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Exploring Leadership Styles in Nonprofit

and For-Profit Acute Care Setting

Study Objectives:
> To determine the leadership styles utilized by nonprofit and for-profit leaders in the acute
care setting.
> To analyze if there is a relationship between leadership style and organizational turnover.
> To identify the impact of organizational size on leadership style.

Abstract

The cost of healthcare is rising with the US spending $3.6 trillion, which was
17.7% of the US GCP, in 2018 (National Health Expenditure Data, 2019). As a result,
healthcare has becorme a major focus of public administratars, paliticians, enployers,
and the general public. These rising costs are creating a need for innovation and
change in the healthcare industry. Healthcare adninistrators are searching far new
ways to meet the demands, lower casts, and continue to provide quality care. One
strategy that has grown in popularity is a focus on mergers and acquisitions with the
hape of increasing quality and reducing costs. rom1975 to 2017, the nuber of for-
profit hospitals grew 70.5%, predominately through the acquisition and transition of
nonprofit hospitals to far-profit centers, creating large for-profit healthcare systens.
Nonprofit hospitals are also acquiring hospitals and creating large nonprdfit systens

With the national attention on healthcare, and the developrrent of large
hospital systenrs it is inpartant to understand the inpact on leadership, however,
there have been fewstudiesin this area. With the trend towards larger healthcare
systems and leaders transitioning between business sectars, this study sought to
determine if there is a difference in the leadership skills needed for success.
Healthcare leaders participated by conpleting the Multifactar Leadership
Questionnaire (MLO) designed to determrine a leaders’ propensity towards utilizing
transformetional, transactional, and passive avoidant behaviors. Additional insight was
gained through interviews with 20 healthcare leaders with experience in either
nonprofit and for-profit hospitals and with leaders who had experience in bath sectors.

The results revealed no significant difference in transformrational behaviors
between leaders in the nonprofit and far-profit sectors however far-profit leaders had
a stronger tendency towards some elements of transactional behaviors Asthe
organization grew; leaders tended to lean towards increasing transactional behavior.
The study considered tumover which was found nat to carrelate to leadership style.
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Leadership Styles and Business Sector

Transformational

Transactional

Passive Avoidant

MLQ Survey Results

Business Model “N | Transformmational | Transactional | Passive Avoidant
Survey Mean 109 426 326 157

Nonprofit 47 L2 B 3209 149 B

For-Profit 5 443 360 205

Both 57 428 326 159

Sa
Business Model “N | Transformational | Transactional | Passive Avoidant

Survey Mean 57 426 326 1.57
Nonprofit 2% 438 327 154
For-Profit 3 427 359 164

Transformational Leadership

Bass and Avdlio (2004) divided transfarmrational behaviors intofive subcategories. Idealized Attributes (1A) build trust, inspire pride and focuses
the teamon the overall interest of the group. Idealized Behaviars (1B assess the leader’s behaviar related tointegrity and includes values,
beliefs, overall vision, and the moral and ethical consequences of their behaviar. Inspirational Mativation (IM behaviars provide meaning and
challenge totheir tears work and focus on a better future. Intellectual Stimulation (1S) behaviars focus on stimulating innovation, encouraging
newand creative ideas and there is noridicule for nristakes. Individualized Consideration (IC) behaviars focus on building the skills of the
individuals on the teamthrough new leaming environments and learming gppartunities.

While the survey means inplied the nonprdfit leaders were lessinclined to utilize transfarmational leaders, the statistical testing showed no
significant difference in the transformational leadership tendencies between nonprdfit and for-profit leaders The low number of for-profit
respondents may inpact significance. Analyzing leaders with experience in bath sectors suggested nonprdfit leaders were nore
transformational however, again, the statistical testing did nat indicate the difference was significant. The interviews provided greater insight
and suggested while leaders in bath sectars may denmonstrate transformrational behaviors, they focus on different elements of transformational
leadership. Nonprdfit leaders may tend toward focusing more on the nrission, challenging teammenrbers, and a higher calling while their for-
profit peers may focus more on developing strengths and including differences of gpinions in decision-making.

