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 Abstract 

Since the emergence of New Public Management (NPM) and its goal of modernising public 

healthcare management, a significant body of management accounting literature has explored how 

the interplay of contextual factors as well as actors from different levels influences management 

accounting developments, mainly in the Western context. Building on the extant literature, this 

thesis aims to advance the current knowledge by using an institutional logic perspective to 

deconstruct the complex interests at play in shaping the performance measurement and 

management (PMM) of public hospitals at the social, field, organisational, and intra-organisational 

levels in the context of China’s public hospital management. Therefore, this thesis explores how the 

multidimensional performance measurement and management (PMM) reforms are shaped by the 

complex and dynamic interplay between multi-level institutions and the constrained autonomy of 

agents within Chinese public hospital setting—by adopting an Institutional Logics Perspective (ILP).  

Employing a case study in a tertiary hospital in the southwest of China, this thesis aims to answer 

three research questions: 1) How are PMM transformation and institutional complexity dynamics 

interrelated? 2) How do the organization respond to the institutional complexity dynamics in their 

environment through PMM reform? and 3) How is the intra-organisational institutionalisation of 

the PMM reform shaped by situated actors within the organisation? The findings of this research 

reveal the intricate and multifaceted affects by the coordination between the emerging managerial 

logic at Chinese public healthcare field and the high-level dominating state logic on shaping the 

field-level PMM transformation. This study highlights the fundamental influences of institutional 

complexity at the field level on the proactive managerial response to initiate a PMM reform, as 

observed in the case hospital. Additionally, the heterogeneity in departmental professional 

reputation, operational intricacy, and leadership paradigms potentially steers internal medical 

departments towards diverse reform response strategies and then culminates in internal 

complexity by internalising diverse departmental PMM practices. Then the inconsistency between 

the managerial objectives and the actual departmental practises concerning the reforms might 

result in a means-end decoupling of this PMM reform. 

The primary contribution of this study is its extension of the contextual explanation of 

institutional logics beyond Western public healthcare settings. Drawing on a multi-level study of a 

case hospital, this research presents a theoretical framework to deconstruct the pathway of the 

PMM reform across various internal units. This framework highlights the fundamental influences of 

partial autonomy on causing internal dynamics and diversity of different medical departments in 

their responses to and adoption of the reform. The study contends that the heterogeneity of 

subunits poses challenges to designing and implementing a uniform organizational reform aimed 

at addressing external institutional complexity dynamics. Crucially, an exclusive emphasis on 

addressing the multifaceted external institutional pressures, without considering subunit diversity, 

may lead to a 'means-end decoupling' during the reform of public organizations. 

Overall, this research sheds light on the complex interplay between institutional complexity, 

partial autonomy, and PMM reform in public hospitals, highlighting the need for nuanced 

approaches that recognising the diverse contexts and cultures in which such reforms are 

implemented. The findings have important implications for policy makers and management seeking 

to design and implement effective PMM reform in healthcare sectors across different cultural and 

institutional contexts. 
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responsibility, among others. Performance management is the systematic approach that an 

organisation takes to align its performance with its corporate and functional strategies and goals 

(Bititci et al., 1997; Brown et al., 2019). 

In the context of public healthcare, PMM is an integral component of the management accounting 

system, serving distinct strategic functions compared to their private sector counterparts (Andrews 

et al., 2019). Hurst & Jee-Hughes (2001) defined performance measurement and performance 

management as two related concepts in public healthcare that aim to enhance the effectiveness 

and efficiency of healthcare systems. Performance measurement involves identifying the objectives 

of the healthcare system, measuring relevant aspects of its structure, processes, and outcomes, 

analysing the collected data, and comparing them with appropriate benchmarks. Performance 

management, on the other hand, involves taking action to improve the performance of the 

healthcare system to meet the chosen benchmarks. This may involve providing feedback and 

incentives to healthcare professionals and implementing strategies to enhance the quality and 

efficiency of care delivery. The ultimate goal of both performance measurement and management 

is to promote continuous improvement in the quality and effectiveness of healthcare services 

(Hewko & Cummings, 2016). Hence, the missions and functions of PMM exhibit significant 

discrepancies in concurrence with the objectives and strategic priorities of public and private 

entities, respectively. 

Unlike private sector organisations, which typically aim to maximise profit, market share, or 

customer satisfaction (Bozeman & Bretschneider, 1994), public healthcare organisations often 

pursue multifaceted and ambiguous objectives, not just quality or effectiveness, in their PMM 

practices. As public entities, they must frequently strike a balance between multiple, potentially 

conflicting objectives, including efficiency, equity, quality, and accountability (Castelnovo & 

Sorrentino, 2022; Hvidman & Andersen, 2014). Additionally, public healthcare organisations face 

challenges in adapting to fluctuating and uncertain socio-economic and political environments. 

Measuring and attributing performance outcomes can be problematic, as these may depend on a 

variety of external factors and actors (Voet et al., 2016). As a result, distinctive obstacles arise in 

the design and development of PMM for the public healthcare sector, necessitating adaptation to 

the intricate interests of involved actors and a sophisticated contextualised environment. 

The extant literature on management accounting (MA) in the public sector has yielded valuable 

insights into the evolutionary trajectory of public PMM. Among the salient features of this evolution 

are the shift from performance measurement to performance management, as delineated by Gao 

(2015) and Garengo & Sardi (2021), and the emergent roles of MA in internal control and strategic 

management, as elucidated by Bourne et al. (2018) and Sheikh et al. (2022). Additionally, MA has 
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been recognised as a balanced tool for reconciling the diverse voices and dynamic relationships 

among various stakeholders (Manes-Rossi et al., 2018) and as a contextualised and stakeholder-

interwoven phenomenon that shapes PMM development, as emphasised by Manes-Rossi et al. 

(2018), Modell (2004), Steccolini et al. (2020), and Vakkuri (2022). In the context of PMM studies in 

public healthcare, several analogous advancements have been recognised in the establishment of 

performance management by means of feedback, goal setting, and accountability (Aidemark & 

Funck, 2009a; Kelly et al., 2015), PMM’s significant impacts on a range of organisational internal 

control aspects, including financial management, quality assurance, and stakeholder engagement 

(Harlez & Malagueño, 2016; Mahlendorf et al., 2014a; Modell & Lee, 2001), as well as the 

contextualised PMM for balancing the diverse demands of stakeholders (Guven & Uslu, 2012; Kelly 

et al., 2015).   

While previous studies enhanced our understanding of PMM in the public healthcare sector, 

significant gaps were identified. Firstly, according to Tran and Nguyen's (2020) assertion, 

performance measures assume a crucial function in strategic management by facilitating public 

managers to align their strategies with their objectives, monitor their progress, assess outcomes, 

and make well-informed decisions. While the strategic significance of PMM has been established in 

other public sector studies (Bourne et al., 2018), earlier investigations in the public healthcare 

sector have predominantly overlooked its role in strategic management. Rather, these studies have 

placed greater emphasis on their political functions (Aidemark & Funck, 2009a; Chang, 2009; Guven 

& Uslu, 2012). Nevertheless, this thesis aims to shed light on the internal dynamics and 

determinants within organisations that catalyse PMM reforms and generate deviations in their 

implementation. 

Secondly, as PMM in public healthcare continues to evolve, it has become increasingly apparent 

that its development is multidimensional (Leatherman et al., 2009). Hence, there is a growing need 

for research efforts to reflect this reality by analysing the multiple dimensions of PMM models in 

practise. However, despite some healthcare studies focusing on balanced scorecard (BSC) and 

quality-related performance measures (Aidemark & Funck, 2009; Dyball et al., 2011b; Eldenburg et 

al., 2015; Østergren, 2006), there remains a pressing need for more research attention in this area. 

This thesis, therefore, will observe the design and implementation of a multidimensional PMM 

reform in public healthcare organisations to explore the roles of multidimensional PMM in 

addressing the diverse institutional logics that permeate various levels. 

Also, despite the growing interests in PMM in public healthcare and other public sectors, there is a 

lack of dynamic and systematic analysis of the contextualised and stakeholder-interwoven nature 

of shaping PMM developments (Modell, 2022). This is evidenced by the limited literature available 
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in this area, such as recent works by Garengo and Sardi (2021) and Osborne et al. (2022). In their 

work, Garengo and Sardi (2021) propose contextualised performance measurement as a type of 

performance measurement, considering the specific context in which it is being used. Meanwhile, 

Osborne et al. (2022) suggest that contextualised performance measurement can help public sector 

organisations better understand their performance and identify areas for improvement by 

considering factors such as organisational culture, stakeholder expectations, and external 

environmental factors. Numerous studies in the realm of public healthcare have underscored the 

significance of contextual factors in the successful implementation of a PMM (such as Aidemark & 

Funck, 2009; Guven & Uslu, 2012). 

However, there is currently a dearth of a comprehensive and dynamic multilevel perspective that 

encompasses the intertwined macro socio-economic factors, organisational field dynamics, and 

intra-organisational diversity on PMM pathways. Consequently, further research is imperative to 

shed light on constructing a systematic examination of the contextualised PMM developments and 

practises in the public healthcare sector (Manes-Rossi et al., 2018; Modell, 2004; Steccolini et al., 

2020; Vakkuri, 2022). Thus, this thesis endeavours to explore the multidimensional reform of PMM 

within public health organisations. More precisely, the study will focus on the continuous interplay 

of multilevel contextual factors and their impact on shaping the roles of multidimensional PMM in 

healthcare organisation management. By delving into the intricate interactions between engaged 

stakeholders and the broader contextual landscape, this study seeks to contribute to the 

burgeoning discourse on the "multidimensionalization" of "contextualized" PMM in public sector 

management, particularly in relation to its functionality within complex stakeholder environments. 

Empirically, there has been an increasing interest in research centred on emerging economies as a 

complementary area of study to previous research predominantly focused on the developed 

countries. The research attention focused on exploring accounting-related theories in emerging and 

developing countries is regarded as a blind spot by Baboukardos et al. (2021) and Yonce & Barnes 

(2022). The Chinese public healthcare system is informed by the salient features of the centralized, 

state-driven, belatedly developed, and weakly professional-associated healthcare system in China, 

as delineated in this thesis. These characteristics diverge from the widely prevalent NPM settings 

in Western countries. Thus, this thesis presents a novel perspective on the design and 

implementation of multidimensional PMMs in healthcare organisations by examining the unique 

emerging economic context of Chinese public healthcare. In addition, the Chinese public healthcare 

system faces significant uncertainty due to frequent government policy changes related to funding 

policies and healthcare service orientations. Meanwhile, the system faces immense pressure to 

provide equitable and efficient services to a vast population (Yip et al., 2019). This challenging 

context presents an opportunity for this thesis to examine the critical PMM change processes that 
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are entwined with external political and societal environmental dynamics, as well as the diverse 

perspectives of internal stakeholders. 

In addition to identifying research attention gaps, it is imperative to acknowledge the theoretical 

gap in studies pertaining to PMM within the context of public healthcare. Previous studies on PMM 

in the public sector have largely relied on organisational management theories, such as goal setting 

theory, expectancy theory, and stakeholder theory (Sheikh et al., 2022), to explore the roles and 

evolutions of PMM. There is a lack of in-depth understanding of the multidimensional evolution of 

PMM models and contextualised PMM developments, which require a more  socialised theoretical 

lens to explore the interactions of social actors from different levels within society. While there are 

more and more studies incorporating new institutionalism in sociology (e.g., Conrad & Uslu (2011); 

Grafton et al. (2011)), such discussions still rely on relatively outdated NIS theories and simplistic 

theoretical frameworks (Bourne et al., 2018; Modell, 2022). This highlights the need for a 

comprehensive and dynamic sociological theoretical framework to better understand the 

motivations and impacts of multidimensional PMM models on public management and how PMM 

reforms are contextualised dynamically within the work of multi-level social actors. 

To develop a more comprehensive and dynamic sociological framework for studying the 

multidimensional nature of PMM in the public sector, this study utilises the institutional logic 

perspective (ILP) approach from the field of New Institutional Sociology (NIS). The goal is to create 

a multi-level, contextualised, and dynamic institutional complexity framework for PMM reform that 

enables an in-depth analysis of the developments and impacts of public PMM. By employing the 

ILP approach, this study seeks to better understand how the various institutional logics that shape 

the public sector influence PMM reform. The resulting framework will be able to account for the 

complex interplay between different institutional logics at multiple levels of analysis, including the 

organisational, sectoral, and societal levels. 

The New Institutionalism in Sociology (NIS) has been extensively employed in public management 

accounting reform studies to examine the interplay between the broader institutional environment 

and existing internal institutional arrangements on public organisations' management accounting 

systems and practises (Brignall & Modell, 2000; Goddard, 2010; Scapens & Bromwich, 2010). The 

NIS is characterised by society’s cultural-cognitive, normative, and regulative pillars (Meyer & 

Rowan, 1977; Scott, 1995), which serve as a framework for organising social life that is taken for 

granted. The NIS aims to offer a more comprehensive and nuanced understanding of the social and 

institutional contexts of management accounting change (Arroyo, 2012; Scapens, 2012). This 

approach helps to explain the persistence and diffusion of specific accounting practises across 

diverse organisations and sectors (Siti-Nabiha & Scapens, 2005). Consequently, an NIS theoretical 
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lens is utilised to investigate the diffusion process and outcomes of management accounting reform 

within the broader institutional context, taking into account the involvement of various agencies.  

Nevertheless, the NIS still falls into the theoretical conundrum of elucidating the autonomy of 

embedded agency in institutions that foster institutional change (Seo & Creed, 2002). To further 

address the embedded agency paradox, it is essential to theorise the distinctions among various 

institutional prescriptions, acknowledge the dynamics that occur in institutional life, and theorise 

agency's diverse reactions (Lok & Willmott, 2019; Thornton & Ocasio, 2008). The institutional logic 

perspective (ILP) derived from NIS has gained increasing attention in this research domain (Nasreen 

& Baker, 2019). 

The ILP has been proposed to account for the influence of agency during institutional reproduction 

while maintaining institutional embeddedness and striking an optimal equilibrium between the 

institutional effects on actors and the reflection and impact of embedded agency on the 

institutional environment (Lok & Willmott, 2019; Thornton & Ocasio, 2008). Institutional logic is 

delineated as "the central organising principles and actions derived from cultural discourses and 

material practises prevalent in distinct institutional or societal sectors" (Thornton, 2004, p. 2).  

In public organisations where complex stakeholders influence organisational behaviours, the ILP 

offers significant advantages in theorising various agencies and their associated values and interests 

(Broek et al., 2014; Cai & Mountford, 2022). Concurrently, the ILP has been proposed to provide 

rich and dynamic insights into organisational practises and transformations (Greenwood et al., 2011; 

Thornton & Ocasio, 2012). This approach is beneficial for tracking the process of organisational 

change, as it views such changes as ongoing interactions among actors based on their distinct power 

dynamics and reflexivity (Lok & Willmott, 2019). 

Nonetheless, previous investigations in public management utilising the ILP have yet to provide an 

extensive and dynamic contextual understanding of changes in public management accounting 

amidst the changing institutional complexities (Ponte & Pesci, 2022). Therefore, there is an 

imperative need to conduct a balanced analysis of human agency and institutional roles in the 

institutionalisation of management accounting practises (Modell, 2022), which can be further 

enhanced through the application of an ILP approach. 

The overarching objective of this thesis is to bridge the empirical and theoretical gaps in the 

literature pertaining to PMM reform in public hospitals. To accomplish this, a distinctive 

opportunity has been seized to undertake a multi-level investigation within the Chinese public 

healthcare landscape, which is characterised by a weak professional association and a late 

development stage and operates under the essential influence of state power. Moreover, this study 
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This case provides a unique lens to examine the multidimensional PMM reform in public hospitals 

within an evolving institutional complexity. 

Based on this case study, the research problem identified above is further unpacked into three 

separate research questions, as follows: 

To investigate the institutional logics within the Chinese public healthcare system, it is important 

to consider the broader socio-economic and political factors that influence it. Moreover, the field 

of performance measurement and management (PMM) is undergoing transformation, driven by 

the relational dynamics behind institutional logics, as discussed by Dillard et al. (2004) and prior 

literature on the institutional logics perspective (ILP). Thus, the first research question is proposed 

as: 

RQ1: How are PMM transformation and institutional complexity dynamics interrelated? 

This research question aims to shed light on how the isomorphic PMM reform model at the field 

level is shaped by current institutional complexity dynamics. Chapter 6 addresses this research 

question. 

In order to address the organisational response to the shifting external institutional complexity and 

emerging institutional logic within the field-level performance measurement and management 

(PMM) transformation, this study explores the interactions between constrained agency and 

emerging logic, drawing from agency reflexivity in NIS (Thornton & Ocasio, 2012), Greenwood et 

al.'s (2011) framework for organisational responses to institutional complexity, and prior literature 

on organisational responses to emerging logics within the Institutional Logics Perspective (ILP). This 

leads to the second research question proposed: 

RQ2: How do the case hospital respond to the institutional complexity dynamics in their 

environment through PMM reform? 

This research question aims to shed light on the role of human agencies and changing institutions 

in designing PMM reform to respond to institutional dynamics. Chapter 7 delves into this research 

question in greater depth. To examine how the institutional logics dynamics and intra-

organisational agency interact to shape the institutionalisation of the multidimensional PMM 

reform within the hospital, while drawing on the literature on partial autonomy of embedded 

agency (Thornton et al., 2012) and prior research on contextual factors influencing agency 

reactions, the third research question is proposed as: 

RQ3: How is the intra-organisational institutionalisation of the PMM reform shaped by situated 

actors within the case hospital? 
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contributions of Greenwood et al. (2011) on the relationships between institutional complexity and 

organisational responses and Dillard et al. (2004) on the multilevel institutional relational dynamics 

to build the framework skeleton and refers to prior pertinent ILP research to enrich the detailed 

assumptions. Chapter 5 provides a detailed explanation of the research philosophy and 

methodology, justifies the choice of a qualitative case study for this research and presents the data 

collection method and data analysis process. 

Chapters 6 to 8 present the findings of the thesis based on the three research questions. This starts 

with the findings related to field-level dynamic institutional complexity and its interactions with 

field-level PMM transformations. Then it explains how the PMM transformations, as isomorphic 

PMM reform pressures, together with external and internal institutional actors, promoted the 

responses of the case hospital. Last, it gives significant attention to demonstrating how the intra-

organisational institutionalisation of the PMM reform walked along different paths within 

interactions with the situated actors. 

Finally, Chapter 9 provides a discussion of each research question's related findings and develops a 

revised dynamic and multi-level contextualised framework for studying organisational PMM 

reform. Based on these findings, the theoretical contributions and practical implications of this 

study are presented. Following that, the limitations of this study are acknowledged, and concluding 

remarks are given. 
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significant criteria and practises surrounding management accounting change and how it will 

ultimately be institutionalised. In this framework, intra-organisational institutionalisation is 

theorised as the realm of action that refers to the micro-level practises executed by internal actors 

and systems under the isomorphism pressures of the institutional realm. This framework effectively 

demonstrates the multi-level contextual dynamics involved in the initiation, dissemination, 

penetration, embedding, and reverse-engineering of healthcare management accounting (MAC) 

using a neo-institutionalist lens. Thus, this review adopts the aforementioned contextual 

framework to address the previously listed review question. 

Figure 2.1. The MAC contextual framework by Alasharari et al. (2015, p. 491) 

 

To guide the systematic review of all relevant studies on healthcare management accounting 

changes and to focus on management accounting change (MAC) in the organisational field and 

organisation, this review adopts Alasharari et al.'s (2015) framework and revises it to be a more 

general contextual framework (see Figure 2.2). The theoretical framework is designed to recognise 

the multi-level factors that influence hospital MAC differently from a dynamic perspective. 

As explained in Figure 2.2, socio-economic and political changes have the potential to alter the 

distribution of power at a macro level, influencing decision-making about public healthcare 

(Alsharari et al., 2015). This may lead to regulatory adjustments in healthcare policies at the macro 

level, for example, in funding policy. This in turn would lead to regulatory environment changes in 

the relevant public healthcare fields, such as cost-standardised regulations enforced under 

austerity funding policies. The field-level regulatory changes would then result in field-level 

management accounting changes (MAC), for example, with full-costing methods becoming popular 

under cost-standardised regulations. 
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The new regulatory environment and field-level practises would exert external pressure on public 

healthcare organisations to adopt new criteria for their management accounting systems, leading 

to changes in the design and operational procedures of the entire management accounting process 

within the organisation. The process of management accounting change, encompassing both design 

and practical procedures, would undergo iterative developments through interactions with 

different internal groups at the micro level. These developments would finally shape the 

management accounting change and return to impacting the organisational criteria. 

