schedule that would satisfy my requirements (D,1-11).
Although the residency was very organized, flexibility
was encouraged to ensure that my interests were being
met. Due to a concern over trade sgecrets I was
required to sign a confidentiality statement that
allowed MDPI to review all documents wused 1in this
thesis. Once that was =cigned I was given absolute
freedom to look at anything and talk with everyone in
the organization. 1In fact, I was encouraged to find the
‘warts”®.

The following analysis is based upon my

observationg during March-April 1988.
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HISTORY AND ENVIRONMENT

Merrell Dow Pharmaceuticals Inc. initially opened
its doors as a small apothecary shop with one employee
in Cincinnati Ohio in 1828. As the needs of the
community grew, the Wm. S. Merrell Company became a
regional supplier of medicine; at one time the catalog
carried approximately 2,000 items. The company was
family owned until 1938 when it was purchased by the
Vick Chemical Company. The corporgte name was changed
to Richardson-Merrell Inc. to honor the founders of both
companies.

In March 1981, the Dow Chemical Company acquired
the prescription pharmaceutical business ot
Richardson~-Merrell, known as . Merrell-National
Laboratories. By combining its existing pharmaceutical
business with the former Richardson-Merrell
pharmaceutical business, Dow created Merrell Dow
Pharmaceutical Inc., a gignificantly larger company
possessing the resources and capabilities to achieve
accelerated growth. Merrell Dow Pharmaceutical Inc.
is presently among the top twenty pharmaceutical
companies world-wide.

MDPI ig also involved in research and development;
the Merrell Dow Research Ingtitute is headquartered in
Cincinnati. There are four additional research

facilities in the United States and Europe. Merrell Dow
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employs approximately 5700 people world-wide 1n
research, sales and marketing, manufacturing, quality
operations and administration.

Ag can be weasily imagined the pharmaceutical
industry 1is a very competitive, high stake and high
profit business today. Since 1its acquisition by Dow,
MDPI has taken a very aggressive and proactive position
in the field. Among its goals 1is to become one of the
top ten pharmaceutical companies within the next five
years. Accordingly, MDPI is making major capital
expenditures to insure that the company is prepared for
success. In 1987 MDPI had over 1 billion dollars in

sales for the first time in its history.

ORGANIZATION REVIEW

MISSION:

The MDPI mission and objectives (D,12-13) stress
the importance of 1increasing market share and,
consequently, profits. Although the quality performance
program is mentioned, it is overshadowed by the emphasis
on gales and marketing. MDPI does have a saeparate
‘Commitment to Quality® (D,15), which echoes a sgimilar
gtatement made by Dow (D,16). 1In addition to these
quality statements, Merrell Dow Pharmaceuticals Inc.
adopted the Dow Core Values (D,14) in July 1986. Both

the Core Values and Commitment to Quality emphasgize
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the importance of +the employee and customer, and the

need for continuous -improvement in order to achieve

long-term success.

ORGANIZATION:

Merrell Dow Pharmaceuticals Inc., 1in keeping with
the Dow philosophy, attempts to maintain a flat organi-
zation (D,17). In my intérviews individuals stressed
the importance of having no mcre than three levels of
supervision between the most junior employee and the
president. Unfortunately, adherence to this policy
appeared to be the exception rather than the rule. The
violations occur due to the large spans of control of
top management and their immediate subordinates.

Although MDPI may not have achieved its goal of
a flat organization, it hag attempted to clean up the
lines of authority by restructuring the organization to
separate the prescription and over-the-counter
operations. Merrell Dow USA and Lakegide Pharmaceu-
ticals have become two separate companies under MDPI.
This allows each company to develop a more focused
approach to its market. Merrell Dow does provide some
support services to Lakeside, but the goal is to have
totally separate marketing and sales forces and as many
other support services as is economically feasgible.

The commitment to quality is very apparent in the

organization chart. Unlike many organizations, quality
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control (Quality Operationz at Merrell Dow) does not
report to the head of manufacturing (Operations). At
Merrell Dow Quality Operations iz at the same level as
Operations, both reporting directly to the president.
Another significant quality indicator is the establish-
ment of a Director of Quality Performance ( Quality
Advancement on the organization chart). The appointment
of a high achiever (D,95) to fill +this new position
further substantiates the commitment to quality of the

president and general manager of Merrell Dow U.S.A.

COMMITTEE STRUCTURE:

Standing committees and minutes are frowned upon at
Dow, and therefore Merrell Dow Pharmaceuticals Inc. does
not have many. This stems not rrom any edict from Dow,
but from the integration of Dow personnel into the
Merrell Dow organization over a period of time. What
Merrell Dow does encourage is working groups (task
forces) to resolve specific problems or projects. Thesge
groups are made up of people with specific expertise
from different functions. This matrix gtyle works well,
communication is enhanced.

Most of the committees that do exist are in the
area of operations and quality operations. Generally
the membership is comprised of individuals from both

functions. Again, the purpose is to enhance communi-
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cation betwesen those people who need to work together to
get the mission accomplished. I was amazed at how well
everyone appeared to work together. Comnittee
membership 1is also at the lowest level possible to get
the job done. In this way those people who really know
what's going on, and what the problems are, attend the
meeting and participate.

The safety meetings are the one type of meeting
that is mandatory and recurrent throughout the organiz-
ation. A safety monitor is appointed for each area and
is responsible for the meetings, additional guidance and
materials are provided by the safety office. Safety is
a critical area at Dow, and thig commitment to safety
has been adopted by Merrell Dow. In addition to the
safety meeting each area does hold office meetings as
required. These meetings are not held as often as is

really necegsary to enhance communication.