Transactional Leadership

According to Bass and Avdlio (2004), transactional behaviars incdluded contingent reward (CR) and managerment-by-exception active (MBEA). (R
behaviars focus on setting clear expectations and rewarding achievement. MBEA behaviors include clear standards far performmance and
monitar performance closely toidentify errors and take carrective action quickly.

The M.Qsurvey results showed far-profit leaders had a stronger tendency toward MBEA behaviars than their nonprdfit peers with the
statistical testing validating there is a significant difference. Alsg the leadership interviews supported the survey results with statements
suggesting leaders in the for-profit sectar typically set clearer goals with metrics that are nonitared daily, and the rewards for dbtaining goals
are clear.

Passive Avoidant

Passive avaidant characteristics include managenent-by-exception passive (MBEP) and laissez-faire (LF). MBEP leadership behaviarsincdlude
waiting on a problemto appear then taking punitive corrective action. LF behaviars can be described as non-leadership. They don't provide
expectations, monitar performance, or accept leadership responsibilities (Bass and Avdlio, 2004). The MO survey results revealed there is
no significant difference in the tendency towards passive avaidant behaviars between nonprofit and for-profit healthcare leaders.

For nrore infarmation or the full survey results, contact JulieOlsen@workplaceadvancement.com



Leadership Style and Turnover

Tumnover data was provided by 79 respondents. The data were analyzed by sectar to determrine the average tumover rate far nonprofit acute
care centers and for-profit acute care centers. For the respondents who have experience in bath sectars, the data were separated by their
current business model. The self-reparted tumoaver rate for nonprofit haspitals was 14.28%, and the self-reparted tumover rate in the far-
profit sectar was 16.98%.

Tumnover data were also analyzed by the size of the arganization Stand-alone acute care centers reported a 15.74% tumover rate, sall acute
care centers reparted a 1211% tumover rate, mediumacute care centers reparted a tumover rate of 13.56%, and large acute care centers
reported a tumover rate of 17.02%. Considering these resuits, large systens and stand-alane acute care centers had the highest tumover rate
whereas simall acute care centers had the lowest tumover rate.

Additional analysis was conpleted to determine if there is a relationship between transfarmational leadership style and staff tumover and
transactional leadership style and staff tumover. Pearson product -moment correlation coefficient revealed no relationship between
transformational leadership and tumover. There was a sirall carrelation between transactional behavior and tumover however additional
testing indicated the relationship was nat significant.

Organizational Size and Leadership Style

Sze Transfamational Transactional Passive Avoidant
Survey Mean 426 326 157
Sand-Aane 421 W 319 152 W |
Sall (2-5) 427 327 W 167
Medium (6-10) 435 333 133 ¥ |
Large (119 427 329 159

An analysis of the M.Q 5s survey resultsin Table 17 indicates a progressive increase in transformrational and transactional
behaviar as the organization grows with large organizations showing transactional behaviars level off. However, the scores for
large organizations are still higher than the survey mean in every category. Statistical testing indicated the difference was nat
significant.

Interview responses indicate an increasing focus on transactional behaviars such as goals setting, managing to deviations, and
standardization as the organization grows as evidenced in the falowing staterments:

“It isnt personal, it's looking basically at nunbers”

“Larger systenrs invest more in data mining.”

“For a larger system thereis a lat more scrutiny in termrs of your performance”

“You knowthe standards that are set”

“| think the size has to do with it because they have to standardize gperations across a major conpany.”

“The benchmark themselves against their own hospitals, and knowat the end of every month, how peaple are daing and are we
heading towards the goal.”

For nrore infarmation or the full survey results, contact JulieOlsen@workplaceadvancement.com




Nonprofit Leadership Experience

For-profit Leadership Experience

Nonprofit leaders focus an nmission and conmrunity needs for
decision-meking. They are generally nore externally focused than
for-prdfit leaders; therefore, they may decide to offer services that
address a need in the community evenif the service may nat be
self-sustaining. They may spend more time making connections with
businesses and the conmunity. Local board mermbers nake
decisions with a focus on meeting community needs. They
understand the business economics and dften work within tight
budget constraints. There are fewer standardized processes thanin
the far-profit nodel and they have nore input into decision-neking.