Thus, this review draws on the revised contextual framework of MAC to recognise the multi-level 

factors that influence hospital MAC differently from a dynamic perspective, providing a 

comprehensive analysis of the current state of research on healthcare management accounting and 

its interplay with complex and multifaceted contextual environments as well as the participants 

involved (Alsharari et al., 2015). 

Figure 2.2.A comprehensive multi-level contextual analysis framework for healthcare 

management accounting (MAC) 
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quality and reliability of the sources, only publications from top-tier journals4  in the fields of 

accounting, public management, and medicine were ultimately chosen.  

Striking a balance between bias and quality in systematic reviews remains a challenge. To ensure 

the rigor of this systematic review, only journals that rank highly within the fields of accounting, 

public management, and medicine were selected, based on established academic journal ranking 

systems. However, there is growing criticism that focusing solely on top-tier journals may introduce 

bias into reviews. To address this concern, this review began with a comprehensive search of 

relevant papers, followed by a screening process that took into account the quality of their 

respective journals. This approach allowed for the inclusion of journals that have made significant 

contributions to research, even if they are not top ranked, such as the Asian Review of Accounting 

and the Australia Accounting Review.  

Finally, the collects papers are from 19 highly ranked accounting journals, one public management 

journal, and one medical journal5. These journals include: 

Accounting journals: The Accounting Review; Accounting, Organisations, and Society; Journal of 

Accounting Research; Contemporary Accounting Research; European Accounting Review; 

Abacus; Accounting and Business Research; Accounting Horizons; Accounting Forum; 

Accounting, Auditing and Accountability Journal; British Accounting Review; Critical 

Perspectives on Accounting; Management Accounting Research; Journal of Accounting 

and Economics; Journal of Accounting and Public Policy; Journal of Accounting, Auditing, 

and Finance; Financial Accountability and Management; Australian Accounting Review; 

and Asian Review of Accounting. 

Public management and medical journals: Public Management Review and Health Services 

Research. 

By including these journals, this review provides a comprehensive analysis of the current state of 

research on healthcare management accounting, drawing on a wide range of high-quality academic 

literature. 

 

4 In this review, we have included journals from the fields of accounting and public management that are 

rated as 3, 3*, 4, and 4* by the ABDC. Simultaneously, we have also considered journals ranked in the Q1 
category by SJR, representing the top 25% of publications. 
5 Although this review aims to encompass prominent medical journals related to the research subject, the 

search outcomes indicate that only one specific medical journal has published research pertine nt to this 
theme, while papers from other medical journals predominantly concentrate on medical domains.  
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 Financial Accountability and 

Management 

71 

 Journal of Accounting and 

Economics 

3 

 Journal of Accounting and Public 

Policy 

7 

 Journal of Accounting Research 2 

 Journal of Accounting, Auditing and 

Finance 

1 

 Management Accounting Research 27 

 The Accounting Review 5 

Public management journal Public Management Review 1 

Medical journal Health Services Research 11 

Total  207 

 

Figure 2.4 shows a gradual increase in the number of publications from 1980 to 2019, indicating a 

growing focus on management accounting research in the healthcare field (Yonce & Barnes, 2022). 

Although the prevailing trend does not present significance, it is impe rative to underscore the 

necessity for an intensified focus on research within management accounting in the context of 

public healthcare. This approach necessitates a broader opportunity for publications related to 

healthcare accounting, thereby enriching the literature and potentially contributing valuable 

insights to the field. 

The ongoing COVID-19 pandemic has highlighted the importance of healthcare systems, making it 

necessary to explore the role of management accounting in mitigating its impact. In particular, the 

pandemic has revealed the need for effective resource allocation and cost management, making 

this area of research increasingly relevant and important (Shahid et al., 2020). 

Overall, the findings suggest that management accounting research in the healthcare field has 

increased over the past few decades, but there is still much to be done to address the gaps in the 

existing literature. Specifically, there is a need for more research on the role of management 
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accounting in public healthcare, particularly in the context of the COVID-19 pandemic (Karim et al., 

2021; Shahid et al., 2020). 

Figure 2.4. Trend of publication of articles over time in total 

 

In terms of geographical distribution, Figure 2.5 depicts the growth trend in the number of research 

studies conducted in specific regions over time. This trend is consistent with previous findings by 

Helden (2005) and Malmmose (2019), which indicate an increase in research from developed 

countries. Notably, the majority of research in healthcare management accounting has been 

conducted in the United Kingdom (UK) and the United States (US), while studies from Asian 

countries have been limited to seven studies covering Japan, Taiwan, Sri Lanka, India, and Iran. Only 

one study (Bobe et al., 2017) has explored the African context, indicating a lack of attention to 

underdeveloped countries in this research area. As noted by Helden (2016, p. 61),  "the public sector 

M.A. in emerging economies is still in its infancy" and requires more attention to boost its 

development. Also, despite this limited attention, several developing countries, such as China, 

India, and Vietnam, have implemented NPM reforms or other public healthcare reforms (Larbi, 

1999). 

Thus, the literature on healthcare management accounting has been predominantly focused on 

research from developed countries, with limited attention given to underdeveloped countries. 

However, given the recent implementation of healthcare reforms in emerging economies, there is 

an increasing need for greater scrutiny of healthcare management accounting practises in these 

regions (Yonce & Barnes, 2022). 
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their superior ability to analyse particular management accounting (MA) processes (Baškarada, 

2014; R. Yin, 2009). 

As depicted in Table 2.2, this review has identified some longitudinal studies and comparable case 

studies in the healthcare MA topic, while case studies have been the most commonly used 

approach among previous researchers. Recent scholarly discussions have encouraged the use of 

longitudinal and comparative case studies. By using a longitudinal case study approach, researchers 

may be better able to explore the dynamic processes over time and overcome the limitations of 

applying the findings of a single case, thus making the research findings more robust (Modell, 2009). 

Approximately 27% of publications used a quantitative approach in their studies, relying on 

positivism (Chenhall & Moers, 2007; Edmondson & Mcmanus, 2007). However, such an approach 

has limitations, including the inability to capture different perceptions and convey the storey of 

internal actor interactions, as well as the effects of complex internal and external environments 

(Ahrens, 2008; Modell, 2005; Vaivio & Sirén, 2010). Hence, it is apparent why quantitative research 

was not the most popular approach for studying this research trajectory compared to qualitative 

methods. While some scholars have advocated for a hybrid approach (Ahrens, 2008; Modell, 2005, 

2010; Vaivio & Sirén, 2010), our findings reveal that research adopting mixed methodologies is still 

in its infancy. 

In conclusion, Table 2.2 highlights the research methodologies used in healthcare management 

accounting studies, with qualitative methodologies, particularly case studies, making the most 

significant contributions. The review suggests that qualitative methodologies, particularly case 

studies, provide valuable insights into healthcare management accounting processes and 

participant concerns. Future research should consider incorporating longitudinal and comparative 

case studies to enhance the robustness of research findings. The adoption of mixed methodologies 

could also provide a more comprehensive understanding of healthcare management accounting 

practices. 
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the global economic slump, austerity, and fiscal constraints in many countries, implies that cost 

management remains a critical requirement for managing public hospitals. 

Confirming the argument that performance management plays an integral role in modernising 

public hospital management (Lapsley, 2001), performance management-based research has clearly 

increased over the years and has gained significant attention since 2010. It also reflects the growing 

focus on performance management in public healthcare organisations. The findings are consistent 

with those of other public MA assessments. However, certain discrepancies also emerged, such as 

the highlighting of budgeting by Helden (2005) in their review of public MA research. 

Figure 2.6.An analysis of the published years of research focus-specified studies 

 

Figure 2.7 illustrates the basic theories used in public healthcare management accounting research, 

categorised under different research focuses. Among the theories adopted, organisational theories 

were prominent, including institutional theories (old and new), contingency theory, actor-network 

theory, agency theory, economic theory, and other organisational theories. In addition to 

organisational theories, sociological theories such as those espoused by Foucault (1991), Miller and 

Rose (1990), and Habermas (1987) accounted for a relatively significant proportion of studies. 

However, the use of sociological theories in MA research is still limited, despite the unique insights 

that they provide on linking MA practises to human actions and social relationships. Researchers 

also adopted other theoretical concepts outside organisational and sociological domains and used 

prior literature with no explicit theoretical foundation as a framework for analyses. 

 

0

1

2

3

4

5

6

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Performance measurement Cost management

Budget Accounting control system

Accounting information and others



Chapter 2 

28 

Figure 2.7. The allocation of theories applied in studies referring to diverse research focus 
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The adoption of new institutional theories was prominent in all areas of research (Figure 2.7), 

indicating that institutional theories play a major role in examining MA in public healthcare. This is 

consistent with the findings of Scapens and Bromwich (2020) and Helden (2005). The new 

institutional theory provides powerful concepts such as institutional logic to facilitate research into 

various environmental elements (macro level, organisational field, and organisational level). 

Institutional logic is used as a theoretical lens for seeing and explaining the fundamental 

motivations behind actors' responses. Meanwhile, the new institutional theory helped elaborate 

on the interactions that occurred between actors and institutions, as some scholars developed 

theoretical frameworks based on NIS to guide the observation of management accounting changes. 

As illustrated in Figure 2.7, agency theory plays a crucial role in performance management-based 

studies. It provides the foundation for research into the relationship between performance 

incentives and the behaviour of those who are influenced by them. Budgeting and management 

control studies frequently employ contingency theory, which introduces the notion of "fit" to aid 

researchers in determining how the system can be compatible with the organisation and what 

organisational characteristics should be considered while creating the MA system. Actor-network 

theory is also used in all research areas to describe the dynamics of MAS, as it advises employing a 

"translation" process. Actor-network theory-based investigations considered non-human 

variables—the earlier MA system or existing operational mechanism—impacting the transition 

process, as the actors would include both human and non-human actors. 

This section explores the key elements and theories that dominate healthcare management 

accounting research. The research focus mainly revolves around performance management, cost 

management, budget management, accounting information, and management accounting control 

systems. The analysis indicates that cost management remains a critical requirement for managing 

public hospitals due to the global economic slump, austerity measures, and fiscal constraints. The 

study also confirms the growing focus on performance management in public healthcare 

organisations, which plays an integral role in modernising public hospital management. 

Furthermore, the review highlights the prominent use of organisational and institutional theories 

in healthcare management accounting research, particularly the adoption of new institutional 

theories. However, the use of sociological theories is still limited, despite their unique insights into 

linking management accounting practises to human actions and social relationships.  

In summary, this review of healthcare management accounting research provides a comprehensive 

analysis of the current state of research on this topic. The study highlights the lack of research 

attention given to developing countries and confirms the increasing focus on performance 

management in public healthcare organisations, which plays a crucial role in modernising public 
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the power dynamics and focus allocation of relevant stakeholders involved in the development of 

MA systems in the public healthcare sector. 

The economic environment has been identified as a key driver of MA changes in public healthcare, 

with the introduction of innovative practises becoming essential during times of economic 

depression (Alcouffe et al., 2008; Lowe, 2000). Meanwhile, changes in macroeconomic policy, such 

as the adoption of austerity policies, can have a negative impact on the institutionalisation of 

accounting reforms (Major et al., 2018). 

The role of political preference has also been extensively studied in the literature, with Groot (1999) 

examining budgetary reforms in the healthcare and higher education sectors in the Netherlands 

and finding that government attention played a crucial role in shaping the objectives of budgetary 

reforms. Kantola and JÄrvinen (2012) argued that the transfer of responsibility for public healthcare 

from the state to municipalities had a significant impact on the balance of competing logics in the 

sector and might have affected the timing of MA changes. Bobe (2017) suggested that the Balanced 

Scorecard (BSC) be implemented as a sector-wide system aimed at aligning the strategies of the 

healthcare sector with the operations of specified hospitals and promoting the monitoring and 

evaluation of their performance. 

Public concerns about healthcare expenditures and service efficiency have also been identified as 

drivers of MA changes, with Covaleski et al. (1993) contending that the adoption of case -mix 

accounting systems in hospitals was necessary to conform to societal expectations and promote 

rationality. Jones and Mellett (2007) posited that accounting practises are shaped by social 

pressures, which can impact the roles and practises of MA in healthcare organisations. 

Furthermore, the financial crisis, economic recession, or growing healthcare demands can lead to 

changes in MA practises in response to public concerns about improving hospital efficiency and 

saving costs (Carr & Beck, 2020; Conrad & Uslu, 2011). 

Discourse contests arising from public management reform efforts aimed at "modernizing" public 

hospital management can also significantly impact the direction of MA practices. The increasing 

pressures on healthcare costs and service efficiency have intensified the potential conflicts and 

contests between different actors within society, such as management and physicians (Gebreiter, 

2016; Preston, 1992). 

As prior studies have evidenced, the accounting practises in healthcare cannot be fully 

comprehended without taking into account the broader socio-economic and political contexts in 

which they arise. This approach acknowledges the interconnected nature of accounting practises 

and the discourses that shape them and necessitates a comprehensive understanding of the 
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in China have led to the development of a new organisational change pathway, "reorientation 

through manipulation" (Cui et al., 2019). 

However, regulations can also be decoupled from practices, as observed in the introduction of the 

Prospective Payment System (PPS) in Norway (Pettersen, 1999). It is, therefore, crucial to consider 

the specific hospital context when formulating and implementing regulatory policies rather than 

adopting a "one size fits all" approach. 

In addition to the healthcare regulatory environment, field-level structure, market competition, and 

ownership type are also important factors that influence management accounting practises in 

public healthcare. Gebreiter (2016) suggested that a centralised and single -funded healthcare 

system, which used simple management accounting techniques, effectively facilitated the 

constraints of healthcare expenditures, while a decentralised and multi-funded healthcare system 

may impede the use of MA to achieve cost control and provide more opportunities for strategic 

accounting use. Previous research has shown that competition has a positive effect on the adoption 

of hospital cost systems (Hill, 2000). Moreover, the intensity of competition has been found to 

positively influence the need for accounting information when facing price competition (Krishnan, 

2005). Furthermore, dominant hospitals in the market with low inter-organisational dependence 

were found to accept revenue-increasing strategies in cost management rather than relying on 

reducing or transferring costs when facing the US's dual payment system (Hsu & Qu, 2012).   

The ownership structures of hospitals have a significant influence on how public and private 

hospitals respond to management accounting practices. Public hospitals typically receive 

reimbursements from the government, whereas private hospitals are self -sufficient and rely on 

operational revenues. The distinct organisational missions assigned to these hospitals by their 

respective governing bodies and shareholders guide their management accounting changes. 

Prior studies have found that different hospitals react differently to regulatory changes and choose 

different types of accounting information to establish performance incentives. Eldenburg and 

Krishnan (2008) conducted a cross-sectional and quantitative study that investigated how different 

ownership structures affect the relationships between accounting information using and incentive 

contracts when external regulations change. The study suggested that public hospitals were less 

likely to use incentive contracts than private hospitals (including for-profit hospitals and not-for-

profit hospitals) due to government regulations or constraints on their governance and incentives. 

Furthermore, public hospitals' accounting information expenditures aimed to obtain precise 

accounting data in budgeting management and to ensure legitimacy from stakeholders, while 

private hospitals, particularly for-profit hospitals, spent more on obtaining accounting information 

for making incentive contracting judgments. Eldenburg et al. (2015) also used cross-sectional 
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quantitative methods to observe how different ownership structures affect the relationship 

between profit-based incentives and the provision of charity services. In contrast with private-

owned hospitals, no significant association existed between providing charity care and managers' 

performance incentives in public hospitals because of the different institutional pressures that 

these two types of hospitals face. 

In contrast to the two quantitative studies, Lachman et al. (2016) employed comparative case 

studies of hospitals to focus on the adoption of PMS and clinical staff's incentives to introduce 

diagnosis-related group (DRG)-based quality assurance programmes in Germany. This study 

provided novel insights into performance measures directed at clinical staff. Public and private 

hospitals relied more on objective measures, while public hospitals employed quality -oriented 

measures. This processual study suggested that physicians gradually developed financial awareness 

in their decision-making while physicians' and managers' conflicts were still pressing in public 

hospitals. The degree of adoption of performance measures was also different among professional 

groups such as physicians and nursing groups. Furthermore, hospitals with different ownership 

structures had different responses to regulatory changes. Holzhacker et al. (2015) suggested that 

hospitals would modify their cost functions in response to price regulation and that ownership and 

the related institutional constraints would affect the extent of their responses.  

Generally, healthcare regulations have a significant impact on the accounting policies and 

management accounting practises of hospitals. However, the effectiveness of these regulations is 

contingent upon their alignment with the unique contexts of individual hospitals. While regulations 

can be effective in influencing deliberate management accounting behaviours, their success should 

be continuously evaluated to minimise any unintended consequences. It is important to note that 

various factors, such as market competition, healthcare system structure, and ownership type, can 

influence the management accounting practises of both public and private hospitals, echoing 

Eldenburg et al.'s (2017) review findings. The adoption of different types of accounting information, 

the provision of performance incentives, and the degree of adoption of performance measures can 

all vary based on the ownership structure of the hospital.  

Previous studies in the healthcare setting, however, have not extensively discussed the possible 

impacts that field-level management accounting changes or significant organisational management 

accounting practises may have on field-level transformations. Research on field-level management 

accounting has mainly focused on the detailed changes applied within internal organisations, 

lacking interactional insight into the field-level changes that follow. Additionally, only a few studies 

have examined the influences of market competition or economic rationale on public healthcare 

management accounting changes. Despite the introduction of marketization into Western public 
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with the requirements of different actor networks in order to embed changes in the whole 

management system (Bobe et al., 2017). 

In summary, this study highlights the importance of considering various organisational attributes 

when exploring MA practises in hospitals. The size, management structure, strategy, culture, and 

organisational changes of hospitals can all influence MA practises and their effectiveness. 

Organisational changes  

Organizational change is a concept that has been widely studied in the context of public hospitals. 

It involves changes in operational routines and strategies that can have a significant effect on the 

organisation (Herold et al., 2008). Accounting changes are often associated with organisational 

changes (Hopwood, 1983), providing opportunities and demands for reforming management 

accounting (MA). Abrahamsson et al. (2011) state that there are two reciprocal relationships 

between organisational changes and accounting changes: MAS can facilitate the identification of 

demands necessary for motivating organisational changes, and MA must also change to 

accommodate the changes in the organisational environment. 

Studies have shown that MAS can play an interactive or diagnostic role in hospitals, with interactive 

roles being more effective in promoting and implementing changes (Abernethy & Brownell, 1999). 

Naranjo-Gil and Hartmann (2007a) and Naranjo-Gil and Hartmann (2007b) suggested that different 

actors use MAS differently during changes, with top professional management using it interactively 

and administrative top management using it diagnostically. Kastberg and Siverbo (2013 & 2016)  

also noted that the decentralisation of hospital management requires a non-financial, horizontally 

oriented system that focuses on providing interactive accounting information to both physicians 

and managers. 

Furthermore, MA is also essential for both promoting and being affected by organisational changes. 

Budgeting, for example, has been proposed as a medium for making clinical activities visible and 

accountable during NPM reforms (Jacobs, 1995). Accounting has also been found to have a 

“constitutive” role in building the core towards modernising healthcare during many European 

healthcare reforms (Marcon & Panozzo, 1998). Furthermore, organisational changes can induce 

specific changes in MAS, with significant organisational culture changes prompting care agencies to 

value the role of cost information in enhancing cost-effectiveness in delivering care (Llewellyn, 

1993). 

In conclusion, it is important to consider the interactive or diagnostic roles of MAS and their 

adaptation to organisational changes when designing and implementing MA practises in hospitals. 

MA can act as a promotional tool in pushing through organisational changes or can be the weak 
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component in hampering the changes and is continuously affected by the changes, adapting to the 

organisational environment. 

Internal actors 

Evidence has shown that the interaction between internal actors is significant in shaping the 

practises of management accounting (MA) in public hospitals. Different actors will react differently 

and take on different roles based on their distinct orientations. Pioneers who worked to import 

changes and convince other actors to accept the innovations as "solutions" in the initial period 

played a significant role in motivating the diffusion of changes (Alcouffe et al., 2008). According to 

Lowe (2000), the degree of negotiating difficulties between the actors will influence the type of 

innovation (e.g., incremental or radical). Leotta and Ruggeri (2017) concluded that the essential 

differences between management agencies and professional agencies in management and the 

distinct needs and interests of different "actants" toward healthcare services contribute to the 

"problematization" stage. 