EMPLOYEE APPRAISAL SYSTEM:

All employees at Merrell Dow are appraised on an
annual bagis. There are different appraisal forms for
exempt (salary) and non-exempt (hourly wage). In

addition, each function can degign their own form (D,

~18-54). There are advantages to designing a form that

actually meets your area's needs 1ig attractive; in an

era of standardization, it'g very surprising.
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The forms do vary a great deal among the functions,
and between exempt and non-exempt. Marketing (D,18-23)
has a detailed guide for completing a job performance
review of non-exempt employees. Both the employee and
the supervisor are encouraged to actively participate
in the review and discusgion. In addition, the review
form offers the opportunity to establish developmentai

activitieg for the employee., The form itself does not

encourage an objective review (D,24-30). Although there
is a small space for comments, the reviewer is asked to
rate very generic categaries, encouraging subjectivity

by default. In contrast, the exempt form (D,31-35)

stresses goals and results, a dezcriptive review of
skill areas, a performance summary that includes
recommended action and a timetable, and future goals.

Although the exempt form i3 1less standardized, it
allows for a much more objective review.

The financial and business services appraisal forms
(D,36-44) took a sgimilar tact as marketing, but did
incorporate more use of actual standards related to the
individual's job in addition to the generic standards.
Operations and quality operations (D,45-51) used generic
standards on the non-exempt appraisal form, with one
additional page for a narrative gummary. An appraisal
form used at the research institute (D,952-54) again used

generic standards to review performance,
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Not surprisingly, the emphasisz of all the appraizal
forms was on doing a good job. The disadvantage of
using generic standards as they are presently designed
is that it encourages subjectivity. The performance
appraisgal, especially when tied to monetary awards, is
one place where subjectivity should be eliminated.
Using the {orm for development purposes and to document

future goals is excellent.

INCENTIVE/REWARD SYSTEM:
As mentioned above, the annual incentive award is

tied to the annual performance appraisal. Pay for

performance is based upon a forced distribution: 1:
exceptional (20%4), 2: good (75%), and 3: need to
improve (5%). Cash awards and salary increases are both

linked to the individual numerical rating.

Individuals are also eligible for special
achievement awards. These awards generally recognize
accomplishments that have a positive impact on the
bottom line, or make the organization better. The
recipient is awarded up to one month’'s salary; these
awards are not linked to the performance appraisal or
numerical rating.

Merrell Dow strives for both internal and external
equity in salary ranges. The HAY poin%t gystem is being
used to establish equity throughout the company. An

external survey of the best companies in the area is
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conducted twice a year to assure Merrell Dow maintains
competitive salary ranges. Unfortunately +this year in
Cincinnati the average wage scale decreased. Despite
the indication that a pay scale increaze wa3 not
merited, Merrell Dow showed ips appreciation by awarding
the non-exempt employees a cash bonus.

In addition to cash awards and salary increases,
non-monetary awards are encouraged. These awards are
not tied to the performance appraisal; they are
generally awarded for specific acts of achievement,
Financial and business services initiated +che PACER
(Partners Achieving Consistent Excellence) award, a peer
recognition program where individuals are nominated by
employees; a steering committee composed of exempt and
non-exempt employees selectgs the winner. Activities
that have been recognized include the development of a
new MIS system and exemplification of interpersonal
relationships by secretarial personnel.

Due to the @potential problems with attendance,
operations developed a perfect attendance award. Those
individuals who meet the criteria of having zero time
off during the year are honored at a special banquet and
receive a certificate. Another example of a non-
monetary award i3 the President’s Pin that the top sales

reps receive.
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QUALITY CONTROL METHODS:

Merrell Dow has over 100 people aszsigned %o insure
that the consumer receives a quality product. Their
respongibilities (D,75-77) range from inspection and
testing of raw materials, inspection of line operations,
inspection and testing of the product during production,
to review of documentation, resclution of problems,
development of computer systems, and audits. In
addition quality operations assists in the development
of new products and packaging (D,79). To put it
bluntly, quality control is in every aspect of Merrell
Dow's businesg.

In addition to inspection, Merrell Dow is creating
quality control mechanisms that will allow less
inspection but not jeopardize the integrity of the
product, By certifying vendors (D,78) of the materials
used in the productg, Merrell Dow will not have to test
and inspect all the materials, the vendor will already
have accomplished that in accordance with the raguired
gpecifications, The advantage to Merrell Dow 1is the
elimination of duplicate teating, +the advantage to the
vendor will be an increase in buziness.

Another innovation being considered iz a compuh-
erized batch product ' record (BFR). Thig dooument
accompanies the batch during production, providing an
audit trail. If there are any errors on the document

the product batch cannot be released for additional
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processing, packaging or distribution. If there are
e.rors they must be corrected manually, causing delays
of I .urs and days. Once computerized, entries could be
macde on-line, the BPR reviewed, and errors could be
corrected without the present time lag. Definitely an
idea whose time has come.

Quality control mechanisms are not limited to thosge
under the auspices of quality operations; every function
that I observed had mechanisms to help them insure %that
the mission was being accomplished appropriately.
Although some of this review 1is precipitated by
requirements of the Federal Drug Administration and
other governmental entities, much of it was not. This
was evidenced by the enlightened attitude of the people.
The quality control mechanisms were generally developed
by the people using them, and considered to be aids not
impediments to doing the job.

Merrell Dow has also taken a pro-active position
with the consumer. In addition to the sales representa-
tives acting as liaisons between the physician and the
company -- reporting both positive and adverse effects
-~ & toll-free number 1is imprinted on the 1label of
over-the-counter products to encouraging contact by the
consumer with Merrell Dow. This information ig acted

upon within set time periodses and reviewed for trends

(D,80).
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COMMUNICATION SYSTEM:

Informality is the name of the game at Merrell Dow.
A fairly small company, with a marketing oriented lead-
ership, everyone is on a first-name basis. Surprisingiy
it doesn’'t seem to conflict with the need for confiden-
tiality and security Merrell Dow strives to develop
the potential of its employees, ther¢fore people tend to
be promoted through the ranks and have expertige in more
than one function. As a result, communication tends to
be good; people talk to each other: It also tends to be
bad; the organization is growing so rapidly, people are
losing touch with each other, and with the company as a
whole.