Retention strategies focus on a deep commitment tothe mission,
which they expect will faster a deeper sense of loyalty. The
recognition is often personal. Leaders are identified fromwithin the
organization with an enphasis onintemal promotions. The skills are
gained through experience in their hospital by expanding
responsibilities. In larger arganizations, the experienceis
augnrented by leadership training.

Nonprofits have metrics that are analyzed; however, the frequency
and access to data are often driven by the size of the organization
In standalone hospitals, access to data may be lagging, which mekes
accountability nore difficult. The respondents fromlarger nonprofit
systenrs indicated metrics have become a much greater focus and
they utilized nore sophisticated systens that were timely and nore
effective. In bath sectars, whereasiit was expected that deviations
were addressed, they were provided nore leniency than their for-
profit peersin howlong it may take to carrect the situation

Successful leaders in the nonprofit sector understand economics
and howthey meke nmoney; however, there is alsoa deep
commitment tothe mission They have a servant perspective, are
fulfilled by mission more than money, and wark well with pegple.
They know howto get peaple excited about the mission and getting
the wark done while displaying integrity in their everyday dealings
They build callaborative relationships and invdlve the teamin
decision-making There is the flexibility to meet personal enployee
needs while maintaining high standards of care. As one leader
shared, they believe if you have the “right peaple doing the right
thing, then all the finances will cone”.

For-profit hospitals are nore internally focused on battomHine
perfarmance and internal operational procedures They spend time
inputting infarmation into data systens, nonitaring systems, and
responding to deviations in real-time. Decision-meking is mostly
daone at the carporate ar division level leaving the leader with less
input and flexibility to meet local needs. The decisions are based on
data. Whereas the nonprdfit arganizations ask far input fromthe
teamand ather leaders in the decision-meking and problem-solving
process, for-profit leaders have vast resources and drawfrom

expertise throughout the system

The recognition strategies are structured, typically consistent
throughaout the system include netrics, and leaders have nore
resources for recognition. Brployees can transfer anywhere inthe
systemwithout Losing benefits or accrued time with the corpany.
Leaders are eligible to receive bonuses far meeting targets.
Expectations are clear, as are rewards for meeting expectations.
Leaders are groomed fromwithin the entire systemwith leadership
develgpment prograns in place. The leaders leam through
experience. Therefare, leaders are moved to different locations
throughout the systemintentionally to gain experience that
prepares themfor a higher position

Accountability is inpartant. The expectations are clear and thereis
structure, multiple processes, and systens in place to correct
deviations quickly. The data are utilized to promote conrpetition
between leaders with the intent to raise the bar system-wide. This
focus on accountability creates a strong transactional leadership
style, which accarding to Avdlio and Bass (1995), builds a foundation
for transformational leadership.

Successful leaders in far-profit centers analyze and meke decisions
based on data. They are effective in navigating the pdlitical
structure and can conmunicate with multiple levelsinthe
arganization Successful leaders drive an agenda and get the
expected results. They recognize the conpany mekes the decisions
and they need to carry themout regardless of their feelings They
leam howto make it work and they are nativated by conpetition
Several leaders mentioned it’'s nat personal, it's about the numbers
and meeting targets. If you can deliver resuits, you are fine.

Conclusion

The study found nonprofit and for-profit leaders display transformmational leadership; however, it is manifested in different ways. For-prfit
leaders had a stronger propensity to utilize transactional behaviar of managenent by exception active and there was some evidence that
transactional behavior increased with arganizational size. Tumover was found to be a concemn in bath sectors withaut a correlation to
transformational or transactional leadership. More study is reconmended evaluating large hospital arganizations to determrine the extent to

which business model and size dictate leadership style.
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