Medical professionals possess a relatively high level of autonomy in their daily work (Abernethy & 

Brownell, 1999). While modern management accounting seeks to build a transparent and robust 

control system that can penetrate the hospitals' overall operation (Kurunmäki, 2004), clinicians may 

be reluctant to accept changes due to the risk of reducing autonomy and may interpret the reform 

contents as getting more resources (Preston, 1992). Pettersen (1999) found that physicians did not 

respond to the new incentive system. The accounting change ultimately decoupled by physicians, 

and nurses also did not include the reforms in their beliefs, norms, and values which guide their 

actions. Lehtonen (2007) found that the application and use of accounting information from the 

new DRG-based prospective pricing and case-mix accounting system varied between organisational 

levels and between individuals.  

Communication, participation, and collaboration are critical to persuading clinicians to follow the 

system. Jones and Dewing (1997) proposed that the impact of change was best at the intermediate 

level, while clinicians adopted various strategies to address the tension between their culture and 

management requirements. When policymakers focused on softening the tensions between 

administrators and clinicians by adopting managerial initiatives, Jones (1999) observed initial 

success. Groot (1999) suggested maintaining consistency between the design of MA and 

professionals’ opinions and attitudes. When the changes interested clinicians and echoed with the 

management matters that they also paid close attention to, clinicians would tend to gradually 

accept taking on the financial responsibilities during their work while maintaining their professional 

responsibilities. 
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Furthermore, providing enough discursive space and supporting the clinicians’ training to achieve 

collaborations with managers on management will help reduce the resistance (Guven‐Uslu & 

Conrad, 2011; Lowe & Doolin, 1999). It also contributes to improving the relevance of accounting 

information produced for physicians' decision making rather than the final loose coupling between 

physicians' actions and the accounting system (Nyland & Pettersen, 2004). Physician managers who 

act in management roles with medical professionals’ identities could also work as key mediators 

between top managers and normal physicians among the conflicts over different orientations 

(Nyland & Pettersen, 2004).  

Overall, prior studies suggest that the interaction between internal actors has been shown to be 

significant in shaping the practises of MA in public hospitals. Different actors have distinct 

orientations and will react and act in different ways. Pioneers who introduce changes and convince 

other actors to accept them as solutions in the initial period have been found to play a crucial role 

in the diffusion of changes. Medical professionals have a relatively high degree of autonomy in their 

daily work, and modern management accounting seeks to build a transparent and robust control 

system that can penetrate the hospitals' overall operation. However, clinicians may be resistant to 

change due to the risk of reducing autonomy and may interpret the contents of the reform to secure 

more resources. Communication, participation, and collaboration are essential to persuading 

clinicians to follow the system; providing enough discursive space and supporting the clinicians’ 

training to achieve collaborations with managers on management will help reduce the resistance. 

Physician managers who act in management roles w ith medical professionals’ identities can also 

act as key mediators between top managers and normal physicians among the conflicts over 

different orientations. 

This review highlights the limited attention that has been given to the different levels of autonomy 

that subunits have in management accounting practises (Kaplan, 2006). Meanwhile, previous 

research has significantly focused on internal actors, while little attention has been paid to 

differences within the same internal groups, such as variations among managers, physicians, and 

nurses (e.g., Bracci et al. 2015). Generally, it has been largely assumed that members of the same 

group will have similar attitudes and reactions. However, the influence of personal characteristics  

other than managerial responses to management accounting practises has been largely overlooked, 

with clinical managers and head nurses being the most notable omissions.  
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Figure 2.8.The analysis of the effects of the multi-level contextual factors and actors to MAC 
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National Health Service (NHS), such as the establishment of patient costing measurements (e.g., 

DRG) and the development of a budgetary control system, have been implemented. In the US, the 

largest healthcare organisation combined two costing systems—one based on workload numbers 

and the other on production procedure costs—in order to eliminate errors. In Japan, however, the 

route to establishing a cost management system has been obstructed and long. In China, on the 

other hand, Cui et al. (2019) reported successful internalisation of the costing method in public 

hospitals. 

Private-sector costing tools such as activity-based costing (ABC) have been adopted with the rise of 

cost management in healthcare. DRG-based pricing has been established in most Western countries 

to measure their funding for healthcare institutions. In Finland, Järvinen (2006) investigated ABC 

adoption in two university hospitals, finding that, in one case, there was a decoupling between the 

ABC system and the hospitals' core activities. In Taiwan, Eldenburg et al. (2010) discovered that 

physicians used resources more efficiently and focused more on severely ill patients after the 

adoption of ABC. Thus, it is evident that the adoption of private sector costing techniques has had 

a positive impact on cost efficiency in hospitals. 

The role of budgeting in public healthcare has been the subject of much debate, with mixed results. 

Prior studies have shown that modernised budgeting can help improve operational efficiency, but 

it can also lead to a decoupling between budgets and actual operations. Furthermore, budgeting 

can be used to influence clinicians and shape their behaviour in order to achieve organisational 

strategies. 

Groot (1999) compared the budget systems established for the Dutch higher education and 

healthcare sectors and found that the budgeting approach at hospitals was more input-focused on 

operations. Pettersen (1995) and Nyland and Pettersen (2004) showed that budgeting had little 

effect on influencing internal professionals and improving management due to the decoupling that 

occurred when it deviated from professionals' routines. 

Lowe and Doolin (1999) demonstrated that some control effects could be achieved with a case -mix 

budget system, although resistance from physicians was seen when limited discourse space existed. 

Lowe (2001a) examined the importance of accounting inscriptions in enabling a system of "remote" 

management control and found that the case-mix budget system was increasingly relied upon by 

internal actors. Lowe (2001b) followed up on Lowe's (2001a) case and observed that clinical 

practises had changed rather than decoupling. Lapsley (2001) also noted a successful clinical budget 

reform in one UK NHS trust, which made it possible to make clinicians financially accountable for 

their actions. 
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In conclusion, the introduction of cost awareness into hospitals through the adoption of private 

sector costing techniques has had a positive impact on cost efficiency. While some hospitals have 

struggled to implement cost management systems, others have seen successful internalisation of 

these techniques. Meanwhile, budgeting plays an important role in public healthcare, although the 

outcomes can vary depending on the context. In order to ensure the most effective outcomes, it is 

essential for budgeting systems to be designed to give adequate space for internal professionals to 

participate and to be closely linked to core activities. 

The diverse roles of MACs as control systems 

The role of MAS in the public healthcare sector has been of special focus in the past few years, as 

the sector has seen the emergence of a contract and competitive culture. MAS can be used in a 

variety of ways to support the internal management and external legitimacy of public hospitals. 

Internally, the roles of MAS can be diverse, depending on the groups that employ them. 

Organizational control mixes have been developed in Australian healthcare organisations with the 

aim of increasing budgetary consciousness and developing a clinical costing system to strengthen 

internal control (Abernethy & Chua, 1996). However, the role of MAS in internal control can be 

limited in a more horizontal organisation where professionals are dominant and may not respond 

to management accounting-based content if it conflicts with their identities (Kastberg & Siverbo, 

2013; 2016). 

Systematic differences have been observed between professional and administrative Top 

Management Teams (TMT) in their use of MAS. Professionals are more likely to use MAS 

interactively, providing feedback to administration, while administrative teams are more inclined 

to use MAS diagnostically, with the aim of controlling professionals (Naranjo-Gil & Hartmann, 

2007b). This can lead to different management control practises under the same system (Østergren, 

2009). As Naranjo-Gil & Hartmann (2007b) suggested, some uses of MAS are interactive, while 

others are diagnostic. Finally, MAS can also be used as a medium through which organisations can 

negotiate between multiple and conflicting objectives and choose institutional logics in the 

organisational field (Järvinen, 2006). 

Overall, prior studies suggested that MAS are playing an important role in the public healthcare 

sector, and the ways in which they are employed can have a significant impact on the functioning 

of organisations. It is, thus, essential that healthcare organisations take into consideration the 

various roles of MAS and the ways in which they can be used to achieve their objectives.  

This review highlights the main management accounting themes discussed in prior studies, 

including the significant attention given to multidimensional performance measurement and 
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management in public healthcare. The findings also indicate the emergence of managerial tasks for 

management accounting in hospital management that went far beyond traditional functional 

responsibilities. However, the effectiveness of managerial roles performed by management 

accounting is largely influenced by their interactions with specific contexts and involved actors.  

Multidimensional performance measurement and management reforms 

Multidimensional performance evaluation methodologies have been widely adopted in public 

healthcare institutions since the introduction of "NPM" in the 1980s. The BSC has been used to 

replace single-dimensional performance measurement in the United Kingdom NHS trust and 

Ethiopian hospitals (Bobe et al., 2017; Chang, 2006). Chang (2015) explored how the 

multidimensional performance framework was used in the NHS in the United Kingdom. In Sweden, 

the BSC-based performance measurement system has been adopted by clinic units and has led to 

quality improvements (Dyball et al., 2011). Non-financial measures have also been identified and 

emphasised, such as patient satisfaction, which is often measured through patient questionnaires 

in American hospitals (Pflueger, 2016). Norwegian public hospitals measure patient satisfaction by 

collecting replies from known patients (Østergren, 2006). 

Relative Performance Evaluation (RPE) has also been applied in public healthcare. The United 

Kingdom's health authorities have devised a multidimensional star rating system that includes 

important waiting time targets, clinical focus BSC, patient focus surveys, and the NHS trust's 

capacity and capabilities (Chang, 2009; Conrad & Uslu, 2012). The United Kingdom has also 

advocated national benchmarking methods to measure the cost-containment ability of different 

NHS trusts (Jones, 2002) based on reference cost data (Northcott & Llewellyn, 2003). In Germany, 

the RPE has been used to provide performance feedback to local hospitals' nurses (Mahlendorf et 

al., 2014b). In Norway's public healthcare system, a performance measuring instrument based on 

DRG, and an activity-based payment have been used to assess unit cost efficiency (Lægreid & Neby, 

2016). Buckmaster and Mouritsen (2017) studied a more complete benchmarking system in the 

Australian public healthcare system and how to utilise its reference data in various local settings.  

Finally, an operational efficiency-based measurement has been developed to better measure the 

operational efficiency of healthcare organisations. A Pay by Results (PbR) policy has been applied 

in healthcare performance management (Conrad & Uslu, 2011; Roland & Dudley, 2015), shifting 

the public service part of healthcare service provision toward more business-oriented management 

techniques. Trusts can benefit from small groups of clinical, accounting, and management staff to 

help them make sense of and formulate operational strategies based on performance data.  
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Other researchers have suggested that the reforms were institutionalised and decoupled (Hyvönen 

et al., 2008). Macinati (2010) noted that the changes were initially decoupled but were eventually 

institutionalised, with some aspects inherited from existing institutions. Multiganda (2013) argued 

that the institutionalisation of MA rules should not be taken for granted. Preston (1992) suggested 

that the fabrication process of MA changes does not end until the changes are blocked in systems 

and that the dichotomy of success or failure of changes is superficial.  

Colvaleski et al. (1993) and Lapsley (1994, 2001) suggested that MA changes should be viewed as 

an unfinished process and that new reforms may emerge from the current ones and promote 

changes to be fully implemented in hospitals. Groot (1999) argued that enhancing management 

control in public hospitals would benefit from the involvement of more related actors, particularly 

physicians, in the design and implementation of MA changes. Pettersen (2001) and Multinati (2010) 

also suggested that organisational changes should be established to better match the required MA 

changes and improve the results of the change. 

Thus, this review of the literature indicates that some doubt over the dichotomy between success 

and failure of the MA reforms was observed. However, most of the studies found that the changes 

had a more complex effect on the organisations, with both positive and negative  outcomes. In 

particular, the concept of a "black box" was discussed, which refers to a stable system created by 

changes that is resistant to competition. This "black box" is an important concept to consider when 

assessing the effects of management changes in healthcare organisations. Following prior 

discussions about the interactions between MAC and organisational attributes as well as internal 

actors, this review synthesised the results of the organisational management accounting changes, 

highlighting the need for continuous observation. 

Prior research has highlighted the varying outcomes of management accounting changes resulting 

from the interactions between these changes and internal actors, including decoupling, success, or 

long-term evolution with existing systems embedded within. However, a significant portion of prior 

research has overlooked the crucial management roles of clinical managers in public healthcare 

organisations, instead focusing primarily on senior managers. Therefore, future research should 

pay greater attention to the responses of clinical managers and middle -level management 

accounting practices, such as the utilisation of management accounting information by clinical 

managers in their departmental management. This approach is exemplified by studies such as those 

of Macinati and Rizzo (2014) and Goretzki et al. (2015). Thus, this review serves as a reminder that 

the results of management accounting changes may be mixed due to the diverse uses of 

management accounting information at the middle level. 
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in a developing country, with a focus on the multi-dimensionalization of performance measurement 

and management. Moreover, the present thesis seeks to delve deeper into the multi-level dynamics 

that influence hospital management accounting based on the multi-level contextual influences on 

management accounting practises synthesised by this review. Additionally, this study aims to 

provide intra-organisational insights into the critical managerial roles of clinical managers in 

subunits. 

However, this review has two limitations: 

1) Due to the absence of reliable academic journal ranking systems for non-English 

publications, especially for Chinese publication sources in this review, pertinent articles 

from Chinese journals were not included to maintain consistency in research quality and to 

mitigate potential unreliability risks. Subsequent reviews, provided they have access to 

comprehensive academic evaluations for non-English publication sources, should consider 

incorporating relevant publications in other languages. 

2) While the intent of this review is to cover accounting, public management, and medical 

journals concerning the research topic, the results reveal that just a single medical journal 

has featured research relevant to this subject. The search outcomes may suggest a limited 

engagement in cross-disciplinary research activities within medical journals, particularly 

concerning healthcare management accounting issues. This scarcity highlights a potential 

limitation of this review, as the limited number of medical journals included may not fully 

represent the interdisciplinary nature of healthcare management accounting. Future 

reviews could benefit from collaboration with scholars in the medical field to identify 

relevant research that may not be immediately apparent in standard academic searches. 

This approach would help overcome the current limitation and potentially unveil a richer, 

more diverse range of data and perspectives. 
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different responsibilities for these issues (see Figure 3.1). As a result, public hospitals experienced 

a period of "bureaucratic marketization" (Li & Fu, 2017). Moreover, the Ministry of Health did not 

have sole control over public hospital governance. Different ministries held varying interests and 

goals, which resulted in conflicting rules and policies for public hospitals, leading to chaos and losses 

in the reform process. 

 

Amidst the upheaval of reform, hospitals have been confronted with a drastic change in the 

implementation of a market economy and the sources of financing and have been obliged to adjust 

to the evolving healthcare landscape by functioning as revenue-generating organisations while still 

strictly adhering to the instructions of higher government agencies (Blumenthal & Hsiao, 2015). 

This has resulted in continued rigid hospital management with the addition of a focus on profit -

seeking. 

In 2002, the Chinese government implemented a new distribution system for health workers by 

issuing Guidance on the Reform of the Distribution System within Health Institutions (Trial) , which 

included fixed wages and a portion of performance-based incomes. This system also identified 

performance indicators to be used by hospitals in calculating performance-based payments.  

Together with the marketization of public health, the Chinese government issued The Notice on the 

Request Report Regarding the Issue of Allowing Individuals to Practice Medicine Privately  

Figure 3.1. The Governance Structure Over Chinese Public Hospitals 

(referring to Yip et al. (2019, p. 835). 

MOH-Ministry of Health; NDRC-National Development and Reform Commission. 

MOF-Ministry of Finance; MOHRSS-Ministry of Human Resource and Social Security. 

MOCA-Ministry of Civil Affairs; Org Dept-Organization Department of Chinese Communist Party; 

NCMS-New Cooperative Medical Scheme; UEBMI-Urban Employee Basic Medical Insurance; 

URBMI-Urban Resident Basic Medical Insurance. 
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from the combined revenue of drug sales, fiscal funding, and medical service charges to insurance 

payments and direct government subsidies (see Figure 3.2). To make up for the lost revenue from 

drugs, the government also implemented a fee schedule adjustment to increase fees for services 

that require more labour, such as physician visits and nursing. Furthermore, local governments 

were asked to increase fiscal subsidies to hospitals to support their finances. In this period, Chinese 

governments returned to public hospitals' primary funding providers in the comprehensive health 

reform to support public hospitals refocus on public welfare (they increased the budget for health 

from 16% of national health spending in 2001 to 30% in 20138). The basic medical insurance system 

supported by the Chinese government has been established to subsidise public healthcare.  

In 2018, the Chinese government initiated a reform of the healthcare system in order to address 

the conflicting political interests and goals imposed on public hospitals. As a result, the macro-

governance structure of healthcare was significantly restructured, with a clear separation of 

healthcare provisions and financing (Yip et al., 2019). To coordinate policies between the various 

ministries on financing, regulating, and managing hospitals, the National Healthcare Security 

Administration (NHSA) and the National Health Commission (NHC) were both established (see 

Figure 3.3). The NHC is responsible for promoting the reform of China’s medical and healthcare 

system, supervising the medical sector and public healthcare conditions, managing public 

healthcare emergencies, and overseeing the integration of medical care and pensions. On the other 

8 Past, present, and future of global health financing: a review of development assistance, government, out-

of-pocket, and other private spending on health for 195 countries, 1995–2050 - 
https://www.thelancet.com/journals/lancet/article/PIIS0140-6736(19)30841-4/fulltext 

Figure 3.2-The funding sources of public hospitals (referring to the People’s Republic of 

China Health System Review, 2015, p. 77) 
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hand, the NHSA is tasked with overseeing the operation of the insurance fund, centralised 

purchasing of drugs and medical supplies, regulating healthcare service providers and drug 

manufacturers, ensuring fair access to basic healthcare services for all citizens, and coordinating 

with other departments on health-related issues. This restructuring of the macro-governance 

structure of Chinese healthcare is a crucial step towards assuring the dominant role of the National 

Health Commission in governing the healthcare system and clarifying the public hospital systems' 

strategic orientation of efficiently providing social welfare (Chen et al., 2018; Li et al., 2022). 

 

Subsequently, in response to the need to tackle the public hospitals’ inefficiency and profit-seeking 

activities, the NHC has implemented reforms that prioritise reforming the public hospitals' internal 

operational management and performance measurement (Fu et al., 2017). As part of this effort, 17 

cities were chosen to pilot public hospital reforms9 that focused on governance structure, internal 

operations, reimbursement systems, and residency training systems. Some successful cases 

emerged, such as the Dongyang model, which established a comprehensive hospital-based 

performance assessment system, and the Sanming model employed in Fujian province, which 

reduced hospitals' costs significantly while retaining their service quality and efficiency (Fu et al., 

2017). 

In 2017, the General Office of the State Council further clarified the require ments for public 

hospitals on improving efficiency and quality in the Guidelines on Establishing a Modern Hospital 

 

9 Past, present, and future of global health financing: a review of development assistance, government, out-

of-pocket, and other private spending on health for 195 countries, 1995–2050 - 
https://www.thelancet.com/journals/lancet/article/PIIS0140-6736(19)30841-4/fulltext 

Figure 3.3-The restructuring of the macro-governance structure of Chinese healthcare (referring to Yip 

et al. (2019, p. 1195)) 
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Management System. This included separating the government's administration from hospital 

management, giving hospital directors more autonomy in daily management and hospital 

management reform, and holding them accountable for hospitals' performance10. The performance 

evaluation system of public hospitals should be designed by the relevant Health and Family Planning 

Commission (HFPC) or professional public hospital management agency and should emphasise 

public hospitals' functions, responsibilities, expenditure control, operational performance, financial 

management, cost control, and social satisfaction 11 . Moreover, the results of the performance 

evaluation should be made available to the public and linked to public hospitals' fiscal subsidies, 

insurance payments, total remuneration, appointment or removal, and rewards or punishments.  

The Central Government has proposed a National Balance Scorecard Performance Measurement 

Scheme (National BSC PMS) in 2019 to evaluate the performance of tertiary hospitals and their 

directors. This scheme requires public hospitals to improve their performance measurement and 

management systems based on 55 indicators related to service volume, expenditure control, 

hospital development, and patient satisfaction 12 . A provincial ranking of tertiary hospitals' 

performance is then given based on their evaluation results, and the Central Government will 

monitor public hospitals' performance with the analysis of the related indicators. Consequently, it 

is essential for public hospitals to reform their performance management systems and 

compensation distribution programmes in order to meet the government's requirements and 

improve efficiency.  