Communication occurs throughout the organizatio. by
the wuse of one-page memos with multiple addressgsees. 1In
addition. the quality operations computer information
system (QOIS) has masilboxes. Another irnovation is the
use throughout the organization of ASPEN. Thig system
allowss a user to receive messages left on his/her
telephone at any time. Used extensively by the sales
force, it also is used within the organization, cutting
down on the need in some areas for additional
secratarial (telephone) support.

More traditional methods of communication include
the employee orientation checklist (D,55), company
orientation process and employee handbook (D,75).

Expanding upon the basics, quality operations and opera-
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tions hold several additional orientations to different
functions for new employees (D,56-58). I was particu-
larly impressed with the handbook that operations
provides all new employees (D,59-73). Not only do they
take the time to personalize the handbook, information
is updated regularly. Other enhancements are the audit
and evaluation of orientation. This personalization and
concern over whether the program is meeting the needs of
the individual i3 so easgily overiooked, yet 13 so
important in making a new employee (feel a part of an
organization. The information contained in this
notebook included practical technical information, in
addition to the mission and philosophy of operations.

Both Dow and Merrell Dow are firm believers in
communication through various in-house publications
(D,98) including a weekly newsletter and quarterly
multi-page newspaper (b,101-102), and specialty
publications on health, quality performance,
prescription pharmaceuticals, over-the-counter products,
and poelicy. Specialty publications (D,99-100) are
distributed throughout the organization, in thiz case to
celabrate one billion dollars in salea. Promotiona and
other information of interest are also announced in the
Merrell Dow News Update (D,95) which ig published as
needed. These publications are widely read, and are

important gources of information.
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To determine where employees are receiving their
information a semi-~annual survey is conducted.
Another forum is the RAP segsion. These have been used
in the past to encourage communication between
supervisors and amployees. The success of these
sessions obviously depends upon the attitudes of the
participants, they can easily turn into gripe sessions.

The biggest deterrent to communication is the
separation of sales and marketing and most of the other
support functions in Blue Ash from the plant and
research institute 1in Reading. Communication does
occur, but not as frequently and timely as optimal.
Based on my observations there was more of a lack of
people: from Blue Ash not coming down from the mountain
than people <{rom Reading not going up. Thisa has an

adverse impact on more than just communication.

DISCUSSION OF OBSER\ATIONS

During my brief residency with Merrell Dow I was
exposed on a daily bagis to many activities that
previously I had only read about in Dbooks. Not
everything was perfect, but there was clearly evidence

of good management practices.
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QUALITY MONITORS:

The emphasis in this area concerns not only what
types of quality monitors are being performed and the
effectiveness, but additional activities that tend to
encourage quality. As discussed above, many areas
monitor their activities to assure the quality of the
product, and do so quite effectively. This section will
discuss some of the highlights and problems.

AUDITS: On paper Merrell Dow has a very thorough
audit program that should insure quality operations. In

addition to each production related activity being

reviewed every two years, incident reports are reviewed
for trends, and product, process, and procedure audits
are accomplished as needed. Even the purpogse of the

program is in keeping with the Merrell Dow philosophy of
continuous improvement. In reality the audit program is
virtually nonexistant. Although a very qualified
individual is responsible for audits, he has been given
additional duties that appear to have higher priorities
than doing audits that identify areas for improvement.
As a result the audit program has little credibility at
this time,

FEKEDBACK: This is another area that is ripe with
inconsigstencies. Quality is easily one of the most
critical aspects in the manufacture of prescription
drugs. Communication is an integral part of any quality

control program, and probably the most neglected.
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Merrell Dow promotes quality verbally, but there ars
very few written communications on the subject, and
little integration into the day-to-day work environment.
The quality performance program will approach this
problem, raising the consciousness level of the
employees. On the other hand, the RAP session has the
potential of being a very effective communication tool.
The discussion between exempt and non-exempt employees
of what is happening provides an opportunity for the
senior manager to hear both the good and bad. After the
segsion a summary is prepared with an action
orientation.

DOCUMENTATION: Due to the nature of the business,
documentation is a very high priority. Unfortunately,
the necegssity of accurate documentation has not always
been effectively communicated. An example 1is the
extremely high error rate on batch product records.
These documents are critical to the timely release of
the product, yet this area igs sadly neglectad in terms
of manpower, training and computerization. Presently
the job is being accomplished by manually transferring
the >R with the actual production bateh. As production
increases, and an additional plant is opened,
opportunities for losg will be compounded. The time
required to review the documentation will also rise.
Training of the operators on the importance of the

documentation and ‘how to®' accomplish it has already
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been initiated. If computerization of %the 3PR iz ned

w

feasible, allocation of additional manpower should
definitely be considered.

RECOGNITION: Several areas implemented programs
to encourage vendors to provide a quality product. The
distribution department has both a warehouse audit and
recognition program and a carrier evaluation and recog-
nition program. Thesge programs are degigned to
encourage the warehouse that stores Merrell Dow
pharmaceuticals and the carriers that transport the
products to adopt the Merrell Dow philosophy of
continuoug improvement. The winners are honored with a
plagque and a special recognition program. Purchasing
has a vendor recognition program based on the quality,
timely delivery, quantity, and 1invoice price of each
order. This evaluation not only iden;ifies those doing
well, but those who need to improve if they are going to
continue doing business with Merrell Dow. The top
vendors will be invited to Merrell Dow for a day of
orientation and entertainment. The goal 1is to build a
good relationship that is based on fair dealing and good
quality.

PERFORMANCE APPRAISALS: The good aspect about the
Merrell Dow appraisal system isg that it exists and iz
required on an annual basigs. The system should require
standards tied to each individual's job description, it

pregsently allows too much potential for subjectivity.
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The employee may know what catagories he/zhe'

o

being
rated on, but has little indication of what weights are
being given to different job behaviors required by the
job description. Althoush not necessarily encouraged by
the forms, individual supervigsors had adapted the
process to incorporate systems that were very objective.

In operations a system of OGPs (objectives, goals,

plans) was integrated 1into the appraisal system. In
addition, one supervisor required his employees to
accomplish daily reports of their significant
activities. This was compiled into a monthly report

that allowed the supervisor regular communication with
his employees, and documentation for the appraisal. He
admitted that his employees were initially recalcitrant,
but soon learned that it took less than 10-15 minutes to

accomplish on a daily basis.

