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This is the story of two Twin Cities hospital systems -- HealthEast and Children’s Hospitals and Clinics of St. Paul -- and their efforts to survive dramatic transformations within the health care industry.  In particular, this case study focuses on the most recent efforts these hospitals and the Minnesota Nurses Association have made to deal with the volatility of a largely regulated market that has been dominated by factors external to their operations, including rapid technological innovation and the power of third-party payers. 

Local employer interest in controlling health care expenditures in the Twin Cities during the 1970s led to the creation of a local HMO that presaged the incredible growth of Managed Care nationwide. By 1992 forty-four percent of the Twin Cities population was enrolled in HMOs, organizations that seek to control medical costs through such mechanisms as physician gatekeeping and close monitoring of patient care.
  In the 1980s state government contributed its own cost-control measure by adopting a policy that encouraged state employees to enroll in HMOs.  The Federal government also had a role to play in the creation of the Twin Cities hospital environment.  In 1983 the Federal government adopted the Prospective Payment System (PPS) for Medicare, significantly reducing hospital reimbursements.
  Managed Care and Medicare now cover ninety-five percent of HealthEast’s budget.  Seventeen years after the introduction of the PPS, HealthEast and Children’s St. Paul employees continue to look for a balance between high-quality and cost-effective health care.

As the largest employee group at both hospitals, nurses have been at the center of the struggle to provide quality care without breaking the hospital budget. In the Twin Cities, as in the rest of the nation, the hospital’s charges are arriving at the hospital when they are much sicker.  Yet, under cost pressure, patients are spending less time recuperating in hospital beds. As a result of the condition of their patients and the introduction of sophisticated technology, nursing staffing levels have been increasing even as the number of hospital admissions decreases. The work that nurses (RNs) are expected to perform has also become more diverse in response to changes in the health care environment.  RNs are now highly trained and more specialized in specific service areas, such as neonatology or cardiac care, even as they continue to perform more routine patient-care tasks. Nurses will often work primarily on their own unit, or only with a particular patient group (e.g. children). As the hospital employee with the most direct patient interaction, nurses have always been concerned about the quality of care and the means by which that care is delivered and monitored. 


Eighty percent of the RNs at HealthEast and Children’s are represented by the Minnesota Nurses Association (MNA), which began as a professional association, and was recognized nationally in 1947.  MNA staff specialists serve as business agents to local area hospital nurses who are represented by MNA chairs and elected representatives. In addition to economic demands, the nurses’ concerns have frequently focused on staffing and scheduling, care delivery, and health and safety issues. Relationships between management at HealthEast and St. Paul Children’s and their nurses were always cordial and respectful, although distant.. Likewise the relationship between the MNA and their members was respectful, but distant, with the Association mainly responsible for formal collective bargaining and periodically resolving grievances that could not be worked out with nurse managers at the unit level.  Union meetings were sparsely attended.

Traditional collective bargaining produced contracts with acceptable wage and benefit increases every two years between 1947 and 1987, at which time the hospitals switched to a three-year contract.  While hospital administrators struggled to adjust to the constantly shifting external environment in the health field, the MNA voiced its opinion through grievances and arbitration and finally in 1984 by striking over job security. Children’s St. Paul, which shared management services and bargained together with United Hospital, was able, however, to come to terms with the MNA and avoided the strike. Moreover, in an effort to change the labor-management climate in the bitter aftermath of the walkout at other facilities, the Federal Mediation and Conciliation Service (FMCS) provided a grant to United Hospitals and Children’s St. Paul to hire a full-time facilitator to assist with the development of labor-management committees. Committee members were trained in problem solving techniques, communications, and team-building skills. 

Based on the FMCS-sponsored effort, the HealthEast Hospital Corporation formed in 1987, and now consisting of three hospitals as well as 12 outpatient clinics, nursing homes and ambulance services, began implementing joint labor-management committees in 1990 which included MNA representation.  This move was at least partly driven by desperation as the new Corporation struggled to survive in the face of diminishing market share, a declining patient census, and perilously low reimbursement levels. Indeed, in 1989, HealthEast would be just ten days away from bankruptcy. To survive, the HealthEast administrators were forced to close several of their downtown hospitals to deal with low utilization rates. The introduction of the Hunter Group, a management team that was brought in by the hospital’s Board of Directors to turn around HealthEast’s finances, resulted in the resignation of the CEO, CFO, and Vice President of Physician Relations. 

In the face of these dire circumstances, the joint labor-management committees suggested that future negotiations between hospital management and the MNA be based on Interest-Based Bargaining (IBB) instead of the traditional method of company offers, union demands, and long, hard negotiations to brook the vast divide between the two.
 

The MNA had first rejected the new form of bargaining, but other hospital unions, including the maintenance workers (SEIU local 113), the Operating Engineers union (Local 70), and the X-Ray Technologists union (ADIT) bargained with an IBB-based process. The MNA contracts had always led other hospital unions in terms of wages and benefits and the MNA leadership felt they could best serve their membership by continuing to bargain traditionally. However, surrounded by an environment of union collaboration and through discussions between leaders in labor relations at the hospitals and the nurses union, the MNA agreed to use IBB for their 1995 contract negotiations. The Hospitals’ agreement to pay for MNA representatives’ time on joint-labor management committees was instrumental in the MNA’s agreement to move forward in the cooperative effort.  Again, the FMCS played a critical role, offering IBB training to both sides.