The Chinese healthcare system has undergone a transformation, resulting in a difficult reform 

pathway for public hospitals. To offset the loss of revenue from the abolishment of income from 

drug sales and medical treatments, public hospitals are expected to improve their efficiency. To 

achieve this, the macro-governance structure of the healthcare system was restructured, with 

greater autonomy given to hospital directors to undertake daily management and reforms. The 

government has also proposed specific requirements for developing a multidimensional 

performance measurement system and a modernised performance management system. Public 

hospitals must reform their profit-oriented performance incentives and ensure that their services 

are of a high quality and efficient, while also upholding their mission of public welfare . 

 

10 The State Council issued the Guiding Opinions on Comprehensive Reform Pilots for Urban Public Hospitals 

to promote the successful reform lessons to all public hospitals. 
11 http://www.gov.cn/zhengce/content/2017-07/25/content_5213256.htm 
12 In 2019, the State Council published Opinions on Strengthening the Performance Measurement of Tertiary 

Hospitals to issue a comprehensive performance evaluation framework for providing more specific and 
clearer guidance on building public hospitals’ performance measurement framework.  
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Figure 3.5. The number of healthcare institutions in China from 2009 to 2017 

 

As Chinese government proposes in the 2009 Opinion, private medical institutions are expected to 

complement the public health sector, addressing the prevailing insufficiencies in healthcare 

provision. Private hospitals could provide alternative channels for patients to get required medical 

services and to break up the monopoly of public hospitals to inject fresh blood into healthcare 

market development.  

In practical terms, as Ning et al. (2015) suggest, numerous private hospitals have embarked on a 

path of group-oriented expansion and public listing. They possess high-quality specialisation in 

some popular medical fields, clearly defined within their marketing strategies, complemented by 

more flexible and modernised management practices. Furthermore, they provide attractive salaries 

to absorb top-tier professionals. These organisations demonstrate advantages in capital utilisation, 

talent acquisition, and marketing—facets not prevalent in their public counterparts—thereby 

exerting new competitive pressures and challenges in talent retention and patients’ maintenance 

for public hospitals.  

2009 2010 2011 2012 2013 2014 2015 2016 2017

Number of private hospitals 6240 7068 8440 9786 11313 12546 14518 16432 18759

Number of public hospitals 14051 13850 13539 13384 13396 13314 13069 12708 12297
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Figure 3.6．Number of Patient Visits in Public and Private Hospitals from 2010-2017. 
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incentivization (Dawson & Charlotte, 2005, p. 35; Ferlie et al., 1996). This shift has been motivated 

by the need to improve operational efficiency and service outcomes, as well as to gain legitimacy, 

rather than just cutting costs (Noordegraaf, 2007). As a result, different stakeholders in the 

healthcare system are competing to guide public hospitals' and healthcare professionals' 

behaviours (Reay & Hinings, 2009; Ruef & Scott, 1998). This has led to a shift away from the 

"professional-bureaucracy" model of public hospital management (Glouberman & Mintzberg, 2001) 

towards more diverse and context-specific types. 

The pathway of Chinese healthcare reforms has shown strong alignment with the themes of NPM, 

such as disaggregation, competition, and incentivization. Marketization has been adopted through 

a market-oriented financing reform, granting public hospitals more financial autonomy and 

requiring them to self-finance until the comprehensive health reform in 2009 (Lee et al., 2012). 

Decentralization has been implemented across the market-oriented health reform and the 

comprehensive health reform, transferring partial decision-making power to local healthcare 

authorities (Deepening Health Reform in China, 201613). Last, incentivization has been implemented 

through the comprehensive health reform, establishing a BSC performance assessment framework 

to measure the performance of hospitals and promote their internal PMM developments (Yip et al., 

2019). Therefore, it is clear that China's two-stage reforms echoed the principles of NPM. 

The debate surrounding the traditional NPM concepts and the more recent post-NPM concepts has 

grown increasingly heated. The literature suggests that NPM reforms impeded the public sector's 

ability to address social issues (Dunleavy, 2005; Kickert, 2003). In their post-NPM literature, 

Christensen et al. (2019) and Christensen & Lægreid (2011) discuss how marketization has put 

pressure on inter-coordination and threatened the quality of public service delivery, leading to 

criticisms of the NPM concepts. Consequently, post-NPM regimes have been created to either 

supplement or replace the previous NPM concepts (Andresani & Ferlie, 2006; Dunleavy et al., 2006; 

Hartley et al., 2002; Osborne, 2006). Some of these ideas propose, for instance, a revival of 

administrative reintegration and centralization (Osborne, 2006) or the emphasis on "public value" 

in the strategic management of public organisations (Christensen et al., 2008; Dunleavy et al., 2006; 

Lodge & Gill, 2011; Shaw, 2013). 

In China, the marketization of the public healthcare system has been linked to a focus on financial 

performance over service output quality. As proposed by prior scholars in the Western setting, this 

has led to numerous social issues, such as public discontent over unprofessional behaviour and high 

 

13 https://openknowledge.worldbank.org/server/api/core/bitstreams/ab618635 -7f02-5459-bfd1-
cee55d848960/content 
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human resources issues (W. Yip et al., 2012). However, these ministries may pursue their own 

bureaucratic interests, establishing policies that conflict with public hospitals' social missions (Hsiao, 

2017). This has led to an infiltration of political bureaucracy into the internal administrative 

structure of hospitals, leaving them uncertain about their responsibilities and accountabilities, 

resulting in a rigid adherence to the government's measures. 

In response, the current comprehensive health reform seeks to significantly decentralise hospital 

management, grant greater autonomy in strategic, internal reform, human resource decisions, and 

reposition public hospitals as publicly owned social enterprises. Although this reform seeks to 

reduce the power of political preferences, their far-reaching influence remains. 

Furthermore, compared to the established public healthcare systems in the West, the Chinese 

healthcare market is relatively young. It began in 1949 and has existed for fewer than 80 years. As 

explained above, the Chinese healthcare market has remained underdeveloped, leaving the 

government to control both the production and distribution of healthcare (C. Wang et al., 2013). 

Moreover, it is worth noting that the healthcare personnel in Chinese public hospitals have been 

appointed by the government for a significant period of time, as evidenced by Barber et al. (2014). 

This long-standing arrangement has contributed to the perception of clinicians as public officials 

whose primary duty is to provide essential public services. Together with the late market 

development, these factors have resulted in weak alliances among industry health professionals, 

whose voices have been difficult to hear. The absence of well-established medical associations and, 

consequently, the lack of professional power for supervision have created the potential for profit-

seeking risks during the period of marketization, highlighting the need for a comprehensive health 

reform to emphasise “professionalism” and "public service" once again. This has made it crucial to 

stimulate the management vitality and effectiveness of Chinese public hospitals and to advance the 

industry's medical professionalism (Yip et al., 2019). 

In conclusion, Chinese public hospitals have been subject to strong political influences for a long 

time, resulting in limited autonomy for management and clinicians in terms of decision-making and 

strategic management. The current comprehensive health reform seeks to decentralise hospital 

management and grant greater autonomy in terms of strategic internal reforms and human 

resource decisions while still retaining centralised control. However, due to the Chinese healthcare 

market's relative youth, weak alliances among industry health professionals, and lack of 

professional power for supervision, the challenge of reforming Chinese public hospital 

management is to reconcile the legacy of political bureaucracy with the need for modernization 

and professionalism (Chan & Chow, 2007). 
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institutional arrangements’ different impacts on internal agencies, considering these embedded 

agencies’ limited autonomy (Ferlie, 2017b).  

Hence, this thesis chooses the ILP as the primary theoretical lens for better exploring the dynamic 

interconnections among the diverse institutional interests shaping the continuous PMM reform 

process. Furthermore, beyond the theoretical framework proposed by the early NIS institutionalists 

and the old institutionalists, this study employs the ILP to analyse the partial autonomy of 

participating agencies in reacting differently to multiple-level institutional logics. 

This chapter reviews the evolution of the ILP and explores the feasibility of enriching the ILP’s use 

in micro-level analysis while taking into account the influences of multi-level institutional dynamics. 

The chapter is organised as follows: First, an explanation of neo-institutional sociology (NIS) is 

provided, tracing its evolution from its early iterations to its current institutional logic perspective 

(ILP) approach. Next, the chapter demonstrates the developments of NIS, including the notions of 

institutional complexity, partial autonomy, and reflexivity. It also addresses the mechanisms 

available for managing multiple logics at both the organisational and individual levels and explains 

the multi-level contextual framework developed by prior ILP theorists. The chapter then introduces 

various institutional logics and their elaborations in a healthcare setting, followed by an 

examination of how PMM has adapted to the competing interests of these logics. Finally, the 

chapter presents an elaboration of an integrated theoretical framework for analysing the 

institutional change of PMM reform in public healthcare organisations, developed by this thesis. 

All of these serve as the foundation for the development of an integrated theoretical framework 

regarding the changes in organisational PMM caused by multi-level institutional complexity 

dynamics. 

4.1 Developments of NIS 

Institutional theories view institutions as a framework for organising social life that is taken for 

granted. Since the 1970s, institutional theories have experienced a new phase of development and 

extension, during which the organisational field has been identified as a critical area in neo-

institutional research (Scott, 1995). Neo-institutional theories mainly include two mainstreams in 

organisation studies: neo-institutional theory in economics (NIE) and neo-institutional theory in 

sociology (NIS). 

The ILP is a new theoretical development within NIS that has gained increasing attention in recent 

years while still being based on the assumptions of NIS (Pache & Thornton, 2020). Therefore, before 
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from legitimacy-seeking behaviour, which leads to conformity to the organisation's institutional 

environment. Legitimacy is crucial for organisations to survive within their surrounding institutional 

environment, and, for NIS-based research, legitimacy has been used as an underlying assumption 

to understand the rationality behind institutional changes. 

DiMaggio and Powell (1983) built on Meyer and Rowan's (1977) work and argued that organisations 

become more similar through the pursuit of structuration (Giddens, 1979) of the organisational 

fields. They defined isomorphism as "a constraining process that forces one unit in a population to 

resemble other units that face the same set of environmental conditions" (p. 143). They described 

two types of isomorphism: competitive and institutional. Competition in organisational fields 

causes organisations to seek the best economic fit, while institutional legitimacy promotes "social 

fit." DiMaggio and Powell (1983) reinforced the emphasis on institutional isomorphism, focusing on 

coercive, normative, and mimetic mechanisms that "make organisations more similar without 

necessarily making them more efficient" (p. 147). Rather than optimising economic fit, NIS 

organisations seek institutional isomorphism to achieve social fit and social legitimacy.  

Regarding isomorphism in seeking legitimacy, Meyer and Rowan (1977) found that organisations 

might look more similar in form while forms might decouple from practices. Although organisations 

conform to the institutional environment and make institutional changes to structures and rules, 

Meyer and Rowan (1977) argued that participants' activities are often "decoupled" from these 

formal structures. The actual behaviour of organisational members frequently does not conform to 

official prescriptions or accounts. This suggests ceremonial conformity (or "sagacious conformity") 

when institutional pressures hamper technical efficiency. Many empirical studies have validated 

and supported this proposition, such as Edelman (1992) and George et al. (2006). Decoupling has 

become increasingly critical in NIS research in a gradually heterogeneous environment (Heimer, 

1999). 

These studies referred to above have examined the mechanisms of isomorphism and decoupling, 

establishing the core concepts of NIS legitimacy. The adoption of new management accounting 

practises and the development of more similar formal structures in the organisational field can be 

explained by organisations seeking legitimacy via the mechanisms of isomorphism. In subsequent 

institutional studies, decoupling between activities and formal structures has been identified as a 

crucial mechanism for some organisations to achieve legitimacy and buffer internal routines 

(Boxenbaum & Battilana, 2005; Westphal & Zajac, 2001). Furthermore, this provides theoretical 

inspiration for investigating the heterogeneity of management accounting practises at the inter- or 

intra-organisational levels within similar institutional contexts. 
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on actors and embedded agency's reflection and impacts on the institutional environment 

(Thornton & Ocasio, 2008; Lok & Willmott, 2019). "Institutional logics" were introduced by Alford 

and Friedland (1985), who argued that there are inherent contradictory practises and beliefs in the 

three institutional orders of modern Western societies: capitalism, state bureaucracy, and political 

democracy. These three institutional orders shape how individuals act differently, making the entire 

society an inter-institutional system that compromises multiple institutional orders. Friedland 

(1991) further explored the interrelationships between individuals, organisations, and society. They 

define institutional logic as “a set of material practises and symbolic constructions that constitute 

its organising principles and are available to organisations and individuals to elaborate on" (p. 248). 

Their definition emphasises the basic assumption of ILP that each institutional logic has both 

material and cultural aspects. Although it is often regarded as a further development of neo-

institutionalism, it distinguishes itself from the neo-institutional theory school. For example, 

Friedland and Alford (1991) explicitly criticised DiMaggio and Powell's (1983) isomorphic 

organisational fields and argued that fields should have tremendous potential to produce and 

highlight contradictions, conflict, and the partial autonomy of practices, not just isomorphism.  

Thornton and Ocasio (1999) then introduced the concept of institutional logics into empirical 

research and developed institutional logics with a relatively complete view: “the socially 

constructed, historical patterns of material practices, assumptions, values, beliefs, and rules by 

which individuals produce and reproduce their material subsistence, organise time and space, and 

provide meaning to their social reality” (p. 804). This definition of institutional logic provides a link 

between individual cognition, agency, and individual practices. It deepe ns Alford and Friedland's 

definition to provide a sound theoretical lens for exploring institutional logics and relative practises 

on the organisational and individual levels. This definition also provides a framework for analysing 

the associations among individuals, organisations, and institutions in the inter-institutional social 

system. 

Thornton (2004) revised the definition of institutional logic as “the axial principles of organisation 

and action based on cultural discourses and material practises prevalent in different institutional 

or societal sectors” (p. 2). The concept of inter-institutional system idea types, as shown in Table 

4.1, forms the theoretical foundation for ILP to elaborate on the various institutional configurations 

and observe the various cultural components and practises underlying different logics. The 

horizontal X-axis of Table 4.1 represents the ideal types for institutional orders, and Thornton and 

Ocasio (2012) developed the seven institutional orders based on seven sectors—markets, 

corporations, professions, states, families, communities, and religions—each with their distinct 

logics. Ideal types are abstract models that systematically define and identify the boundaries of 

institutional orders, serving as key measures for identifying the logics that organisations and 
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individuals face. The Y-axis includes categorical elements of institutional orders in the inter-

institutional system that reflect cultural symbols and material practices. These elements provide 

essential information to identify the logics anchored by organisations and actors in practices, such 

as root metaphor, sources of legitimacy, sources of authority, sources of identity, basis of norms, 

basis of attention, basis of strategy, informal control mechanism, and economic system.  

According to the inter-institutional system idea types revised by Thornton et al. (2012, p. 73), family 

logic represents unconditional loyalty to family, identity based on family reputation, and strategic 

orientation towards increasing family honour. Religion logic emphasises the importance of faith 

and allocates attention to events based on their relation to the supernatural. State logic implies 

legitimacy stemming from democratic participation and authority from bureaucratic domination, 

with the status of interest groups shaping attention allocation for state logic and the basis of 

strategy making based on increasing community welfare. Market logic derives from transactions 

and formulates norms based on self-interest, with legitimacy from share prices, authority from 

shareholders, attention focused on organisational status in the market, and the orientation of 

strategy towards profit-increasing and efficiency-seeking outcomes. Professional logic is born in the 

professional network, with professional expertise proving the legitimacy of organisations and 

individuals. Quality of care and personal reputation are sources of professional identity, and the 

orientation towards strategy-making is to increase personal reputation. Corporation logic identifies 

the bureaucratic roles of actors in the hierarchy of a corporation, with the board of  directors and 

top management team granted authority in practices, organisational culture serving as the informal 

control mechanism, and the market position of firms constituting the legitimacy of corporation 

governance. The basis for strategic management is to increase organisational size and achieve 

diversification, with organisational actors' attention shaped by their status in the hierarchy. 

Community logic comes from communities that share a common boundary, with the unity of will, 

trust, and reciprocity laying the foundation for community legitimacy and community value and 

ideology serving as sources of authority. Personal identity under community logic is based on 

emotional connection and reputation, and the strategies following community logic focus on 

increasing the honour of members. 

As Pache and Thornton (2020) proposed, ILP can be seen as a development of NIS that allows for 

more diverse agency and actions involved in organisational practices. Meanwhile, Thornton et al. 

(2012) theoretically constructed seven logic paradigms for different social orders to help 

researchers identify different ideal types and related values, identities, and interests that work in 

institutionalisation. This development helps institutionalism researchers further understand 

complicated multi-level institutional environments, access ways to explain institutional dynamics, 

and recognise agency's reflexivity with a logic lens. 
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Table 4.1.The inter-institutional system idea types revised by Thornton et al. (2012. P. 73) 

Y-AXIS X-AXIS: 

INSTITUTIONAL 
ORDERS 

      

Categories Family  Community Religion State Market Profession Corporation  

Root Metaphor  Family as a firm Common 

boundary 

Temple as bank State as 

redistribution 
mechanism 

Transaction Professional as 

relational 
network 

Corporation as 

hierarchy 

Sources of 

legitimacy  

Unconditional 

loyalty 

Unity of will 

Belief in trust & 

reciprocity 

Importance of 

faith & 

sacredness in 
economy & 
society 

Democratic 

participation 

Share price Personal 

expertise 

Market position 

of firm 

Sources of 

authority  

Patriarchal 

domination 

Commitment to 

community 
values & 
ideology 

Priesthood 

charisma 

Bureaucratic 

domination 

Shareholder 

activism 

Professional 

association 

Board of 

directors; Top 
management  

Sources of 

identity  

Family reputation Emotional 

connection; 
Ego-satisfaction 

& reputation 

Association 

with deities  

Social & 

economic class 

Faceless Association 

with quality of 
craft; Personal 

reputation 

Bureaucratic 

roles 

Basis of norms  Membership in 

household 

Group 

membership 

Membership in 

congregation  

Citizenship in 

nation 

Self-interest Membership in 

guild & 
association 

Employment in 

firm 
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Basis of 

attention  

Status in 

household 

Personal 

investment in 

group 

Relation to 

supernatural  

Status of 

interest group 

Status in 

market 

Status in 

profession 

Status in 

hierarchy 

Basis of 

strategy  

Increase family 

honor 

Increase status 

& honor of 

members & 
practices 

Increase 

religious 

symbolism of 
natural events  

Increase 

community 

good 

Increase 

efficiency 

profit 

Increase 

personal 

reputation 

Increase size & 

diversification of 

firm 

Informal 

control 

mechanism  

Family politics Visibility of 

actions 

Wordship of 

calling 

Backroom 

politics 

Industry 

analysts 

Celebrity 

professionals 

Organisation 

culture 

Economic 

system  

Family capitalism Cooperative 

capitalism 

Occidental 

capitalism 

Welfare 

capitalism 

Market 

capitalism 

Personal 

capitalism 

Managerial 

capitalism 
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shape and influence institutional logics. Therefore, the Institutional Logics Perspective (ILP) has the 

potential to resolve the embedded agency problem (Greenwood & Suddaby, 2006; Seo & Creed, 

2002), which seeks to address how embedded agency can initiate change while simultaneously 

facing constraints imposed by embedded institutions. This perspective was initially posited by 

Friedland and Alford (1991), who argued that societal-level logics do not wholly dictate the 

behaviours of organisations and individuals. Partial autonomy denotes the limited autonomy of 

individuals and organisations to make choices and anchor themselves in the specific logics of 

diverse institutional orders. This perspective negates the complete determinism of institutions on 

social actors' behaviours and suggests bounded autonomy for the institutional field, organisations, 

and individuals in response to different institutional orders.  

Drawing upon the concept of agency autonomy, Seo and Creed (2002) posited that four sources of 

institutional contradictions often interplay within organisations, driving institutional change. 

Besides the disruptive external environment acting as a catalyst for such change, existing interest 

conflicts faced by organisations, functional inefficiencies in organisational operations, and 

institutional conflicts arising from co-existing institutional arrangements collectively contribute to 

potential shifts in the behaviour of embedded agencies. As a result, institutional changes may be 

shaped by both endogenous and exogenous forces. In other words, the impact of internal 

organisations advocating for institutional change should not be underestimated in the process.  

Thornton et al. (2012) further explained partial autonomy using the "nearly decomposability" (p. 

15) of the inter-institutional system and institutional orders and the transposable categorical 

elements of institutional orders. Under nearly decomposability and transposability, it is possible for 

actors to decompose and recombine the elements of institutional logics to change the logics or 

create new ones. This idea offers a theoretical underpinning for exploring a variety of relationships 

among various coexisting logics that influence agencies developed by organisations or individuals.  