QUALITY EMPHASIG:
Thig area is essentially a chronological history
of the emphasis that Merrell Dow has placed on quality.

March 1984: Partners achieving consistent

.excellence (PACE). Purpose was to focus efforts of all

employeeg on improving the quality of products and
services for external and internal customers.

September 1984-March 1985: Tom Peters' “Towards
Excellence® program was presented to exempt employees

and selected non-exempt employees.
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October 1984: Physician and pharmacist survey
completed. Purpose was to find out what the customers
thought about Merrell Dow and areas for improvement.

January 1985: Marketing employee of the quarter

awards.

August 1985: Customer information center (CIC)
established as a result of the survey.

October 1985: Financial and businegs services
employee of the quarter award.

March 1986: CIC initiates toll free number.

July 1986: Dow Core Values publicized.

July 1986: Board of directors of Merrell Dow
Pharmaceuticals Inc. adopts the core values.

September 1986: Annual vendor recognition program

initiated in distribution.

October 1986: Core value tape distributed.
President of MDPI and his direct reports explained the
importance of living core values.

October 1986: Annual vendor recognition program
initiated in purchasing.

November 1986: Vendor certification pilot program
initiated.

July 1987: Core value plaques displayed through-
out the company.

July 1987: First issue of Excel published.
Merrell Dow publication with a quality emphasis which

also discloses quarterly performance measurements.
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July 1987: Merrell Dow performance measuremsant
system announced.
February 1988: Announcement of new position of

director of quality performance.

RELATIONSHIP OF QUALITY, COST AND PRODUCTIVITY:

Quality is not the antithesis of cost and
productivity, this section seeks to demonstrate how they
interact at Merrell Dow. An example given at the good
manufacturing practices orientation says it all. The
speaker asked which was more important: quality,
safety, or productivity? To answer hig own question he
displayed a picture of a three-legged milking stool
(each leg appropriately labelled), all are essential to
the operation.

OPERATIONS: During my plant tours and conver-
sations with operations and quality operations personnel
I was impressed with the emphasis upon quality and the
concern not only to be cost effective, but to improve
the quality of life of the employees. Merrell Dow's
policy of not laying employees off does not deter
innovation. Production 1lines have been able to use
automated methods to inspect, transferring employees to
other jobs., This interest in replacing tedious and
monotonous jobs by automation, which is more accurate,
demonstrates how dedication to quality benefits both

cost and productivity.
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PERFORMANCE APPRAISALS: Quality was generally a
part of the performance appraisal, but strictly in the
generic gense. Where there were actual standards that
were related to the job description the emphasis
generally was on . areas that could be easily measured:
co;t and productivity. In many cases8 gupervisors
indicated that they were firmly committed to gquality, it
simply wasn't a part of the appraisal. Despite the
tendency to continue business as usudal, there 1is a
movement towards quality-oriented measurement. In my
discussiongs with the director of business services he
showed me the various measurement tools that were being
utilized. Over 50% of the standards were quality
oriented. Basically it is gimply a matter of education.
To paraphrase a common thought, +the- performance you
ingpect is the performance that you will get.

AWARENESS: The emphasis on safety permeates the
organization. Raising the quality awareness to the
level of gafety consciousness is one of the objectives
of the quality performance program, as the president of
Merrell Dow indicated (D,101).

O@Ps: The department of safety is one area that
has effectively integrated the core values into its
objective, goal and planning system. By doing so each
employee can better identify how the core values are
really a part of the way the job is to be done at

Merrell Dow. It also demonstrates that management is
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serious about its commitment to <core values, and to
guality.

COMMUNICATION: This is a critical area that often
is ignored when discussing quality, cost and
productivity. But the lack of effective communication
may have one of the most deleterious impacts to the
organization. At Merrell Dow communication is not bad,
but it could be greatly improved. This is especially
the case between different functional areas:
specifically operations, sales ana marketing, and the
research institute. In my short period of observation
it became readily apparent that the lack ot
communication resgulted in production processes that were
unwieldy and ultimately costly. An example of this is
the new product procesgs testing and :talidation. There
was never a gquestion that the product didn’'t meet FDA or
Merrell Dow standards, but there might have been a
better way to do it, which would have been better for
the company in the long run.

VENDOR CERTIFICATION: Probably the best example
of a program that effectively integrates quality, cost
and productivity. Vendor certification 1is not a cost
cutting program, but the end result may reduce costs,
while improving the quality of the product and
productivity., Vendor certification ‘resulta in a
reduction in the number of vendors supplying materialsg,

they receive more busginess, and they become more
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proficient at providing the material in accordance with
Merrell Dow specifications. The result is an assured
level of quality, which wunder the present quality
philogsophy is more important than price. What business
hags learned through experience is that quality pays for
itself, the price of reducing costs may be a much higher

figure than the company is willing to pay.

MOTIVATION TECENIQUES:

As many organizations have discovered, you just
can't tell your employees that quality is number one and
expect them to automatically buy into the program.
Employees have many too many ‘programs”, they want more
of a commitment from management before they buy into a
new agenda. This section will discuss motivation
techniques that Merrell Dow has used in the past, and is
planning to use in the future.

PRIDE CIRCLES: Merrell Dow started 1its quality
circles program in 1983. Over the years the program has
expanded from three in manufacturing and packaging to
12 pride circles in manufacturing, packaging,
maintenance, warehouse, accounting, MIS, and customer
service. Presently the pride circle concept is going
through a period of revision. As a result of the
perceived loss of enthusiasm and stagnation with the
groups a survey was accomplished. Based on

this feedback the following actions were taken:
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a new constitution, appointment of enablerz (management)
to help the circles when necessary, and the concept of
rotating membership. Individuals could join the pride
circle when a project interested them, and quit when it
was accomplished. 1In addition, pride circles were not
required to have weekly meetingg if not neceggary, the
time could be used to work on projects.