Although time-consuming and complex, the 1995 multi-employer contract negotiations were hailed as a success by both the hospitals and the MNA.  MNA representatives were so impressed with the process that they returned to their membership singing the praises of IBB.  Nurse representatives on the bargaining committee, who finally felt included in the dialogue about labor relations, became more pro-active about bringing cooperation to the hospital floors.  Action Plans that accompanied the 1995 contract dictated the use of IBB within a pre-existing Staffing and Advisory Committee as well as the newly established Labor-Management Committees. Later, two more committees, Health and Safety and Care Delivery, adopted IBB as well. In all cases, FMCS provided the IBB training and helped hospital employees to develop their own models of cooperative practice.


The challenge of successfully implementing IBB in these committees centers on providing adequate training for all participants and communication between MNA representatives and staff nurses. As the vehicle for cooperation, the flexibility of the IBB process itself is equally important. The first attempt at IBB empowered those individuals who were directly involved in the contract negotiations, but left the nurses feeling cut-off from the union and their representatives. Over time, MNA representatives have developed an information feedback loop in order to keep the nurses involved in policy decisions that are emerging through committee consensus.  A lack of adequate training for committee members using IBB to solve daily problems regarding a range of issues from scheduling to health and safety initially had resulted in confusion and a duplication of effort. 


Labor-management cooperation under IBB has produced a better working relationship between the parties at both HealthEast and Children’s St. Paul, negotiated contracts that address the real concerns of labor and management, increased participation in decision-making processes on the part of MNA nurse representatives, and the ability to resolve problems before they become grievances.  Since 1995, only two grievances have gone to arbitration, one at HealthEast and one at Children’s St. Paul. There have been no work stoppages or strike notices at either hospital since 1990.  HealthEast spends $30,000 for IBB negotiations and MNA labor participation on labor-management committees that use IBB. The hospitals’ financial performances have held steady, despite declining market share. 

But even these quantitative measures fail to capture the real improvements expressed by the hospitals’ employees. First and foremost, management and labor recognize enhanced trust and communication as the hallmarks of success.  As a result of formalized cooperative practices, the informal relationships that dominate the work environment are more rewarding. Second, both parties believe that the strength of their joint relationship and the commitment to joint problem-solving have prevented more substantial failures and reduced costs.  

Perhaps the most striking outcome of joint practices is, in fact, the extension of this cooperative process in the creation of a new hospital dedicated to using the new labor-relations model.  In 1994, when HealthEast closed Divine Redeemer hospital in South St. Paul, it made a commitment not to abandon the health care needs of the community.  As a result, a management team from Children’s St. Paul and HealthEast began to create a vision of what community-based health care would look like in the next millennium. To articulate this vision, the hospitals reached out to their employees and to the community at large through focus groups and interviews. As the discussion evolved, the Woodwinds Health Campus took shape.  In essence, it would be an out-patient facility with hospital beds where patients would be more involved in making decisions about their own health.  Hospital employees would be selected in accordance with their commitment to the new environment and would be rewarded based on their performance within it. 

Given the nature of the relationship between the MNA and hospital administrators, the union was actively included in the dialogue about labor relations to the extent permitted by the National Labor Relations Board.  During the MNA contract negotiations in 1998, both hospitals signed a Letter of Agreement that guaranteed future collaboration between the MNA and Woodwinds administrators. The Woodwinds Labor-Management Committee, which joined together staff specialists from the MNA and management at HealthEast and Children’s St. Paul, along with nurses and nurse representatives from each hospital, met for one year to craft Transition Agreements for RNs that wanted to transfer from their respective hospitals to Woodwinds. While management still preferred Woodwinds to be a non-union facility, they reached out to their nurses through the MNA, offering a dialogue about a facility that had not yet opened. Although the card count for MNA representation has not yet occurred, the parties feel that it has already been a success, because the process has been a success. The joint relationship has become an established part of the hospital's culture. As one Woodwinds administrator said, “we like these people.”

Hospital administrators at Health East and Children’s and MNA representatives credit State and Federal mediators for providing them with the tools for a more cooperative relationship. The original relationship between labor and management was cordial but limited, driven mainly by contract negotiations, and interactions between staff nurses and their direct nursing supervisors. The introduction of new labor practices was based first on hospital administrators’ respect for federal mediators, and second on the mediators’ expertise and flexibility in applying non-traditional labor models to the unique concerns of hospital employees.  Hospital administrators are credited with bringing the cooperative labor practices to their hospitals.  Key leaders at the MNA and the hospitals are responsible for championing the process to their peers and hospital employees. Ultimately, it will be these representatives that articulate the good intentions of management, in an increasingly competitive and economically restrictive health care environment. 

� Gil Preuss, “Committing to Care,” Economic Policy Institute Working Paper





� Program used by the Federal government to pay hospitals a lump sum for each inpatient care episode based on a patient’s principal diagnosis or “diagnosis related group.”





� Interest-Based Bargaining (IBB) is a form of bargaining in which both sides present their interests and attempt to find common ground. Building on earlier problem solving models, IBB begins with the identification of an issue and an elaboration of the underlying interests regarding that issue. Parties are encouraged to work collaboratively, through joint information discovery processes, to find options that can satisfy those interests and that are mutually rewarding. The process requires an initial willingness to work together, joint training in the techniques, a facilitator trained in IBB, and the creation of a joint problem resolution team to carry out daily contract administration beyond negotiations.
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