In addition to partial autonomy, reflexivity, as defined by Suddaby (2010) based on broader 

sociological concepts, refers to an individual's overall awareness of the limitations and possibilities 

arising from the norms, values, beliefs, and expectations of the social structures in which they are 

embedded, reflecting an agency's subjectivity. Battilana and D'Aunno (2009) proposed a model that 

illustrates how reflexivity impacts institutional work along two dimensions: the source of reflexivity 

(internal or external) and the direction of reflexivity (inward or outward). Smets et al. (2012) 

proposed a multi-level model that explains how practice-driven institutional change unfolds over 

time across three levels: individual, organisational, and field. They suggest that reflexivity plays a 

distinct role at each level. At the individual level, reflexivity triggers improvisation, enabling actors 

to cope with unexpected challenges or opportunities in their work environment and generate 
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in publishing products and services and respected the independence, imagination, and skills of 

editors—to market logic, which prioritised market capitalism in the higher education publishing 

market. Following the rise of market logic and the weakening of editorial logic, publishers changed 

their strategies to conform to the current dominant logic. Lounsbury (2002) explained how 

dominant institutional logic changes at the field level shape professionals' professionalisation in the 

finance field in the USA, with professionals becoming key actors in logic transformation. 

Recent studies have increasingly focused on the long-term relationships of multiple institutional 

logics at the different research levels (institutional field level, organisational leve l, individual level). 

Scott et al. (2000) provided an early description of the co-existence of multiple logics: even when 

the market logic came into the healthcare sector, the other two competing logics (professional logic 

and community logic) also co-existed. Healthcare organisations realised they are situated in a 

pluralistic environment and need to compromise and negotiate to balance the conflict pressures 

caused by the multiple logics. Dunn and Jones (2010) also identified two central logics of the 

healthcare profession in medical education: care logic and science logic14. They found that these 

two logics were supported by different interest groups and created continuous and dynamic 

conflicts and debates in applying education patterns. 

As suggested by Tracey et al. (2011), while decoupling and compromising may be effective in 

reconciling tensions in the short term, they are likely to fail in the long run. In the case of long-term 

practices, the relationships among coexisting logics are not only competitive but can also be 

managed to avoid rivalry or to cooperate, as shown in empirical studies. Recent studies have 

proposed mechanisms for organisations and individual actors to manage these compatible or 

competing logics over the long term in order to maintain the long-term coexistence of multiple or 

competing logics (Besharov & Smith, 2014; Pache & Santos, 2013; Reay & Hinings, 2009; Smets et 

al., 2012, 2015). 

Hybridization is a mechanism proposed in recent ILP studies to explain how competing or 

compatible logics can coexist in the long term within organisations and individuals, coping with 

institutional complexity and creating novel organisational forms that combine elements from 

different logics (Smets et al., 2012). For organisations, two mechanisms they use to achieve a 

hybridization of multiple logics were identified by Smets et al. (2015): compartmentalising and 

 

14 Dunn and Jones (2010) described two ways of thinking about medicine that have influenced how 
doctors are trained in the US since 1967. Care logic values being kind, understanding, and focused 
on patients. It stresses the importance of good social skills and treating patients as whole persons. 
Scientific logic, on the other hand, values being logical, factual, and evidence based.  It emphasises 
the need for scientific knowledge, technical skills, and research abilities. These two ways of thinking 
support different approaches to practicing medicine. 
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blending. Compartmentalizing involves organising different logics into separate units such as 

departments, teams, or roles, allowing organisations to accommodate diverse logics without 

compromising their coherence or efficiency. On the other hand, blending involves creating a new 

logic that combines elements from multiple logics, such as a mission statement, a strategy, or a 

culture, enabling organisations to innovate and differentiate themselves from their competitors.  

Reay and Hinings (2009) identified four mechanisms that organisations use to achieve hybridization 

and manage competing institutional logics in Canadian healthcare. These mechanisms "provide a 

way for competing logics to coexist and separately guide the behaviour of different actors" (Reay 

& Hinings, 2009, p. 629). The concept of separation involves creating physical or social boundaries 

between actors who adhere to different logics. This can be achieved by separating them by location, 

department, or role, which can help reduce the potential for conflict and enable actors to maintain 

their distinct identities and practices. On the other hand, demarcation involves establishing clear 

rules or norms that specify when and how each logic should be applied, such as through different 

policies, procedures, or standards. This can assist actors in coordinating their actions and avoiding 

confusion or ambiguity. Accommodation refers to acknowledging and respecting the existence and 

legitimacy of different logics, which can be fostered through dialogue, compromise, or mutual 

support. This approach can lead to a sense of trust and collaboration among actors who share 

common goals or interests. Finally, domination involves imposing one logic over another through 

power or authority, which can be achieved through coercion, persuasion, or manipulation. This 

approach can create a hierarchy of logics and influence the behaviour and outcomes of actors who 

are subject to the dominant logic. These four mechanisms encourage the formal and informal 

participation of physicians in healthcare decision-making, particularly in medical expertise. They 

suggest the possibility of physicians and management uniting against a third party embedded in a 

third logic from the outside to guarantee their mutual benefits. 

Pache and Santos (2013) also suggested using selective coupling to create organisational 

hybridization, which takes elements from each logic and uses them in practise to solve problems 

that come up when logics conflict. Its risks and costs are lower than those of decoupling and 

compromising, as criticised in Tracey et al. (2011). Four types of selective coupling were developed 

by Pache and Santos (2013): 1) Compartmentalization: this type involves creating separate units or 

domains within the organisation that are aligned with different logics. This allows the organisation 

to maintain legitimacy and access resources from multiple institutional environments. 2) 

Integration: This type involves creating a common framework or identity that incorporates 

elements from different logics. This enables the organisation to create synergies and innovations 

by combining diverse logics. 3) Specialization: This type involves focusing on a single logic that is 

dominant or distinctive in the organisation’s field. This helps the organisation achieve excellence 
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and differentiation in its core activities. 4) Aggregation: This type involves combining elements from 

different logics without creating a coherent whole. This allows the organisation to adapt flexibly 

and opportunistically to changing institutional demands. Selective coupling provides organisations 

with the ability to embrace diverse institutional logics and the benefits they offer while minimising 

the risks and costs of decoupling and compromising. It offers a range of options for organisations 

to strategically hybridise their practises to better address the complexities of the institutional 

environment. 

For organisational actors, hybridised behaviours were also observed. Smets et al. (2015) identified 

three balancing mechanisms for individual actors in organisations to achieve hybridization over 

multiple logics based on the hybridization concept: segmenting, bridging, and demarcating. 

Individuals can use the organisational structure to act on multiple logics in different locations and 

for different audiences in their practises (segmenting); selectively combine the practises shaped by 

competing logics to achieve complementarities (bridging); and restate and reinforce the boundaries 

of different logics in the event of "inadvertent logic blending or slippage" (demarcating) (Smets et 

al., 2015, p. 35). These three mechanisms are logically related in that segmenting initiates bridging, 

and bridging requires demarcating. In Chinese public accounting professions, the professional logic, 

in fact, incorporates elements of state logic, particularly as the legitimacy of the profession is still 

very much grounded in serving the economic agenda of the State and in acting according to policies 

and regulations promulgated by the government (Yee, 2020). 

For healthcare professionals, McGivern et al. (2015) investigated the identities of professional 

managers in the UK's National Health Service (NHS) who faced increased pressure in management 

roles. They found that clinical managers' identities become hybridised through the integration of 

professionalism and managerialism, creating a more legitimate hybrid professionalism in their 

managerial context (McGivern et al., 2015, p. 412). Two types of hybrids were identified—incidental 

hybrids and willing hybrids—which represented traditional professionalism in hybrid roles 

temporarily and created a hybrid identity at formal work. 

The hybridization of physicians has also been observed in other healthcare studies (Ferlie et al., 

2005; Noordegraaf, 2011; Pettersen & Solstad, 2014; Thomas & Hewitt, 2011; Wikstrøm & Dellve, 

2009). The hybridization of health professionals can facilitate the coexistence of multiple logics in 

healthcare organisations by reducing conflicts among different groups and negotiating differences. 

This type of hybridization was initially viewed as mediation in some early studies, involving the 

negotiation and translation of different forms of knowledge across professional and managerial 

boundaries (Doolin, 2002; Waring & Currie, 2009). 
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In addition to the considerable research attention given to hybridization, Arman et al. (2014) 

proposed that individuals utilise a hierarchy of multiple logics to simplify competing logics. Through 

this mechanism, the primary logic dominates their behaviour, while the subordinate logics coexist 

and compete in practice. Wright et al. (2020) employed the perspective of professional values to 

discuss how professionals handle multiple logics through the hierarchization mechanism. They also 

revealed that professionals can categorise their professional values into superordinate, subordinate, 

and basic values based on their local contexts and relative importance. Consequently, professionals 

take different actions and have varying degrees of motivation for these different values. In Chinese 

M&As of firms, the findings suggest that the coexistence of competing logics is distinct from the 

concept of "hybrid" logics, which involve a blending of viewpoints. Instead, each coalition, by a 

certain logic, favours promoting its own agenda. 

Andersson and Liff (2018) put forth the concept of "co-optation" as a strategy employed by 

healthcare professionals and managers to navigate the complexities of competing institutional 

logics. This approach entails the selective adoption of components from an alternate logic to secure 

legitimacy and influence while preserving the dominance of one's primary logic. As described by 

Andersson and Liff (2018), co-optation exemplifies a power struggle between professionals and 

managers, with each party endeavouring to co-opt the opposing logic to further their respective 

interests and agendas. 

Against a Chinese backdrop, Liu et al. (2016) posited that, as organisations undergo transformations 

and grapple with enduring logic conflicts, actors develop a diverse array of responses, including 

prioritising, assimilating, blending, and balancing logics. These strategies facilitate the temporary 

alleviation of conflicts, address pressing concerns, and generate provisional solutions, empowering 

actors to leverage the multiplicity of logics in negotiating innovative organisational forms. This 

observation aligns with previous Western literature's propositions on hierarchization, co-optation, 

and hybridization. 

Finally, Table 4.2 provides an explanation of various mechanisms recognised by institutionalists that 

contribute to the long-term compatibility of multiple logics at both individual and organisational 

levels. The hybridization mechanisms developed by organisations and individuals, along with other 

methods for managing multiple logics, reflect the partial autonomy of embedded agencies, which 

enables them to strategically respond to the various logics. These mechanisms also highlight the 

potential for collaboration between multiple logics to facilitate organisational goal achievement 

and produce management synergy (Numerato et al., 2011; Reay & Hinings, 2009). It is worth noting 

that professional and managerial logics should not be viewed solely as rivals, as their co-use may 
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ultimately combine their respective strengths and enhance resistance to new logics (Boxenbaum & 

Jonsson, 2008; Cappellaro et al., 2020; Numerato et al., 2012; Reay & Hinings, 2009; Townley, 1997).  

The absence of discussion on intra-organisational mechanisms for maintaining long-term multiple 

logic co-existence and avoiding conflicts in prior studies is a notable gap that requires attention in 

this research area. While existing literature has provided valuable insights into mechanisms 

employed at both the organisational and individual levels, the absence of attention to intra-

organisational mechanisms limits our understanding of how internal groups navigate and manage 

the multiple logics present during the reform process. Without a thorough examination of the intra-

organisational mechanisms, the research on the PMM reform process will again fall into the 

paradox of embedded agency by ignoring the intra-organisational diversity. Therefore, it is 

necessary to address this gap and explore the various intra-organisational mechanisms that 

facilitate the long-term co-existence of competing logics.
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Table 4.2.Mechanisms for managing multiple logics in the long term 

Research level Logic-

relationship 

Definition  Mechanisms  Sub-mechanisms Reference 

Organisational level      

 Decoupling It was suggested that by keeping their core operations distinct and 

unaltered, organisations could conform to institutional pressures through 

rituals. 

Decoupling  Nyland (2004) 

 Hybridisation  Hybridization is a mechanism proposed in recent ILP studies to explain 

how competing or compatible logics can coexist in the long term within 

organisations, coping with institutional complexity and creating novel 

organisational forms that combine elements from different logics. 

Compartmentalising   Smets et al. (2015) 

   Blending  Smets et al. (2015) 

   Separation 

 

 Reay and Hinings (2009) 

   Demarcation 

 

 Reay and Hinings (2009) 

   Accommodation   Reay and Hinings (2009) 
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   Domination  Reay and Hinings (2009) 

   Selective coupling  Pache and Santos (2013) 

    Compartmentalisation Pache and Santos (2013) 

    Integration Pache and Santos (2013) 

    Specialisation Pache and Santos (2013) 

    Aggregation Pache and Santos (2013) 

Individual level      

 Decoupling It was suggested that by keeping their core operations distinct and 

unaltered, actors could conform to institutional pressures through rituals. 

Decoupling  Kurunmaki (2003) 

 Hybridisation Hybridization is a mechanism proposed in recent ILP studies to explain 

how competing or compatible logics can coexist in the long term at the 

individual level, coping with institutional complexity and creating novel  

individual behaviours that combine elements from different logics. 

Segmenting  Smets et al. (2015) 

   Bridging  Smets et al. (2015) 

   Demarcating  Smets et al. (2015) 
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   Incidental hybridising  McGivern et al. (2015) 

   Willing hybridising  McGivern et al. (2015) 

 Hierarchisation  It suggests that individuals will establish a hierarchy for the multiple logics 

for the purpose of simplifying the competing logics. The main logic still 

dominates their behaviour, while the subordinate logics will continue to 

coexist and compete in practices. 

Hierarchising  Arman et al. (2014) 

 Co-optation This strategy involves selectively adopting elements of the other logic to 

gain legitimacy and influence while maintaining one’s own logic as 

dominant. 

Co-optating  Andersson and Liff (2018) 
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Recently, Pache & Thornton (2020) defined situated factors as the contextual elements that 

influence how actors perceive and respond to institutional logics. These factors include the level of 

analysis (individual, organisational, or field), the type of logic (dominant, challenger, or hybrid), the 

mode of logic interplay (compatibility or conflict), and the source of logic change (internal or 

external). Accordingly, it is crucial to develop a comprehensive framework that can provide 

theoretical insights into the relevant contextual factors driving organisational change. Such a 

framework should encompass multi-level and dynamic analyses that consider the diverse internal 

and external institutional arrangements as well as the multi-level conditions (such as field 

characteristics and organisation characteristics) that are closely associated with organisational 

changes. 

This thesis applies the multi-level contextualised framework for organisational responses to 

institutional complexity proposed by Greenwood et al. (2011). This framework is based on the 

concept of institutional complexity, which refers to situations where organisations face a 

multiplicity of pressures from diverse institutional logics (Greenwood et al., 2011, p. 357). In detail, 

Greenwood et al. (2011) used institutional complexity to construct a systematic approach for 

exploring how organisations respond to this complexity under the effects of the structural 

dimensions of situated factors: 1) field structure (fragmentation, formal structuring, and 

centralization); and 2) organisational attributes (field position, structure, ownership/governance, 

and identity). Thus, the situated factors at different levels were systematically described in this 

approach (see Figure 4.1). 

According to Greenwood et al. (2011), institutional pluralism and institutional complexity are 

related but distinct concepts within this framework. Institutional pluralism refers to the presence 

of multiple institutional logics in an organisational field, while institutional complexity refers to the 

experience of conflicting prescriptions from multiple logics within organisations. In other words, 

institutional pluralism is a property of the external environment, while institutional complexity is a 

property of the internal organisation. Whereas, in this study, institutional complexity is referred to 

not only for organisational institutional diversity and the field-level multiple logics, as many of the 

authors of prior literature have supposed (G. Martin et al., 2017; Reay et al., 2017). As Greenwood 

et al. (2011) assumed, the higher degrees of centralization, higher formal structuring, and lower 

fragmentation of the organisational field would contribute to the lower diversity and instability of 

institutional logics. Conversely, a low-centralized, informally structured, and highly fragmented 

organisational field would accept more diverse institutional logics and a more unstable institutional 

environment because of the easy entry for other logics. 
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Following the filtering of the field structure, organisational responses towards institutional 

complexity at the organisational level are further shaped by four organisational attributes: field 

position, structure, ownership/governance, and identity. Regarding the field position of an 

organisation, Greenwood et al. (2011) proposed that peripheral organisations and centre 

organisations might experience different intensities of institutional complexity in the organisational 

field. Peripheral organisations, compared to centre organisations, may accept lower institutional 

expectations from the field and face an easier institutional environment. On the contrary, ce ntre 

organisations are essentially bundled with the existing institutional logic, enjoy the advantages 

brought by the current logics, and may find it hard to adopt the emerging logic. However, this 

conclusion might not work for a mature organisational field where the emerging institutional logics 

might already be formalised into field-level institutional prescriptions under a highly centralised 

and formalised field infrastructure, which puts more pressure on centre organisations to adopt the 

new logic. For example, Arman et al. (2014) pointed out that professionals from emerging 

healthcare areas (in this case, psychiatric care) are more vulnerable to managerial logic.  

The organisational structure, which is reflected in the presence of different internal groups, also 

affects the institutional complexity faced by organisations. Conrath-Hargreaves & Wüstemann 

(2019) found that different organisational characteristics would have significant effects on filtering 

various logics. Some characteristics are more influential in promoting organisations to be more 

sensitive to certain logics, such as organisational structure and ownership. Lepori & Montauti (2020) 

also highlighted the role of organisational structures in negotiating hybrid logics in practices. As a 

result, the complexity of organisational structure may increase institutional complexity's influence 

over organisations and increase the diversity of internal group responses.  

Figure 4.1. The institutional complexity under the level filters – Greenwood et al. (2011) 
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As Greenwood et al. (2011) proposed, ownership and governance structures are also crucial filters 

within institutional complexity. In essence, the ownership and governance structure of an 

organisation reflect the power relationships among relevant influential groups. Organizational 

responses to various institutional demands are shaped by power structures. The institutional 

prescriptions that a powerful group supports are more likely to be given priority over other 

institutional demands when compared to those of weaker groups.  

Furthermore, it is proposed that organisations' identities play a significant role in determining their 

responses to institutional complexity. The separation of an organisation's identities into 

institutional identity and organisational identity was suggested by Greenwood et al. (2011). The 

claims of legitimacy made by organisations within the institutional environment are referred to as 

"institutional identity" (Kraatz & Block, 2008; Thornton & Ocasio, 2012). The characteristics that 

distinguish an organisation from others in the same institutional category are referred to as its 

"organizational identity" (King et al., 2011). In order to gain a competitive advantage, organisations 

can be identified by their identity. Institutional identity and organisational identity co-shape the 

structural roles that organisations play within the intricate institutional environment. 

The theoretical framework presented in Figure 4.1 serves as the foundation of this thesis for 

examining how organisations manage the multiple logics involved in PMM reforms strategically 

while also considering contextual factors. In addition to the field-level and organisational-level 

filters, this research aims to explore the intra-organisational factors and agency reflexivity that 

affect subunits and internal actors' responses to multiple logics.  

Previous studies have identified several intra-organisational factors that influence individuals' 

responses to multiple logics. For instance, Carlsson-Wall et al. (2016) discovered that the 

compatibility of logics can vary not only between fields and organisations but also between 

situations within an organisation. Currie & Spyridonidis (2016) suggested that individual actors' 

social positions and contextual factors shape their (re) interpretation of different logics. 

Furthermore, Creed et al. (2019) introduced the concept of "personal aesthetic," which refers to 

"this way of knowing that combines humans' innate sensory capacity to engage the world with their 

learned capacity to evaluate what they encounter" (p. 415). It is assumed that personal aesthetics 

shape individuals' understanding and evaluation of institutions, which subsequently influences 

their attitudes and behaviours towards institutional arrangements. 

Furthermore, to examine the dynamics of institutional complexity at both the field and 

organisational levels, as well as the pathways of institutional change in organisations within this 

context, this thesis refers to Dillard's (2004) three-level institutional change model. As Figure 4.2 

explains, Dillard (2004) elucidated how the structure of the cross-level institutional dynamic 
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penetration in dynamic economic, political, and social environments incites alterations in legitimate 

standards for organisational fields. As a result, the legitimacy of various social logics in affecting 

changes within organisational fields also experiences shifts. This, in turn, propels the dynamics of 

institutional complexity at the organisational level, such as the entry or exit of specific social logics 

or alterations in the dominant logic (Lounsbury, 2002; Thornton, 2001, 2002). The field-level 

dynamics of institutional complexity then prompt central organisations to modify their institutional 

logics and practices, ultimately leading to institutional change. Subsequently, due to isomorphic 

pressures to maintain legitimacy, other organisations follow the lead of central organisations in 

implementing institutional changes. 