In the past pride circles have been very effective
at Merrell Dow. One of the problems recently is that
one of the most energetic supporters of the program has
been given new responsibilities. :hout her as a
champion, the program began to fall apart. Hopefully
the appointment of enablers will breathe new life into
the program. If management does not show more of a
commitment to pride circles it will be hard to get
employees interested in any additional new “programs’.

OPERATOR TRAINING PROGRAM: This program wasg
initiated in 1986 by the same individual who became very
involved 1in pride circles. Obviougly a very asgertive
and innovative individual. The rationale wag to get the
operators on the production line involved in
the development of a training program. The operators
would determine the job requirements, the gkills and
knowledge necezsary and then help 4o prepare learning
checklists. The trainee would then learn on the job by
following the checklist. Because a standard checklist

is being used, all employeeg would be trained on the
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same procedures. The trainer would verify the trainees
competence level and sign off on the checklist. What
better way to get a commitment to training then to have
the actual people involved develop the training manual?
This was another fantastic program that is potentially
in jeopardy at this time. In this case management did
assign another individual to take over the program, but
within a month this person received another assignment
also. At the time I 1left this program was no one's
responsibility. Employees don’t See management
demonstrating a true commitment to quality programs and
this acts more as a disincentive than if management had
done nothing to begin with.

PANEL REVIEW: The panel review is another tool to
give recognition to employees who become proficient at
their jobs. After an individual has been trained he/she
can request a panel review. The purpose is to gauge the
level of the operator’s gskill and knowledge, their
ability to communicate with others, and to emphasize the
importance of their job duties in producing a quality
product. If they pass the panel review they receive a
plagque and it 1is indicated in their personnel record.
If they do not pass then the individual recelives
additional training in those areas (no fail philosophy).

GROWTH OPPORTUNITIES: Although not a formal

program during my residency, I observed on various

occasions 1individuals being given the opportunity to do
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projects that were technically probably not within their
job description, at least not in the traditional sensze.
This isg probably an even more important motivational
tool because it 1ig not a “program’® it is <gimply the
Merrell Dow way of doing business. Being given
opportunities to stretch your «capabilities, and not
being penalized for failure, builds loyalty and morale.
One example that particularly impressed me was the
calendar that quality operations produces (D,96-97). Not
only does the calendar integrate the core values with
the commitment to quality, but a secretary was given the
responsibility (and recognition) for the designs. Too
often management keeps all the fun projects and glory.
This was a good example of delegation, the key was
giving the employee appropriate recognition.

TRAINING PROCESSES: Merrell Dow is committed to
providing <developmental training to its eﬁployees. The
philosophy 1is to provide employees with all the tools
necessary for them to be able to do their jobs, to grow,
and to succeed. In addition to have the traditional
tuition reimbursement programs, there 1is an extensive
employee development process (D,82-84) in-house. The
key +to this program iz that there ig something for

everyone. In addition to courses that simply help an

individual do their specific job better, there are
personal c¢ourse , a course %o help you prepare for
ratirement, and cgourses for supervisors. Presgently a

61

o e A o T T T T




T

course is being developed to give managers the
additional tools that are necegssary in their positions.

Another aspect of the training 1is that it is all

integrated. Non-exempt, exempts, supervisors, and
managers are all learning the same concepts, at
different levels. This allows everyone at Merrell Dow,

at least theoretically, to know what language is being
spoken. Although some courses are taught by outsgide
consgultants, many of the development processes are
taught by Merrell Dow staff. Again demonstrating a

commitment by management to the growth of the people who

are making the company successful.

QUALITY PERFORMANCE PROGRAM: The quality perform-
ance program will be discussed in greater detail below.
I do believe that the formal initiation of a quality
program is a good motivational tool. The employees see
that top management is not simply talking about quality,
they are putting valuable resources into the program.
The only caveat to initiating the program is that once
announced you can't back down from your commitment.
This is what has happened to many of the "quality’

programs of the past, and 1is why employees are so

skeptical.

QUALITY PHILOSOPHY:

It's very easy to make pronouncements to groups of

people, the tough part is following through. This
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gection i3 a discuszion of thoze actions that Merrell
Dow has taken and is planning to take in the development
of a quality philosophy throughout the company.

CORE VALUES: In 1986 Dow <Chemical went through a
process to develop core values (D,14). They developed a
setb of value gstatemenr%s that 1illustrated “values’
important to Dow, providing the employees of Dow
guidance for decision-making. Merrell Dow adopted those
guidelines in July 1986. 1It's a good set of values, but
it’'s questionable whether Merrell Dow has really
integrated those wvalues into the organization. When
talking to employees I asked them what they meant. They
would point to the plaque on their desk and shrug. It
was simply a plague that top management had said was
supposed to be displayed on their desk. I'll admit the
people making thezse statements were generally non-exempt
employees or lower level management, but the point, is
the message has not reached them; and these are the
people who really need to live those core values.

SALARIED OPERATIONS: This is another concept that
came from Dow Chemical. The ©basic philosophy is:
individual treatment (flexible personnel policies),
elimination of 1lst/2nd class approach, decision-making
passed to the lowest level, elimination of artificial
barriers (we vs. them), pay for performance, broad job
structuring = whole job concept, awareness by both

management and employees o: their interdependence, and

63




something for something. The bagic objectives of the
program stem from a desire to organize a plant’'s
workforce in such a manner that each employee shall be
motivated to and capable of contributing his/her maximum
to the ©business, while achieving maximum personal
satisfaction and job progression. Merrell Dow was non-
union when it was purchased by Dow Chemical and has been
adopting 1its own practices to the salaried operations
concept. According to my observations it appears to be
working very well at Merrell Dow.