 

By integrating the basic structure of Dillard’s (2004) model with the institutional complexity 

framework proposed by Greenwood et al. (2011), this thesis aims to construct a dynamic multi-

level theoretical framework for exploring the institutionalisation pathways of performance 

measurement and management reforms in organisations. This framework guides this thesis in 

investigating how both field-level institutional complexity and intra-organisational interactions 

contribute to shaping reforms within a dynamic context. 

 

Figure 4.2. The institutional relational dynamics from Dillard et al. (2004, p. 512) 
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Public healthcare is influenced by political expectations within the societal environment while 

simultaneously relying on medical professionals and nurses. The tension between bureaucratic 

(state) and professional logic persisted for a period before experiencing a shift in the dominant logic 

from bureaucratic to professional (Mintzberg, 1993). In healthcare settings, state logic prioritises 

public service value and emphasises the role of the state as a regulator, funder, and provider of 

public services (Martin et al., 2017). In contrast, professional logic is expertise-oriented, with 

physicians enjoying high autonomy in their practise while being held accountable for their skills in 

providing medical services to patients (Andersson & Liff, 2012, 2018; Arman et al., 2014; Reay et 

al., 2017). However, various professional groups may hold differing perspectives on professional 

logic, and the content of professional logic may evolve as other logics are integrated (Arman et al., 

2014; Currie & Spyridonidis, 2016; Martin et al., 2015). 

The adoption of NPM principles—such as marketization, competition, accountability, and business-

like management—in public sectors in Western countries, particularly healthcare, has facilitated 

the infiltration of corporate and market orders into the public healthcare sphere (Martin et al., 

2015). Managerial and market logics, which hold dominant positions in the private sector, have 

emerged in public healthcare and increasingly garnered more resources, thus becoming influential 

in competition with hospitals' professional logic. Managerial logic point up efficiency, cost savings, 

and financial accountability in hospital management and prioritises market-like strategies and 

practises within the NPM framework (Christensen & Lægreid, 2011). Conversely, market logic is 

customer-oriented and signifies "unregulated competition with consumer preferences" (Goodrick 

& Reay, 2011, p. 379), under which professionals, corporations, and the state cannot exert control. 

There are limited ILP studies within the Chinese healthcare context,  with Xing et al. (2020) being a 

notable exception. Their study investigated the impact of government logic, which underlines the 

core principle of hospital operations as facilitating equitable access to healthcare and ensuring 

sustainable development. Furthermore, the study explored the commercial logic, emphasising the 

provision of high-end healthcare services through premium pricing, and the state logic, which 

requires healthcare organisations to generate social value and engage with local communities 

through philanthropic or voluntary services. Unlike previous Western literature, this study 

differentiated between state logic and government logic by focusing on healthcare equality and 

social value, respectively. 

The existing body of literature on ILP has thoroughly explored the various logics operating in public 

healthcare settings. Nevertheless, these discussions have largely been framed within a Western 

context, leading to a scarcity of insights regarding non-Western healthcare environments. 

Consequently, it is essential to investigate the applicability and pertinence of these logic-related 
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in public healthcare, previous studies on PMM in healthcare still play a valuable role in explaining 

how PMM can balance multiple logical interests and demands from an institutional perspective. 

Under NPM, the emerging managerial logic, the powerful forces of external state logic, and the 

long-standing internal professional logic present challenges for public healthcare organisations in 

designing their performance measurement and management strategies (Leotta & Ruggeri, 2022). 

Ideally, healthcare's non-profit contents should be evaluated based on the three E's—economy, 

efficiency, and effectiveness (Carter et al., 1995; Rouse, 1999). Therefore, public healthcare 

organisations have increasingly turned to sophisticated and comprehensive multidimension al 

performance measurement methods. These methods go beyond traditional financial measures and 

are based on organisational strategies, such as the BSC (Chang, 2006). 

Thus, Carlsson-Wall et al. (2016) demonstrated that performance measurement systems (PMS) act 

as structural solutions to conflicts arising from competing logics by making various institutional 

demands explicit within the measurements. Rautiainen et al. (2017) argued that discrepancies 

between institutional logics can be alleviated by focusing on a common goal in the development of 

key performance indicators (KPIs). Leotta and Ruggeri (2022) asserted that a PMS can facilitate the 

concurrent comprehension of both societal- and field-level logics, assuming that it enables coherent 

communication and achieves value coherence. 

Although multidimensional performance measurement designs have been established in public 

healthcare performance measurement and management reforms, the imbalance of power among 

actors embedded in the diverse logic of shaping the public healthcare PMM system has become a 

major impediment to the practical use of non-financial indicators (Guven‐Uslu & Conrad, 2011; 

Modell, 2001; Østergren, 2006). Previous literature has highlighted the significant impact of state 

logic on shaping the PMM practises of public hospitals. In many cases, policymakers at the centre 

have initiated multidimensional PMM reforms based on state logic, resulting in a design process 

that is not neutral and is dominated by the interests of the more powerful government (Chang, 

2009). Consequently, the use of multidimensional frameworks has failed to satisfy the diverse 

interests of different stakeholders. For instance, Chang (2009, 2015) argued that multidimensional 

performance measurements influenced by political interests did not result in a balanced 

development of performance improvements but, instead, caused various distortions and 

dysfunctional behaviours that impeded the original aims of the NHS reforms. The PMM system 

became a control mechanism for the central government to enforce hospitals to act in line with 

government expectations. 

In some cases, studies (primarily concerning the BSC) indicate that the application of 

multidimensional PMM highlighted the areas of public hospitals that urgently required efficient 
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attributed to the nearly decomposable and transposable nature of institutional logics, which allows 

for strategic responses to different logics and enables participants to instigate institutional changes. 

Agency reflexivity permits participants to adapt to and shape institutional structures, thus enabling 

them to exercise reflexivity in the face of the current institutional situation. This concept 

contributes to the existing literature on the various mechanisms that agencies utilise to alleviate 

the pressures of multiple logics in healthcare (Arman et al., 2014; Kurunmaki et al., 2003; Leotta & 

Ruggeri, 2022; McGivern et al., 2015; Nyland & Pettersen, 2004; Pache & Santos, 2013; Reay & 

Hinings, 2009). The aforementioned studies offer crucial theoretical direction for examining the  

interactions between the actors involved and the institutional complexity that underlies the 

contemporary multidimensionality of PMM and its socio-technical function. 

Building upon the extensive discourse regarding agency autonomy and institutional comple xity that 

underlies the interactions between relevant actors and PMM reforms in prior literature, the 

primary objective of this study is to reveal a dynamic and comprehensive understanding of how the 

contextualized, multilevel interactions between embedded agency and institutional complexity 

shape organisational PMM reform design and implementation. 

To conduct a thorough investigation of institutional dynamics and PMM reform pathways, this 

thesis integrates the institutional relational dynamics framework developed by Dillard et al. (2004) 

with Greenwood et al.'s (2011) multi-level institutional complexity framework. Dillard et al.'s (2004) 

institutional relational dynamics framework, based on the institutional dynamic perspective, 

comprises three institutional levels—socioeconomic, organisational field, and organisational 

level—that enable an iterative analysis of institutional dynamics encompassing both institutional 

prescription and related practices. This framework provides a theoretical lens to reveal the  dynamic 

nature of institutional complexity across and within different levels. Subsequently, Greenwood et 

al.'s (2011) multi-level institutional complexity framework, based on the organisational response 

perspective, considers contextualised factors, including field structure and organisational attributes, 

as filters that shape field-level institutional arrangements and organisational responses, 

respectively. The integration of these two frameworks allows for tracing the transmission of 

institutional dynamics from the macro to the organisational level within contextualised factors, 

thereby providing a comprehensive and nuanced understanding of how organisations navigate and 

respond to their complex institutional environments (see Figure 4.3). 
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The integrated theoretical framework, as shown in Figure 4.3, first presents a conceptualization of 

the institutional complexity dynamics resulting from changes at the socioeconomic and political 

levels. These dynamics then lead to the field-level PMM transformation. It serves as the theoretical 

basis for our first research question, which examines how field-level institutional dynamics are 

influenced by socioeconomic and political changes, leading to PMM transformations.  

This theoretical framework posits that isomorphic pressures resulting from the dynamics of field-

level institutional complexity and PMM transformations give rise to the reform forces driving 

organisational PMM reforms. Additionally, Seo and Creed (2002) have identified four sources of 

institutional contradictions that theorise the forces of institutional change from both internal and 

external sources. According to this framework, the internal reform forces at the intra-organisational 

level are influenced by external institutional logics, which, in conjunction with external institutional 

pressures, drive the decision-making of organisational PMM reforms. This serves as the theoretical 

Figure 4.3. The integrated multi-level institutional relational framework for analysing a 

public healthcare organisation’s PMM reform 

Internal groups 
- TMT 
- Accounting department 
- Medical departments 
- Functional departments 

Intra-organisational level 

Organisational field level 

Organisational level 

Field-level PMM transformation 

Organisational PMM reforms 

Institutional pluralism 

Dynamic institutional complexity 

Socio-economic and political level 



Chapter 4 

98 

foundation for the second research question, which investigates the response of TPH to the  

dynamic institutional complexity of its surroundings through the implementation of PMM reforms. 

Moreover, the integrated theoretical framework develops the intraorganizational level based on 

prior ILP studies, exploring the intra-organisational actors' continuous reactions to external 

institutional complexity dynamics in the PMM reform. In detail, following the essential guidance of 

institutional logics in practises while acknowledging the partial autonomy of agency, this thesis 

examines the PMM reform practises in the case hospital to further explore how different logic 

values and interests interact with each other during the PMM reform and how internal actors 

exercise their partial autonomy in these interactions. As discussed in prior literature, the inte rnal 

groups (as Figure 4.3 shows, including the top management team, accounting department, medical 

departments, and functional departments) of public healthcare organisations are embedded in 

different logics, and their logics—as well as their situated contexts—might direct them to respond 

differently to external institutional changes and interact with other groups on PMM reform to 

defend their logics (Campanale & Cinquini, 2016; Conrad & Uslu, 2011). Consequently, based on 

their logics, their interactions with one another and the PMM reforms will ultimately shape their 

attitudes and practises in the institutionalisation of the PMM reform, which, in turn, influences 

organisational institutional complexity (Carlsson-Wall et al., 2016; Leotta & Ruggeri, 2022). The 

aforementioned serves as the theoretical basis for the third research question, which examines 

how the reform of the PMM is institutionalised intraorganizationally. 

Generally, this integrated theoretical framework for this thesis is designed to investigate the case 

hospital's responses to multilevel contextualised institutional complexity and the related internal 

performance measurement and management practise developments. By providing an empirical 

articulation of the contextualised institutional complexity and resulting field-level, organisational-

level, and intra-organisational-level institutional arrangement competition and practise formation 

within a non-Western social culture, this thesis aims to enrich the framework with new insights and 

perspectives. 
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documentation, observation, and other supplementary methods. As suggested by Carter (2014), 

data triangulation is crucial in qualitative research to overcome subjectivity and potential biases in 

data collection. This can be achieved by combining interviews, observation, documentation, and 

other relevant sources. Thus, in this study, a range of data collection methods are utilised to ensure 

robust results. These methods include semi-structured interviews, focus group meetings, 

observation, and documentation. Meanwhile, field-level secondary data are employed to establish 

comprehensive narratives for field-level exploration. 

This study primarily utilised semi-structured interviews, which consist of general questions without 

a fixed sequence, allowing the interviewer to delve deeper into significant responses (Paoli & Foss, 

2019). Additionally, some unstructured interviews were conducted on an informal basis to further 

explore intriguing points that emerged during the semi-structured interviews. As Chauhan (2022) 

suggested, the capacity of unstructured interviews to capture the intricate nuance s of human 

experience and their potential to generate novel insights are noteworthy.  

The study also incorporated observations from the case study's operational management meetings 

as well as daily PMM practices. Observation as a research method provides first-hand data 

collection, enabling exploration of complex and sensitive phenomena and revealing discrepancies 

between verbal reports and actual behavior, which contributes to generating detailed and accurate 

data for hypothesis generation and explaining patterns of human behaviour (Smit & Onwuegbuzie, 

2018). 

Furthermore, the researcher conducted focus group meetings with professional participants to 

discuss their perspectives on PMM reform. To supplement the field-level and organisational-level 

data analyses, the study also collected hospital documents, official documents, Chinese literature, 

and secondary data from Chinese databases. The utilisation of focus group discussions represents 

a valuable methodology for comprehending individuals' perspectives regarding conservation, 

evaluating conservation and livelihood practices, scrutinising the obstacles and repercussions of 

resource management interventions, and documenting the significance of indigenous knowledge 

systems (O.Nyumba et al., 2018). 
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3. What are these changes? 

4. How does the process unfold? 

5. What are the current effects of these changes on health professional groups and the whole 

hospital? 

The five themes questioned the main content for addressing the research goals and allowed 

interviewees to answer freely based on their perspectives. After designing the interview guide, a 

pilot test was conducted to "confirm the coverage and relevance of the content of the preliminary 

guide, identify the possible need to reformulate questions, and test its implementation" (Kallio et 

al., 2016, p. 2960) with the supervisor teams.  Internal testing and field testing were used to make 

informed changes and adjustments to the interview questions, improving data quality during 

collection (Chenail, 2016). Following the pilot testing and adjusting the interview guide based on 

the information from the pilot, a complete interview guide was compiled (shown in Appendix. B). 

Due to COVID-19, however, interviewee accessibility was severely affected in 2020. To continue 

data collection, online interviews via social apps and telephone interviews were conducted. Prior 

to the interviews, interviewees were contacted and informed about the study. After scheduling the 

interview date and time with the participants, a consent letter was sent or presented, explaining 

the study's purpose, participant expectations, and confidentiality issues. Signed consent letters 

were obtained, and interviews were recorded, transcribed, and coded. All interviews were 

conducted in Chinese, with English transcript summaries created for each interview. Face -to-face 

interviews were conducted (see Table 5.1) until the main fieldwork phase began. 

In interviews, all interviewees were asked about general themes in a logical order (Krauss et al., 

2009). To make the theme questions easily understood and ensure consistency in the interviewees' 

answers, follow-up questions were employed (Baumbusch, 2010; Turner, 2014). These questions 

were partially pre-designed and partially improvised based on the interviewees' replies. This 

approach balanced consistency and the exploration of interesting points (Whiting, 2008). Verbal 

and non-verbal techniques were applied during the interviews, including repeating and verbally 

agreeing with interviewees' points to show understanding and pausing at times to encourage 

improvisation (Whiting, 2008). 

These interviews were transcribed and subjected to content analysis. The transcripts are stored on 

both the university’s online storage and an external hard disk. To ensure the accuracy of the 

transcription and the validity of the coding, the author retained follow-up communications with 

interviewees in case of vague responses or questions. The description notes of these two 

participant observations were written up. 
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observation notes, guaranteeing an in-depth and multifaceted interpretation of the data. 
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Table 5.1.Interviewee information list 

NO. OF 

INTERVIEWEE 

GROUP INTERVIEWEE DEPARTMENT TIME FRAME NUMBER OF 

INTERVIEWS 

INTERVIEW DATE NO. OF INTERVIEW 

 External group       

1  The leader of the local 

health department 

Local health department 60 minutes + 30 

minutes 

2 10/07/2019 (online interview) 

31/08/2021 

1 

2 

 Internal TMT       

2  Hospital director Top Management Team 45 minutes 1 20/08/2021 3 

3  Chief accountant Top Management Team 60 minutes + 90 

minutes + 90 minutes 

3 11/07/2019 (online 

interview) 

01/09/2020 (online 

interview) 

20/08/2021 
 

4 

5 

6 

 Internal functional 

departments 

      

4  Leader of OMS Operational Management Section 45 minutes 1 12/07/2021 

 

7 

5  OMS member A Operational Management Section 45 minutes 1 10/09/2020 (online interview) 

 

8 

6  OMS member B Operational Management Section 60 minutes 1 19/09/2020 (online interview) 

 

9 

7  Leader of Financial 

Section 

Financial Section 45 minutes 1 07/11/2020 (online interview) 

 

10 
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8  Leader of Human 

Resource Department 

Human Resource Department 30 minutes 1 20/08/2021 11 

 Internal medical 

departments 

      

9  Director A Department of Obstetrics 60 minutes 1 13/08/2021 

 

12 

10  Head Nurse A Department of Obstetrics 60 minutes 1 13/08/2021 

 

13 

11  Director B Department of Emergency 60 minutes 1 13/08/2021 

 

14 

12  Head Nurse B Department of Emergency 45 minutes 1 13/08/2021 

 

15 

13  Director C Hepatobiliary and Pancreatic 

Surgery 

60 minutes 1 15/08/2021 

 

16 

14  Head Nurse C Hepatobiliary and Pancreatic 

Surgery 

45 minutes 1 15/08/2021 

 

17 

15  Director D Department of Respiration 90 minutes 1 15/08/2021 

 

18 

16  Head Nurse D Department of Respiration 45 minutes 1 15/08/2021 

 

19 

17  Director E Psychiatry Department 60 minutes 1 16/08/2021 

 

20 

18  Head Nurse E Psychiatry Department 60 minutes 1 16/08/2021 

 

21 

19  Clinician A Psychiatry Department 60 minutes 1 10/06/2019 (online interview) 22 
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20  Director F Neurology Department 45 minutes 1 16/08/2021 23 

21  Director G Department of Neurosurgery 90 minutes 1 17/08/2021 

 

24 

22  Head Nurse G Department of Neurosurgery 45 minutes 1 17/08/2021 

 

25 

23  Director H Department of Cardiothoracic 

Surgery 

45 minutes 1 18/08/2021 

 

26 

24  Head Nurse H Department of Cardiothoracic 

Surgery 

45 minutes 1 18/08/2021 

 

27 

25  Director I Department of Urology 45 minutes 1 18/08/2021 

 

28 

26  Head Nurse I Department of Urology 45 minutes 1 18/08/2021 

 

29 

27  Director J Department of Ophthalmology 30 minutes 1 20/08/2021 

 

30 

28  Leader of Nurse Section Nurse section 60 minutes 1 20/08/2021 31 
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Table 5.2. Other data collection methods employed 

NO. OF DATA 

COLLECTION 

DATA 

COLLECTION 

METHOD 

SOURCES/ACTORS DEPARTMENTS TIME 

FRAME 

LEVEL OF ANALYSIS CONTENTS LOCATION METHOD 

 Observation        

1  OMS members OMO 19/09/2021 Intra-organisational 

level 

OMS meeting Finance 
meeting 

room 

Over a span of two hours, observations 
were conducted, encompassing the pre-

meeting preparations, the meeting itself, 
and the subsequent discussions that 
followed. 

2  OMS members OMO 19/09/2021 Intra-organisational 

level 

The daily operations of 

OMS performance 

measurement software 

OMO Observations were conducted over a span 
of four hours, within the morning 

segment of their operational hours 

3  The head of nurse 

section & chief 

accountant 

Nurse Section & 

TMT 

20/08/2021 Intra-organisational 

level 

Meeting for nurse 

performance 

measurement 

The tea area 

in the 
canteen of 

TPH 

Over the course of one hour, observations 

were conducted on participants as they 
engaged in an informal discussion 

regarding the reform 

4  The Department of 

Hepatobiliary and 

Pancreatic Surgery 

& OMS & chief 

accountant 

Department of 

Hepatobiliary 

and Pancreatic 

Surgery & TMT 

20/08/2021 Intra-organisational 

level 

Monthly operation 

management meeting 

Department 
meeting 

room 

Observations were conducted over a span 
of two hours, covering the pre-meeting 
preparations, the meeting itself, and the 
subsequent discussions that followed. 

 Focus group 

meeting 
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(researcher as 

participant) 

1  Director of 

department, head 

nurse, clinicians, 

and nurses of the 

Department of 

Neurosurgery 

Department of 

Neurosurgery 

17/08/2021 

 

Intra-organisational 

level 

Discussions on the PMM 

reform 

Department 
meeting 

room 

Invite the participation of all medical 
professionals within this department to 

partake in this group discussion. Pose 

open-ended inquiries concerning the 
participants' perceptions of the reform. 

Gather feedbacks through verbal 
communication and structured surveys. 

2  Director of 

department, head 

nurse, clinicians, 

and nurses of the 

Department of 

Cardiothoracic 

Surgery & 

Department of 

Urology 

Department of 

Cardiothoracic 

Surgery & 

Department of 

Urology 

18/08/2021 

 

Intra-organisational 

level 

Discussions on the PMM 

reform 

Department 
meeting 

room 

Invite the participation of all medical 
professionals within this department to 

partake in this group discussion. Pose 

open-ended inquiries concerning the 
participants' perceptions of the reform. 

Gather feedbacks through verbal 
communication and structured surveys. 

 Documentation        

  Chief accountant  18/11/2019 Organisational level Internal documents & 

meeting minutes about 

the reform contents and 

process 

  

  Chief accountant  18/11/2019 Organisational level Local public hospital 

PMM reform policy 

documents 
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  Chief accountant  23/07/2020 Organisational level Academic resources 

about TPH’s PMM 

reforms 

  

 Secondary data        

  Hospital 

Management 

Institute, Fudan 

University 

  Organisational-field 

level 

Chinese first 100-ranking 

public hospitals’ PMM 

reforms related 

documents. 

  

  The central 

government 

  Organisational-field 

level 

Healthcare related policy 

documents 

  

  Social media   Organisational-field 

level 

related newspaper and 

journals 

  

  Academic research   Organisational-field 

level 

Related academic papers 

from China National 

Knowledge Infrastructure 

(CNKI) 

  

 Interview        

  Internal actors   Intra-organisational 

level 

Designed questions about 

research topic 
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Figure 5.1.The coding process 



Chapter 5 

119 

 

 

 

Aggregate Dimensions 

• The limited adoption of the new PMM system and clinical managers’ weak managerial awareness in 
department performance measurement and management. 

• A buffer for front-line professionals. 

The deep integration of the PMM 
reform into subunit operation 

1st Order Concepts 

• The returning state logic in Chinese public healthcare sector since the comprehensive health reform 
• A fragile professional logic rooted in Confucian culture and later absorbing western professionalism 

• The dominating market logic during the marketized health reform and the decay of it following the 
negative side effects it brought to the public healthcare sector 

• An emerging managerial logic for solving the hospital management dilemma 

The field-level institutional 
complexity dynamics 

• The coordination of state logic and managerial logic in designing the national BSC framework 
• A lean PMM reform model developed by a local earlier reformer in response to the emerging 

managerial logic and the field-level cooperation between state logic and managerial logic 

How the multidimensional PMM 
reflect the institutional 
complexity dynamics 

• The penetration of managerial logic into TPH through the ‘isomorphism pressures’ of nat ional BSC, 
local earlier reformers' reform prototypes 

• Internal groups’ demands on replacing the old inefficient and problematic PMM system  

How the decision and design of a 
multidimensional PMM reform 
by TPH react to exposing logics 

• The logic conflicts between market logic and managerial logic in the value point design 

• The logic conflicts between professional logic and managerial logic on the roles of clinical managers 
in new PMM system and the use of performance information in department management 

• The decoupling of the new PMM system from daily department management in many medical 
departments 

•  

The decoupling process of the 
PMM reform in subunits 

• The effects of organization attributes – institutional identity; existing management mechanisms; 
governance structure on the initiation and design of the PMM reform 

• The effects of department attributes – core business complexity; performance status on their 
responses to PMM reform. 

• The effects of personal characteristics in shaping their reactions toward the PMM reform – 

management experience, ‘personal aesthetic’, career age 

The selective adoption of the 
PMM reform in subunits 

2nd Order Themes 

The interrelationships 
between field-level PMM 
transformations and 
institutional complexity 
dynamics 

How TPH responds to the 
exposed field-level 
institutional dynamics 

Different intra-
organizational 
institutionalizations under 
the interactions between 
the reform and subunits 

• The hybridized practices of clinical managers in implementing the new PMM practices in department 
performance management and make it work 

• The hybridized front-line professionals in daily work. 

Figure 5.2. Coding structure 
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In marketized health reform, the Chinese government has adopted a strategic attitude that 

temporarily maintains a certain level of distance from exerting influence over the specific 

operational and procedural aspects of the public hospital system. The government acted to 

maintain a central governing body with broad jurisdiction and substantial decision-making power, 

enabling public health institutions to exercise some discretion on their operation and finance and 

act as needed. However, the People's Republic of China has experienced substantial population 

growth since its establishment15. In the foreseeable future, the Chinese public healthcare system is 

poised to confront two predominant societal challenges: a vast populace requiring healthcare and 

an ageing demographic. Consequently, it is imperative for the Chinese government to augment its 

political involvement in public healthcare to address the pressing issues of unaffordable and 

 

15 In 1982, the population crossed one billion and, in 2021, it rose to 1.41 billion. Due to rising life expectancy 
and falling birth rates, the WHO predicted that 28% of China’s population is expected to be over 60 by 2040. 

Figure 6.1. The governance structure of Chinese Public Healthcare System 

City-level tertiary hospital 

The State Council 

Province-level tertiary hospital 

City-level government City-level Health 
Departments 

County-level government County-level Health 
Departments 

Funding 

Funding 

Funding 

Provincial Health 
Departments 

National Health 

Commission  

Funding 

County-level tertiary hospital Primary Care Units 

Provincial government 

Tertiary hospitals directly 
under the NHC  
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inaccessible medical services while simultaneously preparing for the impending ageing population. 

The efficacy and capacity of China's public healthcare system must be enhanced to ensure the 

provision of high-quality medical services.  

Subsequently, the Chinese government chose to intensify its political engagement and guidance in 

public healthcare for reassuring the mission and goals of public health system on quality and 

quantity. The extensive healthcare reform initiated in China in 2009 has witnessed the re -

emergence of the Chinese government's role in steering the public healthcare sector reform, 

specifically in health financing and policy formulation. As delineated in Section 3.2.3, the Chinese 

government has instituted a universal basic medical insurance scheme and promulgated a series of 

comprehensive policy documents to regulate the various aspects of healthcare reform. As the 2016 

Notice stated:  

The primary goal of developing Chinese public healthcare is to ensure that public health is 

equal and accessible to all citizens. 

As Figure 6.2 shows, the power of the Chinese government has further permeated the Chinese 

public hospital system, impacting a variety of facets of hospital administration, such as budgeting, 

the management of human resources, and health regulation. Chinese public hospitals must 

carefully obey health regulations set by local governments and guidance from them or from upper-

level governments in their decision-making and operations. The Opinion for Tertiary Hospitals' 

Performance Assessment was released by the State Council in 2019. It placed a premium on public 

welfare and emphasised medical quality, operational efficiency, long-term development, and 

patient satisfaction. The 2019 Opinion establishes a national BSC performance evaluation 

framework as the foundation for public hospitals to reform their performance measurement 

systems, with a focus on medical quality and efficiency. The national BSC system created a conduit 

for the Chinese government to track the performance of public hospitals.  

 

Health Regulation

Standard Setting

Guidance & Direction

Prohibition

Budget Making

National, Provincial, & 
City-level health 

planning

Total remuneration 
amount for tertiary 

hospitals

Human Resource

Quota for hospital 
recruitment

Approval of senior 
managers 'succession

Figure 6.2.The roles of the central government and local governments in the Chinese public 

healthcare system 
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In the meantime, local health departments administer hospital annual budgets, and the local health 

departments set the total remuneration amounts allocated to hospitals each accounting year based 

on hospital performance as measured by the national performance framework. It gives the 

government a stronger voice in influencing how public hospitals measure and manage their 

performance. Also, the appointment and compensation of senior managers of public hospitals must 

be approved by the local government. Professional recruitment and remuneration are also based 

on quotas and total remuneration levels set by the local health department for each public hospital. 

This means that the internal administration and performance of public hospitals are heavily 

influenced by the local government’s regulations. According to an open interview with the director 

of WCH: 

To some extent, our public hospital can be considered a government body. Political attention 

has a huge impact on our decisions and operations. Our budget, recruitment, remuneration 

structure, and significant reforms must be approved by our local health agency. Even though 

we are being restructured to become a separate legal entity, we are still managed and 

controlled by our upper health institutions in practically every way. It is an undeniable fact… 

In the Chinese public health system, state logic has consistently served as the predominant 

governing mechanism over other institutional logics. Under the framework of this institutional logic, 

the valuation of medical services is determined by the Chinese government, which also exercises 

oversight over the operations of public hospitals and recognises the vital responsibilities played by 

these institutions. During the process of marketization, the government temporarily distanced itself 

from the tactical operations of the public hospital system. However, it has subsequently assumed 

an active role in guiding current hospital reforms. This is done with the strategic aim of ensuring 

both the quality and volume of medical services, ultimately striving for the mission of health equity 

and accessibility. 

To summarise, the state logic within the Chinese public healthcare system is focused on 

ensuring the equitable and accessible provision of medical services to the population. In order 

to achieve this objective, the central government empowers public hospitals to execute their 

assigned functions and establishes the service standards they must adhere to. Prior to 1979, 

state logic predominated public hospital decision-making processes and entirely supported 

their operations. However, with the advent of market-oriented health reforms, the state logic 

temporarily maintains a certain level of distance from exerting influence over the specific 

operational and procedural aspects of the public hospital system, and the Chinese government 

required public hospitals to attain financial self-sufficiency. In light of the unintended 

ramifications stemming from the pervasive market-driven approach, state logic has re-emerged 

to guide reforms within the public hospital systems in the wake of the comprehensive health 
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maximise their financial gains, resulting in a significant surge in patient healthcare costs.  As the 

government news reported16: 

Some public hospitals were profit-driven and disobeyed their "public" characteristics for a 

long time. The prevalence of overprescribing and overtreatment in public hospitals has 

severely damaged public trust. 

The market-oriented health reform was defined as a failure, as the leader of the Policy and 

Regulation Section of the Chinese Health Department in 2005 said: 

Marketisation is not the right direction for Chinese healthcare reform. 

The market-driven, profit-oriented, and competitive strategies of market logic compelled Chinese 

public hospitals to establish their legitimacy by securing a favourable market position and 

generating profits. On the other hand, poor hospital management was aggravated in public 

hospitals when they were preoccupied with rapid growth while putting less emphasis on improving 

the quality and efficiency of their services. Li et al. (2014) concluded the Chinese public hospital 

extension until 2009 in Chinese Health Economies, an official journal of the National Health and 

Family Planning Commission: 

The scale of many comprehensive hospitals manifests as excessively large and shows a 

tendency for further expansion. 

As Dong et al. (2013, p. 36) further noted: 

The expansion of public hospitals partially satisfied the growing medical needs of patients 

and alleviated the "kan bing nan" problem. In contrast, blind extension led to low resource 

utilisation and worsened unprofessional conduct in our public hospitals. 

The head of the local health department where the case hospital is located admitted: 

When we granted public hospitals some financial autonomy to encourage them to perform 

better and ease our fiscal burdens, they (public hospitals) went through a "wildwood" era. 

We noticed that they were overly focused on increasing income and expanding their scale. 

It went against our original aims to some extent. 

The prior market-oriented approach to healthcare reform has exacerbated the issue of 

inaccessibility to public medical care by increasing healthcare costs and compromising the quality 

and efficiency of healthcare services. As a result, the Chinese government has recognis ed the 

 

16 In 1982, the population crossed one billion and, in 2021, it rose to 1.41 billion. Due to rising life 

expectancy and falling birth rates, the WHO predicted that 28% of China's population is expected to be over 
60 by 2040. 
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The lean concept has been adopted in healthcare production and management, with "lean" being 

used to prioritise patient comfort and increase efficiency while decreasing waste (Teich & Faddoul, 

2013). In Chinese public healthcare, lean thinking is used in operational management by the 

operational management office and the chief accountants in costing, budgeting, and performance 

management to maximise hospital outputs by making decisions that best utilise personnel, facilities, 

and other resources. As the Opinion 2021 revised: 

Integrate the medical, education, and research business systems with the human, financial, 

and material resource systems; develop decision-making support systems for hospital 

operational management; and promote the scientific, standardised, and lean aspects of 

hospital operational management... in order to increase efficiency, save money, and reduce 

patient costs.  

According to the Chinese government's predictions, implementing a lean management approach in 

hospitals and then planting a managerial logic is expected to improve the accessibility and service 

quality of public healthcare services, both of which are highly interested by state logic. As a result, 

lean management has been proposed as an integral component of the government's political 

agenda for the development of public hospitals. Since the implementation of comprehensive health 

reform, lean management has started to play a considerable role in the public healthcare sector 

under the promotion of political preferences. As the Opinions 2015 17 began to propose: 

Public hospitals are enterprise legal persons, and their operational autonomy should be 

given and encourage them to achieve a better science management.  

For promoting public hospitals’ adoption of lean management, the 2017 Policy issued by the 

Chinese government iterated the need for public hospitals to implement a modernised hospital 

management system to achieve lean and scientific management for the preservation of public 

welfare, activation of internal vitality, and sustainability. As it stated: 

Basically, by 2020, public hospitals should construct their modern hospital management 

systems with complete governance, efficient operation, and scientific management… 

In addition, the introduction of the chief accountant and the operational management office bred 

the internal gene of lean operational management in Chinese public hospitals. As required by the 

Chinese government in 2017, Chinese public hospitals must implement a chief accountant system 

that will be used to improve hospital operational and economic management. The chief accountant 

 

17  The 2015 Guiding Opinions of the General Office of the State Council on the Pilot Program of 

Comprehensive Reform of Urban Public Hospitals - http://www.gov.cn/zhengce/content/2015-
05/17/content_9776.htm. 
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should be a significant member of the top management team of public hospitals. According to the 

official document 18: 

The chief accountant oversees assisting the hospital director in managing the hospital's 

economic and operational tasks. 

Consequently, this study acknowledges that the Chinese government has actively promoted the 

integration of managerial awareness into the public hospital system, advocating for a lean 

management approach to embed a managerial paradigm within public hospitals.  

In addition to this welcome of emerging managerial logic by the Chinese government, attributed to 

its compatibility with state logic, many high-ranking public hospitals in China have embraced the 

adoption of managerial logic as a solution to their development and operational challenges. 

Externally, because of rising costs and growing competency, the industrial environment for Chinese 

public hospitals is becoming less favourable. The financial pressures on public hospital systems in 

China have risen, as shown in Figure 6.3. The cost of medical services and hospital operations has 

risen considerably in the health care system along with economic development, far outpacing 

increases in fiscal spending. Even in the comprehensive health reform that established the 

fundamental medical insurance system, the continuing requirements of the Chinese government 

to ensure that public hospitals remain accountable for their own profits and losses impose a 

considerable financial burden upon these institutions in the given context. According to the data 

provided by the Chinese government19, the loss rate for tertiary hospitals in 2017 was 24.85%. The 

Director of the Neurology Department at TPH has expressed his dissatisfaction with it, saying, 

 

18 Opinions on accelerating the establishment of the chief accountant system in tertiary public hospitals – 

2017. http://www.nhc.gov.cn/caiwusi/s7785t/201706/13693b61f54c40e38727a822cfbe9092.shtml  
19 http://www.gov.cn/xinwen/2021-03/31/content_5597121.htm 
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The price of our medical services was designed and published in 2004. It's been eighteen 

years, and you wouldn't believe that we still have to apply it, even though our relevant costs 

rose a lot. No extra subsidy is given to help us. 

 

Meanwhile, as 3.1.4 demonstrates, the Chinese government has made it easier for private 

investors to enter the healthcare market during the comprehensive health reform. It breathed 

new life into China's healthcare sector while simultaneously increasing competition for public 

hospitals. These have further weakened public hospitals' advantages over private hospitals in 

terms of market competence. 

Due to the adoption of managerial logic, which emerged based on the heightened role of a lean 

management strategy and underlines the leadership roles of top management to enhance internal 

operational and product effectiveness, Chinese public hospitals are anticipated to break the 

operational vicious cycle characterised by poor performance, financial deficits, and reduced 

competitiveness. Consequently, numerous public hospitals have implemented the chef-accountant 

system and established operational management offices as the primary responsible centres for 

driving the adoption of lean management. According to the official reports on the national hospital 

performance ranking in 2019, around half of the Chinese public hospitals implemented the chief 

accountant system. Meanwhile, most of the Chinese first-100-ranking public hospitals established 

an operational management office to oversee hospital operations and assist the chief accountant's 

management work, according to the official documents. In the case-located city, the operational 

management office has also been significantly established in local public hospitals. As the head of 

the local health department stated： 

 

The market-oriented 

health reform 

The comprehensive health 

reform 

Figure 6.3. The trends in average Chinese public hospital expenses, revenues, and fiscal funding 

(1998–2020) 
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lead Chinese physicians, surgeons, medical researchers, and healthcare workers. Thus, the 

CDMA has only had two decades to guide and cultivate professionalism within the Chinese 

healthcare sector. 

Before the CDMA was established, Confucian values served as the fundamental ethical 

guidance for medical professionals. Confucian culture emphasises "goodness" and "rites" of 

morality and ethics, which have also become key points in guiding Chinese medical 

professionals’ ethics codes (Guo, 1995). To explain the professionalism principles that 

medical professionals should uphold, the phrase "Ren Xin" which translates as "be merciful," 

proposed by M è ngzǐ 21  (372–289 BC) has also been applied by the ancient Chinese 

physicians, and ‘Yi Zhě Rén Xin’ has been developed as the core concept representing the 

medical professionalism; it means that "the doctor should have a merciful heart." Chinese 

physicians are not just medical professionals; in their practise of the  Confucian virtues, they 

are a model of moral rectitude and virtuous behaviour. As Fan and Li (2004, p. 184) state: 

Confucianism takes medicine as ‘‘the art of ren (virtue).’’ Ren is the fundamental 

human virtue that binds people together first in appropriate familial relations and then 

directs other social relations by the model of familial relations. In this regard, a 

Confucian physician is not an ordinary person. He is ideally a kind-parent-like master 

practicing the virtue of ren with special medical skills for pursuing the Confucian moral 

ideals… 

Consequently, prior to the establishment of the CDMA, Chinese medical practitioners 

experienced restricted oversight with regard to professional standards. Their professional 

identities were profoundly influenced by Confucian cultural values, which emphasised 

"mercifulness" as a core ethical principle guiding their conduct. As the Chinese scholar Guo 

(1995) explained: 

to attach great importance to the value of life; to do one's best to rescue the dying and 

to heal the wounded; to show concern to those who suffer from diseases; to practise 

medicine with honesty; to study medical skills painstakingly; to oppose a careless style 

of work; to comport oneself in a dignified manner; to respect local customs and to be 

polite; to treat patients, noble or humble, equally, and to respect the academic 

achievements of others, etc… 

 

21 Mèngzǐ is a philosopher who is a key representative figure of Confucians culture during the Epoch of 
Warring States. 
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As a result, the professional logic in Chinese public healthcare is founded on the value of " Yi Zhě 

Rén Xin” which originated in Confucian culture. Based on this, medical professionals in Confucian 

society connect their professionalism to their social reputation. Being "merciful" as a physician is 

fundamental to their decision-making. 

However, due to the lack of a powerful professional association, the Chinese medical professional 

group failed to develop formal standards or a common understanding of their medical 

professionalism. With the establishment of the CDMA, the meaning of professionalism from the 

Western medicine system was adapted for developing the common understanding of 

professionalism and establishing professional identities in Chinese medical professional groups. As 

defined by the CDMA22: 

Professionalism is the basis of medicine’s contract with society. It demands placing the 

interests of patients above those of the physician, setting and maintaining standards 

of competence and integrity, and providing expert advice to society on matters of 

health. 

The adoption of Western professionalism assists Chinese medical professional groups in 

constructing their professional identity and relevant professional codes. The combination of the 

social standing conferred by Confucian culture and the professional identity bestowed by Western 

professionalism resulted in the enrichment of the content of professional logic and the 

strengthening of its power in guiding professionals. 

Following that, the penetration of professionalism into Chinese professional groups and the ability 

to essentially guide their behaviour should have taken a long time of development and training. 

However, the market-oriented health reform, which brought marketization into the Chinese 

healthcare market, further undermined the development and power of professionalism by 

introducing a focus on economic interest. During this period, ‘red packet’23, ‘over-prescription’, and 

‘over-treatment’ became the norms in medical practices as a letter to the People’s Daily from an 

old patient 24said: 

The hospital I went to is one of the best public hospitals in China […] However, I had to give 

expensive tips to the doctor secretly so the doctor would make more effort to cure my illness. 

It became the potential rule in many public hospitals... 

 

22 http://www.cmdae.org/?page_id=25 
23 ‘Red Packets are informal payments provided by patients and their families to doctors’ – Yuan and Xu 

(2022, p. 2). 
24 http://cpc.people.com.cn/n/2015/0527/c83083-27063632.html 
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In conclusion, in the Chinese context, the key source of authorization for professional logic was 

commitment to Confucian values. Under Confucian values, Chinese professional logic also 

emphasises patient-centred behaviours, but they work as fundamental moral values (Guo, 1995) 

without the help of powerful professional associations to establish a detailed code of conduct. Until 

2002, the establishment of the Chinese Medical Doctor Association (CDMA), a national medical 

association, initiated the development of professional standards and codes. Professional logic has 

begun its development with the absorption of Western professionalism. Yet, due to the late 

development of medical professionalism, professional logic in Chinese healthcare lacks the strong 

and uniform common sense guiding the behaviour of the medical professional groups and is fragile 

when faced with the conflict of economic interests under the dominating market logic.  