PUBLICATIONS: Both Dow and Merrell Dow are
involved in publishing quality-related articles, gpecial
reports, and newsletters. This is another means of
educating employees about the serious commitment to
quality. I thought +two of Dow’'s publications were
particularly gosd (D,85-94). °“Quality Means More at
Dow® is a summary of the teachings of four recognized
quality experts. Communicating the necesgsity of
quality, resulting in a c¢ost effective strategy for
business success, and different methods to attain
quality. The second piece "Is Good, Good Enough", is
taken from a speech by a vice president and director of
Operationg Dow Chemical U.S.A. The theme 1is quality
and the need for continuous improvement. Merrell
Dow’s Excel is a quarterly publication that strives to
bring the emphasis on quality home, to get the employees

to become stakeholders in the program.
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QUALITY PERFORMANCE PROCESS: The gquality perform-
ance process was in the planning stages while I waz at
Merrell Dow. The director had been appointed (D,95),
the president of the company had stated that quality was
his number one priority (D,101-102), and an initial
schedule had been presented to the operating board, but
the plan had not yet been developed. A decision was
made to wuse the word process rather than program: a
program has a beginning and an end, whereas a process is
ongoing. This is the tenet upon which quality
performance is based.

Another indication of the high level support isg
evidenced by the membership of the quality council, the
final approval authority for the plan. A steering
committee will be appointed to develop“a detailed plan
and assist in the implementation. Whereas the qualiby
councii: is composed of the present leaders of the
company, the steering committee is made up of the future
leaders. The commitment to quality will be fully
integrated into the ranks of management.

The plan is not designed to be implemented
overnight. The operating board recognized that the
procegs will involve a culture change. Although partic-
ipative management has been encouraged in the past, it
will be the cornerstone of quality performance. A new
emphasis will Dbe that of teamwork, downplaying

individual superstars. One of the goals is to get all

65

-~




e g A

e

employees to feel that it is part of their job always to
seek to improve the way they do business; another is to
treat everyone, both internally and externally, as a
customer whose needs must be ©sgatisfied. The basic
philosophy of the quality performance process is
contained in the "Commitment to Quality” (D,15).

I was impressed with the commitment that top
management is making to the quality initiative. Hope-
fully they will not get impatient with the slow course
of events. It would be devastating for the program to
fail due to a lack of commitment, the potential benefits

of success to the company and the employees are too

great.

RECOMMENDATIONS

To say that I was favorably impressed with Yerrell

Dow would be a gross understatement. As I have
mentioned above, there are problems. But generally the
abtmosphere is positive; people are cnmmitted to

achieving the goals of the company because they are
their goals too. In addition, as one individual
commented when being interviewed, if you treat people
like adults they tend to behave 1like adults. That is
what I observed, people being treated like individuals
and striving to reach their potential. Many companies

would not want to make changes gince their system
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presently is succegsful. There iz always room for
improvzment, as the Merrell Dow philosophy of continuous
improvement advocates. The following recommendations
are based on my observations during the short period I

was at Merrell Dow, many recapitulate statements I have

made above.

MISSION:

Although Merrell Dow Pharmaceuticals Inc. and
Merrell Dow U.S.A. have a mission, and objectives, and
plans, etc. my search for a copy of them was almost
humorous. Unfortunately the operating board members are
the. only people in the organization who appear to auto-
matically get a book containing these documents. The
rest of the employees just "hear® about:-them. Obviously
this does not promote a united front. One complaint
that I often heard was that “they® ™ always wanted
something. The people being directed didn't know who
‘they® were, or why they wanted the action taken. If
Merrell Dow is serious about the team concept, all the
employees need to become members. And all the employees
need to know what the mission and objectives of the
organization are. so that they can help achieve them.

My concern about the core values runs along the
same lines. In this case the employees know what they
are, but they’'re not sure what they're supposed to do

with them. Some functions have taken the initiative of
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integrating them into +the OGPs. An additional step
would be to integrate them 1into the performance
appraisal. A common theme around Merrell Dow is "if you
can't measure it, don't do it". That pertains to the
core values too. If Merrell Dow is really committed to
these wvalues it must be better communicated ‘to the
employees, and measuring adherence to them through the

performance appraisal is essential.

CONMUNICATION:

Merrell Dow has been undergoing a period of rapid

growth over the last few years. As a result of the
increased success, steps have been taken to expand
operations. In addition to a new research building, a

new plant is being built, other buildings are planned,
and many of the support functions have relocated to Blue
Ash. In addition the staff has increased with both full
and part time employees. All this has occurred without
much thought about the -impact on communication. During
conversations several individuals 1indicated that the
atmogphere wag changing; there were so many new faces,
it no longer seemed like a close-knit family. Change
can be very threatening, even when it is positive.
Initially I would recommend a survey be conducted
of all employees. This survey could be used to
determine the morale of employees, assegs the needs, and

provide management documentation to support the
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initiation of programs, policie® to change, ahke. By
communicating with the employees in this manner, and
following through with a plan on how to satisfy their
needs and improve morale, Merrell Dow would be
demonstrating its commitment to the employees and to
quality performance.

Based on my observations there are a few areas
where I think communication needs more emphasis. As I
mentioned above, more effort needs to be made to improve
communication between those functions located at Reading
and those at Blue Ash. This does not mean that more
formal meetings need to be held, it 1is the informal
interaction that is lacking which would enhance both the
quality of life and the final product. When people know
each other, and what is important to each other, the
tendency 1is to work with each other ©better. I would
also recommend that an orientation program, similar in
nature to my residency schedule (but not as long), be
initiated. It was not uncommon during my resgidency for
me to be able to offer advice on who needed to be
contacted on different issues. An orientation program
of one/two weeks would allow people (and not limited
solely to new employees) to gain a better understanding
of the big picture, and allow them to establish contacts
in different areas. A formal program 1is necessary,
although everyone has good intentiong, no one will ever

have the time to do it otherwise.
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As in many companies undergoing rapid growth, the
top management at Merrel: Dow is busy making everything
happen. What they aren’t doing 1is getting out and
seeing the people who are really responsible for the
success. Top management needs to make themselves more
visible to all the employees, at Blue Ash, Reading, the
warehouses, and probably even the research institute.

In this period of rapid change, the employees need to

see the boss, and feel that he is interested in their
welfare, It doesn’'t have to be for long periods of
time, but it should be on a regular basis. This is

simply another way of demonstrating that Merrell Dow the
team spirit.

My last concern inwvolves the research institute. I
only spent two days there but I was definitely left with
the 1impression that more effort needs to be made to
improve communication between +the institute and the
other areas of Merrell Dow. What occurs in those

buildings 1is so critical to the success of the company,

yet they seem to be in +their own world, only
communicating with the rest of Merrell Dow when
absolutely necegsary. Somehow the research ingtitute

should be encouraged to become a more interactive member

of the team.
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APPRAISAL. SYSTEM:

As I mentioned above; I would recommend adoption of
a performance appraisal system that integrated with an
individual's actual job descriptions, Each employee's
job would be described by key elements (5-10). Specific
criteria under each element would provide objective
standards of successful performance, against which
actual performance would be measured. In addition to
these elements and standards could be a section with
more generic job behaviors. In this way the appraisal
would be tailored to the individual, or category of job,
yet behaviors that Merrell Dow wants to encourage
overall could also be .appraised. This sysgtem should
make the appraisal system more objective, and therefore

more equitable.

RESOURCES:

In keeping with the other recommendations, Merrell
Dow needs to make some hard decisiong concerning the
allocation of resources. If Merrell Dow 1is truly
committed to quality performance, and is firmly
committed to preparing itself for continued success in
the future, then it needs to be more proactive. One
area that particularly concerned me was quality
operations. The quality operations persgonnel are trying
to perform the same function, with the same number of

personnel (with a few exceptions), but under different
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conditions. The number of production batches has
increased, the number of shifts has increasedi, the
complexity of the documentation has increased, and the
complexity of the procedures 1is greater, yet the
personnel trying to assure the quality of the product
are not increasing. As I mentioned above, either more
perscnnel need to be dedicated to these important
functions, or integrate more computerization, or both.
Quality operations needs to move away from solely
fighting fires and back to the business of prevention.
Related to my concern over the allocation of
adequate manpower and computer resources to quality
operations 1is the manner in which the cost of quality
(batch difficulties) is calculated. In addition to
laboratory time, rework time within the departmant, and
the value of the product lost, other actual costs should
be included. Damage to equipment definitely should be
considered, as well as other departments’ time to solve
the problem. Without these additional factors you

aren't getting a true cost of batch difficulties upon

which to make decisions.

Other areas éhat need additional emphasis are the
pride «c¢ircle and the operator training programs. These
programs are b;th integral to a continued emphasis on
quality. To start a new quality performance process

without integrating these existing programs would

seriously tarnigh the credibility of management. The
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people invelved in btheze programz have worked very hard

to makxe them effective, their efforts should not be

wasted.

TRAINING:

As I mentioned above, I was generally impressed
with the training program. One very positive aspect was
the wuse of training programs in conjunction with the
performance appraisal to develop employees. I was
concerned by the placement of total responsibility on
the supervisor and the employee to initiate contact with
the training department to find out what courses were
available and apply. I wunderstand that training does
not want to undertake the role of a policeman, but it is
also too easy for employees to get overlooked. A
computer program could be developad tc tag employees
when they are eligible for certain development courses
and they could be notified. They don’t have to attend
if they're not interested, but at least they would be
given the opportunity.

Another area that does not seem to be receiving
adequate attention 1ig management training at the
regsearch institute. Technical training and seminars are
abundant, but many of these professionals have never
received even the basics of how to supervise personnel.
These individuals should .receive +training, either

through the in-house program or an outgside consultant.
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My final comment is directed toward the ad hoc
training that is conducted. Reports indicate that the
‘Creating a High Performance Teanm" seminar that
operations personnel have been attending is excellent.
But they are the only area developing the tools., It
seems detrimental to the overall goal of the Merrell Dow
development process to have large segments of personnel
using programs that may not be sufficiently integrated.
If Merrell Dow is firmly committed to the team concept
then everyone shouid receive the same training so they

can play the game by the same rules.
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CHAPTER 5
GOOD SAMARITAN

HOSPITAL AND HEALTH CENTER
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INTRODUCTION

Good Samaritan Hospital
selected
for various reasons. I wanted to
hospital that had an
In addition, I wanted to see
part of a system
with the «corporate office.

and Health Center

was

ag a representative of the healthcare industry

study a fairly large

how a

And

active quality assurance program.

hospital that is

of healthcare organizations interacts

finally, I was

interested in observing the basic management style of an

organization
care.

added benefit of being

whose primary goal is

Good Samaritan met all three criteria,

to provide quality

and had the

in the local community.

My administrative residency at Good Samaritan (Good

Sam) was tailored solely to my interests

(E,1-2). After
my initial interview Good Sam waited for my arrival
before a schedule was accomplished. I discussed my
interests with the director of quality assurance and

based on her reco mmendations determined who I wanted to
talk with, what activities and meetings I felt were
important to attend. In addition to my rctational

activities, to gain a better grasp of the details of the

quality assurance program,
surprised by my welcome,
look at the

and quality management.
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I was

gince I wanted to
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The following analysis ig based

observationsg during April-May 1988.

HISTORY AND ENVIRONMENT

Good Samaritan Hospital was opened May 12,

satisfy a documented need for additional hospital

in the Dayton community. It was truly a

effort; although the Sisters of Charity made a substan-

tial commitment, the people of Dayton contributed over

$1 million. As the mission expanded the
hospital ©beds increased from the initial 250
500. Always attempting to serve the community,
strived to meet changing community needs.
school was sponsored wuiitil 1972, at that
Sisters of Charity assumed a partnership role
community's educational institutions in

education. Sinclair Community College nursing

supervision of their own faculty members.

new community need,

Sam is committed to satisfying

increasing competitiveness of the national

healthcare environment has required all
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students

began their clinical experience at Good Sam under the

To satisfy a
in 1972 Good Sam began a center for

training paramedics, becoming the largest in the nation.
In addition to meeting local community needs, Good
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proprietary and non-profit, to take a very close look at
their ability to function successfully in the future.
To this end Good Sam has made some very tough decisions
over the past two years. As a response to projected
financial ©problems the equivalent of 208 full-time jobs
were cut through attrition, early retirement and
dismigsals. Other cost cutting efforts included the
closing of two suburban mental health offices and the
paramedic training program. Cutting costs are not the
only initiatives that are being taken to prepare Good
Sam for the future. The mission and values of the
organization are being reevaluated; the new direction is
an emphasis on quality and teamwork.

The concern for quality is also apparent in the
activities of the hospital quality ;ssurance program.
Perhaps as a result of the concern for costs there is an
ever increasing awareness of the quality of healthcare.
In addition to requirements of +the Joint éommission on
Accreditation of Healthcare Organizations (JCAHO),
third-party payors are requesting additional reviews of
the care that 1is being provided 1in hospitals. The
paranoia of many healthcare practitioners 1is under-
standable ~-- the difficulties caused by the providers’

resistance to changes in the environment is regrettable.
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ORGANTIZATION REVIEW

MISSION:

The mission of Good Sam is essentially contained in

the statement of philosophy (E,3). This sgstatement is

imprinted on plaques displayed throughout the hospital.

The Sisters of Charity are aware of the importance

of a
good mission statement that is integrated into
operations,

decisions and practices and has provided

guidance (E,9~19). A mission effectiveness committee

has been established to promote this integration, and is

presently working on a plan.

In addition to the mission statement Good Sam has

several other policies that guide employees (E,4-8).

These guidelines encourage open communication and a

hospitality orientation in day-to-day operations.

Neither is widely distributed, I found them by going

page by page ‘through the administrative policies,

regulations, and procedures manual.

All the statements promote z quality philosophy and

encourage individualized treatment of people. What is

lacking is concrete direction.

ORGANIZATION:

Good Sam is going through a period of transition

and reorganization. Over a period of years many

hospitals developed a very bureaucratic organization,
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with many layers of management personnel, and Good Sam
was no exception. Tn the last two years the

organization has been reexamined to determine the

optimal structure. A reorganization eliminated a layer
of mid-level management; the effect was to reduce the
number of assistants to vice presidents and directors.
; Although improved, organizaticn charts (E, 20-21) still
: have many layers of bureaucracy.

Good Sam is more than simply the one hospital that
I studied. Horizontal integration is accomplished by

membership in the Sisters of Charity Health Care System,

Inc. Vertical integration has been achieved through the
operation of Samaritan Hall, a center for the treatment
of alcoholism and chemical dependency; the Maria-Joseph
Living Care Center, a multi-level extended treatment
facility; and ambulatory care centers i, iae communit’'es
i north of Dayton. This integration has allowed Good Sam

to increase its service to the community.

COMMITTEE STRUCTURE:

Hospitals are notorious for the large numbers of
standing committees; part of the response to any problem
generally includes the formation of a committee.
Membership on committees also is generally large because
no one must be left out who might possibly have an
interest. The result tends to be a lot of time wasted

in committee meetings. Although Good Sam is not as bad
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as some, duplication of effort prevails, In addition to
the hospital-wide administrative committees (é,23-24)
there are the medical staff committees (E,25-28). Not
only do some hospital committees duplicate the effort of
other hospital committees, they duplicate the efforts of
medical staff committees too. At a time when valuable
resources cannot afford to be wasted.

The one type of meeting that there did not seem to
be sufficient emphasis wupon was office/staff. These
meetings had a very 1low priority, a tendency to be
canceled, and generally there was inadequate preparation

by the supervisor. An essential communication tool was

being sorely neglected throughout the organization.

EMPLOYEE APPRAISAL SYSTEM:

The employee appraisal system was undergoing reno-

vation and promised to be state of the art. 1In the past

annual appraisals were conducted; the format was
basically generic (E,26-28). The new system is a
criteria based appraisal system with standards

reflecting the specific job that an individual is
assigned. While I was at Good Sam +training was being
accomplished to instruct supervigsors on writing good
standards. I was very favorably impressed with the

enthusiasm and in-depth knowledge of the instructors
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(E,29-31). Although the criteria will be generic for
each job category, the employee will receive an
objective appraisal based on his actual job description.

The purpose of these enhancements is to make the
appraisal system more equitable. In addition to the
annual appraisal, the supervisor counsels the employee
on a quarterly basis concerning his job performance and
personal development. Another benefit of this system is
the orientation to the future, rather than simply a
retrospective review. As one of the instructors stated,
the goal of management iIn the 21st century will be to
"help people reach their goals while gsuccessfully
performing their jobs.” The success of the program will

depend upon the depth of management's commitment.

INCENTIVE/REWARD SYSTEM:

The incentive/reward system was oriented toward the
individual and his/her achievements. Good Sam has an
employee of the month program and recognizes length of
service (E,43-44). Other benefits include paid days
off, continuing education, health and azcident insurance
and an employee discount in the cafeteria.

Merit increases are tied to the performance
appraisal, further substantiating the need for a more
equitable appraisal system. Each job has a specified
wiadge vrange within which wages can be increased, %his

system (s advantageous to the organization because pay
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is tied to the job, not the individual azsigned. The

disadvantage is the loss of the expertise and continuity

when employees transfer to

internally and externally
consequence in clinical nursing,

has been initiated. Rather than

better

paying Jobs bot

to Good Sam. To avoid this
an alternative program

force clinical nurses

out of this critical shortage area for monetary reasons,

a «clinical nurse career

path has

been developed. By

doing additional projects a clinical nurse can remain at

the bedside, not sacrificing

attending benefits.

promotions and the

Although it has not yet commenced, top management

indicated that the incentive

system may be changing.

The new emphasis on teamwork will require the incentives

to be based wupon achievements by

ability of an individual to

the tean, and the

work with a team. In an

environment where the role models and mentors have been

superstars it will be interesting

concept effectuated.

QUALITY CONTROL METHODS:
Since World War

emphagis in hospitals

simply care for the indigent.

11

there

to deliver

The

has

to see this teamwork

‘been a definite

quality care, not

responsibility has

historically been given to the nursing staff, but since

the mid-70"s there has

orientation. The nursing

been
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department. This department conducts quality assurance

reviews, utilization revi