Targeting the promotion of emerging managerial logic and the assurance of professional logic, the 

Chinese government further built a national BSC performance assessment system to achieve 

benchmarking management and to further promote and supervise public hospital lean 

management and quality control based on four dimensions (medical quality, operational efficiency, 

satisfaction, and sustainable development). As the official document disclosed by the National 

Health Commission reported:  

Our national performance assessment and monitoring programme has completed the 

performance analysis of 2,413 tertiary hospitals after collecting the pertinent performance 

indicator data from tertiary hospital performance system and conducting a sample review.  

Moreover, the performance ranking results of public hospitals will directly influence the 

appointment and dismissal of directors of tertiary hospitals, as well as their compensation. The 

ranking results of tertiary hospitals will be made public, which will have a further bearing on their 

industrial legitimacy. That is, the provincial and national rankings would be used by governments 

to monitor all tertiary hospitals' performance and make their findings public, which would have a 

direct impact on their reputations in the public healthcare industry and in society. Simultaneously, 

their performance ranking results will influence the Chinese government's policy preferences 

toward them, such as funding opportunities for science and education project development. As the 

chief accountant of TPH said: 

The outcome is crucial to us. The national BSC assessment is similar to a "final exam" 

administered by our "teacher", the government. The "grades" we receive affect our 

hospital's standing in the healthcare industry and government’s perceptions of us.  

This exerts direct pressure and draws their attention to how to improve their comprehensive 

performance, including medical quality, operational efficiency, and patient satisfaction, providing a 
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platform for the compatibility of state logic, managerial logic, and internal professional logic in 

hospital management. 

Table 6.1 summarises and explains the various institutional logics observed in the Chinese public 

healthcare sector (state logic, market logic, professional logic, and managerial logic) in reference to 

the sources of legitimacy, source of authority, source of identity, and basis of strategy. The state 

logic in the Chinese public healthcare system prioritises the equitable and accessible delivery of 

medical services to the public. In this regard, the central government authorises public hospitals to 

fulfil their designated roles and determines the service values they are to provide. The professional 

logic in Chinese public healthcare has been rooted in Confucian culture and combined with Western 

professionalism. The sources of authority are the professional level dete rmined by Western 

professionalism and the commitment to Confucian values— ‘Yi Zhě Rén Xin’. Thus, seeking a good 

professional reputation and adhering to the virtue of "mercifulness" become the basis of 

professional strategy-making. Following the constrained influence of the market logic due to the 

retreat from the marketization reforms, a managerial logic emerged based on the heightened role 

of a lean management strategy and underlining the leadership roles of top management to enhance 

internal operational and product effectiveness. The changes in the strengths of different 

institutional logics and their interrelationships are depicted in Figure 6.4. 

 

Figure 6.4. The dynamics of institutional complexity in Chinese public healthcare  
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Table 6.1.The elaboration of diverse institutional logics in the Chinese public healthcare background 

 State Logic Professional Logic Market Logic Managerial Logic 

Source of Legitimacy The value of services is significantly determined 

by the relevant government authority. 

The value of services is determined by the 

professionalism level and the levels of physician 

developed under Confucian values (good 

physician, great physician, saint physician). 

The value of services is 

determined by the market. 

The value of services is 

determined by the industrial 

standards. 

Source of authority Authority comes from the central government. Authority comes from the professional level 

under the Western professionalism system and 

commitment to Confucian value—“Yi Zhě Rén 

Xin”. 

Authority comes from the 

market position. 

Authority comes from the top 

management team. 

Source of identity The legitimated role regulated by the 

government. 

The professional reputation based on their 

professionalism level under the Western 

professionalism system; and ego-satisfaction 

and social reputation under Confucian society. 

The market reputation and 

market competitiveness. 

The management roles 

conferred by the 

organisational structure. 

Basis of strategy Improving the quality and quantity of medical 

services. 

Ensuring the equity and accessibility of medical 

services delivery. 

Developing professional skills and providing 

high-quality medical treatments to improve 

professional reputation. 

The Confucian ethics—be merciful. 

Improving profits and market 

competitiveness. 

Lean management and 

efficiency. 
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measurement of professionals' managerial-oriented performance and professional 

performance. Since the outputs of internal medicine are difficult to quantify, the focus is on 

resources consumed rather than outputs. Under the DRG-based PMM system, the case mix 

index (CMI) becomes the critical indicator reflecting the severity of patients' conditions. 

Consequently, it serves as a key performance indicator for evaluating physicians' performance 

concerning professional skills and resource consumption. The workload-value-based system for 

nurses involves grading nursing units with the active participation of senior nurses to assess 

both resource utilisation and exhibited care values. The hospital director of WCH anticipates 

that the design of the workload-value PMS will also achieve both managerial orientation and 

professional values, as stated in WCH's annual report: 

We have developed a performance measurement system for nursing groups that considers 

their caring values and daily workload using different workload values. It is a more suitable 

and effective tool for comprehensively measuring their performance. 

In addition to the integration of managerial and professional logic in the design of the PMS 

model, the job-based performance measurement framework provides a lean performance 

management process. As elaborated in Section 6.3.1.1, to prepare for the lean PMM reform, 

WCH established a clear, flexible, and dynamic performance assessment system and promotion 

procedures for its employees. Each job level is assigned a specific job coefficient when 

calculating performance allocation. Performance-based pay and promotion decisions rely on 

the results of these assessments to ensure a consistent flow of talent and strong motivation. 

The lean HRM reform ensured the feasibility of implementing the job-based PMM reform. With 

the exception of nursing units, which are difficult to evaluate individually due to the significant 

amount of invisible teamwork, the assessment of clinicians and internal medicine doctors 

primarily relies on their individual contributions and job responsibilities. As a result, 

performance outcomes are intrinsically linked to each professional, allowing for a 

comprehensive analysis and management of individual performance. This approach f acilitates 

streamlined control over individual professionals, enhancing the efficiency of performance 

management. As the hospital director of WCH mentioned in their hospital newspaper:  

In this way, we can monitor the output and daily productivity of individual professionals. It 

serves as the foundation for achieving our lean internal management.  

In summary, following the new institutional arrangement developed under the prevailing state 

logic, the design of the lean PMM model incorporates a compatible combination of emerging 

managerial logic and professional logic, which has been encouraged by the Chinese government. 

The government has promoted lean hospital management to modernise hospital governance 

systems in response to the emergence and growing influence of managerial logic in Chinese 
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professionalism and ego-satisfaction, as well as their social reputation in a Confucian society. 

Consequently, building a good professional reputation and following the virtue of "mercifulness" 

are the foundations for professionals' strategy-making. Furthermore, market logic, which is centred 

on maximising profit and increasing market share, bestows legitimacy on public hospitals based on 

their market positions. 

The recent comprehensive health reform has introduced a managerial logic that emphasises 

corporate-style internal management. This new approach adopts a lean management strategy and 

places greater emphasis on improving internal operations and product effectiveness. This reform 

marked the return of state logic in guiding public hospital development in the field. In order to 

restrict the influence of market logic, a managerial logic based on private business principles of 

internal efficiency management has been encouraged by the state. This has enabled institutional 

compatibility between the two logics and facilitated the penetration of managerial logic within the 

public hospital environment. Efficiency and lean management have become the localised focus of 

managerial logic and have gradually gained prominence in the Chinese public healthcare sector. 

The Chinese government has also sought to balance the demands of the state, managers, and 

professionals by developing a national BSC performance assessment system aimed at promoting 

benchmarking performance management practices. This system has been integrated into the 

annual multidimensional performance measurement systems utilised by most public hospitals, 

bringing attention to non-financial aspects and suggesting measurements of hospital performance 

based on patient, professional, and management perspectives. 

Second, this chapter demonstrates how these institutional complexity dynamics within the field-

level context have then triggered the implementation of individual-based performance 

management reforms in many public hospitals, commonly known as "lean PMM," following a lean 

hospital management methodology. The lean PMM model has been designed to incorporate the 

fundamental focus of emerging managerial and professional logic, which prioritises work efficiency 

and professional value when calculating the value of service items. These institutional complexity 

dynamics within the field-level context have triggered the implementation of individual-based 

performance management reforms in many public hospitals, commonly known as "lean PMM," 

following a lean hospital management methodology. 
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departments handle general matters like retired employee services and monitoring the doctor-

patient relationship. 

The hierarchical structure of TPH determined the main responsibility of the top management for 

the decision-making process related to the reform. Their response to external institutional 

pressures led to the formulation of a plan for the implementation of a multi-dimensional PMM 

reform at TPH.
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Figure 7.1. The organisational structure of TPH (source from the official document of TPH) 
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the public hospital system. Both the central and local governments issued detailed policy 

documents to apply step-by-step pressure on TPH to adopt a multi-dimensional performance 

measurement system. 

As a centre-level hospital in the local public hospital system, TPH has been the first to face political 

pressure from the local government. As stipulated in the policy document, TPH, along with the first 

three public hospitals in the local city, was mandated to serve as a reform pilot for the individual-

based and multidimensional performance measurement and management reforms that were 

outlined. According to the director of the local health department,  

TPH is the most significant mental health centre in the province. It provides excellent mental 

treatment and conducts cutting-edge mental research. It should also be at the forefront of 

hospital management reform.  

Given TPH's prominent institutional position at the local level, it was inevitably the primary site to 

confront the intensified state intervention in its PMM reform. Moreover, it served as a testing 

ground by local government for the integration of managerial logic into reform tactics and practices.   
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The 2013 Notice – the central government Forbidding the ‘revenue minus expenses’ model. 

The 2016 Opinion – the provincial government 
Pilot reforms on public hospital remuneration distribution. 

The 2018 Opinion – the local government 

Four dimensions of distribution elements to be reflected in the internal remuneration distribution of 

public hospitals: workload measurement, risk consideration, skill difficulty, and patient satisfaction. 

The 2018 Notice – the local government 
Four dimensions for hospital top management’s performance assessment: social effectiveness, medical 

service, comprehensive management, and sustainable development. 

The 2019 Notice – the central government 
The 2019 BSC performance assessment framework for tertiary hospitals: 1. Medical quality; 2. Operational 

efficiency; 3. Sustainable development; and 4. Satisfaction. 

 

The 2019 Notice – the provincial government 
Customise the national BSC index into the local public hospital system and set 

the milestones for the implementation. 

Annual training session – the local government 
Train the hospital director about the updated BSC index and performance 

assessment procedure. 

Figure 7.2. The policy developments on reforming public hospitals' PMM 
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Figure 7.2 above elucidates the local policy contents that engender awareness of the PMM reform 

among TPH and how they direct the reform trajectory for TPH. 

The primary objective of both the central and local governments in promoting performance-related 

reforms is to enhance the quality of healthcare services by severing the connection between 

performance incentives and hospital revenues. It indicates the overarching effects of state logic on 

initiating the PMM reform in TPH. As Figure 7.2 part ① explains, the 2013 Notice25  issued by the 

central government stipulated a prohibition on the "revenue minus expense" model in hospital 

internal remuneration distribution. Subsequently, the 2016 Opinion26 issued by the local province, 

which mandated the pilot reforms of public hospital remuneration distribution in four cities, 

including the city where TPH is located, said: 

It is the policy of the public hospitals in these four cities to improve their monitoring of the 

hospital remuneration system reform … in order to sever the direct link between drug 

charges and the performance of professionals … to achieve effective motivation for them, 

thereby advancing the quality and level of medical services. 

The local city government issued the 2018 Opinion 27 , recommending four dimensions of 

distribution elements to be taken into account in the internal remuneration distribution of 

public hospitals. This provides the earliest performance measurement design guidance for the 

local public hospital system, incorporating workload measurement, risk consideration, skill 

difficulty, and patient satisfaction. As explained in the 2018 Opinion: 

The internal remuneration distribution for medical professionals in public hospitals should 

be based on an evaluation of job responsibilities, work efficiency, comprehensive 

performance, and talent development, incorporating appropriate scientific performance 

measurement methods such as the coefficient method and a scoring system. Additional 

criteria for evaluation should include workload, risk coefficient, skill difficulty, and patient 

satisfaction... 

The four dimensions outlined in this local policy document emphasize both management efficiency 

 

25 National Health and Family Planning Commission and State Administration of Traditional Chinese 
Medicine Notice on Issuing the Strengthening of Medical and Health Work Style Construction 'Nine 
Prohibitions – 2013 
http://www.nhc.gov.cn/jcj/s7692/201312/09bd7a8be8f8420d91997a0041aa868e.shtml  
26Guiding Opinions on Carrying out Pilot Work on the Reform of the Salary System in Public Hospitals in 
Sichuan Province-2016 https://www.sc.gov.cn/10462/10464/10797/2017/2/16/10414247.shtml 
27Guiding Opinions on the Internal Salary Distribution in Public Hospitals-

2018https://www.sc.gov.cn/10462/10464/10465/10595/2019/1/16/199f3fdf4c824513a64dd33c0c249e36.
shtml 
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and quality. As elaborated in Chapter 7, a combination of external social complaints and internal 

management inefficiencies pushed the public hospital system, including TPH, into a dilemma. 

Consequently, beyond the political discourse rooted in state logic, the local government also urged 

TPH to adopt the managerial dimensions in performance measures, emphasizing the measurement 

of efficiency and workload. This also suggests the integration of managerial logic with state logic in 

the context of hospital reform practices, aimed at long-term hospital development. 

Targeting the top management teams of public hospitals, the local government further issued the 

2018 Notice 28 (about hospital leadership performance evaluation) announcing the new regulations 

on the performance measurement of the top management teams of these three pilot hospitals in 

order to guarantee the effectiveness of the top management roles in their PMM reforms. The 2018 

Notice outlined new regulations for the performance measurement of top management teams in 

the three pilot hospitals to ensure the efficacy of the PMM reforms. The four performance 

monitoring dimensions specified in the Notice, mirroring the four performance dimensions outlined 

in the 2018 Opinion (about internal salary distribution) , included social effectiveness, medical 

service, comprehensive management, and sustainable development. The greater the performance 

result, the higher the remuneration allowed for top management by the local government. As the 

2018 Notice said, 

The measurement of top management performance shall be conducted in accordance with 

the national performance measurement requirements and the responsibilities set out 

therein, which shall include social effectiveness, medical service, comprehensive 

management, and sustainable development, for the purpose of reinforcing the urban 

hospital comprehensive reform and expediting the construction of a modernised hospital 

management system. 

This policy emphasizes management efficiency and service quality as primary metrics for evaluating 

TPH managers by local government. Furthermore, it ensures that the performance incentives for 

senior managers are directly aligned with the four dimensions of performance outlined in the 2018 

Opinion. This mandates that TPH managers consider these four dimensions in their performance 

management practices consistently. It also stimulated an awareness to the emerging managerial 

logic by TPH managers. As the hospital director said: 

We started self-sufficient under marketised health reform, and this pushed us to become 

overly focused on revenue maximisation. Our performance measurements were mainly 

 

28Urban Public Hospital Leadership Performance Evaluation Measures (Trial)-2018 
http://www.my.gov.cn/mlmy/mygk/mynjian/mynj2020/25820761.html 
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geared towards revenue, which is not in line with our current policies.  As government expect, 

we should be more efficient, instead. 

As Figure 7.2 part ② demonstrates, the central government provided a more comprehensive and 

standardised multidimensional performance assessment framework for tertiary hospitals in the 

2019 Opinion 29 , which is referred to as the 2019 BSC performance measurement framework. 

Subsequently, the local province-level health department issued the  2019 Notice30, which further 

tailored the national index system to a provincial-level application for all local public hospitals and 

established the milestones for implementation: 

By 2019, a preliminary performance evaluation index system will be established to initiate 

the performance evaluation process … By 2020, a comprehensive tertiary hospital 

performance assessment system will be developed … In 2021, the performance evaluation 

index will be expanded, and the scope of the evaluation will be gradually broadened …. 

This provincial 2019 Notice required that local tertiary hospitals immediately learn and adopt the 

2019 BSC framework for performance measurement and operational management. Driven by it, in 

April 2019, the local city-level health department organised a training session (which was further 

scheduled as an annual training session) and invited all directors of local tertiary hospitals to 

participate to explain to them the contents and procedures of the National BSC PMS and the 2019 

Notice issued by the local provincial health department. As the meeting minutes for the 2019 

session were recorded, the leader of the health department emphasised the significance of 

producing the supporting performance data for the national performance assessment. 

At the training session organised by the local city-level health department in April 2019, all directors 

of local tertiary hospitals were invited to discuss the requirements of the 2019 Provincial Notice, 

which proposed the adoption of the National BSC PMS for performance measurement and 

operational management. The leader of the health department emphasised the importance of 

collecting the necessary performance data for the national performance assessment, as the 

meeting minutes recorded: 

The 2019 Opinion must be taken seriously by every tertiary hospital. First, attach high 

importance and ensure rapid response; second, strengthen leadership and the people's 

responsibility; third, provide complete staff training and acknowledge policy; fourth, 

benchmark quickly and close loopholes … and seventh, apply the results and promote 

 

29 Opinions of the General Office of the State Council on Strengthening the Performance Appraisal Work of 
Tertiary Public Hospitals-2019 http://wjw.my.gov.cn/tpxw/10813951.html 
30 Implementation Plan for Performance Evaluation in Level-Three Public Hospitals in Sichuan Province -2019 
https://www.sc.gov.cn/10462/c103046/2019/6/27/6efed3f35510465d96a129088e4a5e12.shtml  
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developments. 

At the training session, the National BSC PMS and the accompanying requirements specified by 

the local health department to the directors of local tertiary hospitals for its adoption were 

elucidated. Subsequently, in addition to the 2018 Notice issued by the local government that 

initially proposed four dimensions for assessment of top management performance, the central 

government's 2019 Notice regulated the standards and procedures for multi-dimensional 

performance measurement and national benchmarking for tertiary hospitals. In light of this, the 

director and chief accountant of TPH requested that the Organization Management 

Department (OMO) design their annual Key Performance Indicator (KPI) system to align with 

the National BSC PMS promptly. As the leader of the OMO said: 

Our top management required that all our annual KPIs must be designed to be comparable 

to the national BSC index. 

Finally, the 2019 Notice directly guided TPH managers on how to design the detailed performance 

indexes for measuring the four dimensions. It prompted the introduction of TPH's yearly multi-

dimensional KPI system and initiated the PMM reform endeavour at TPH. Local government health 

policies necessitated that TPH reform its PMM reform as a prototype reform for the local system 

and mandated it to construct a multi-dimensional one that accentuated medical quality, 

operational quality, and professional quality. As a result, state logic was instrumental in both 

initiating and offering comprehensive guidance for TPH's PMM reform. This underscored the 

importance of service quality within the non-financial dimensions of TPH's reform objectives. 

Moreover, state logic wished to foster managerial cognizance at both the tactical and operational 

stages of the TPH reform, with the overarching goal of ensuring the long-term sustainability of 

public hospitals in delivering high-quality services. It shows the cooperation between state logic 

and managerial logic. 

To sum up, this study observes the resurgence of state logic in shaping the reform direction of TPH, 

considering the government's comprehensive policies and regulations pertaining to the regulation 

and guidance of public healthcare development. Both the central and local governments issued 

detailed policy documents to apply step-by-step pressure on TPH to adopt a multi-dimensional 

performance measurement system. In response to the provincial government's initiative to reform 

the hospital's internal distribution system, the local city was designated as a pilot site, and, 

subsequently, TPH was selected as a pilot hospital for the reform of performance measurement by 

the local government. These policies necessitated a departure from the revenue-centric 

performance measurement approach and the adoption of a more comprehensive performance 

measurement system that encompasses outputs, patient perspectives, and professional skills , to 

coordinate with managerial logic for ensuring the long-term sustainability of TPH. 
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management to further our understanding of the system. 

This two-month training programme served as a fundamental basis for the design of TPH's PMM 

reform. The members sent to WCH for training were then able to take on the role of the TPH 

responsibility centre for the lean PMM reform. As an OMO member put it, 

I found the two-month course to be incredibly beneficial. I noticed how WCH created a 

comprehensive performance monitoring and feedback system. They used the PMS as a 

means of gathering operational data and making managerial decisions, as well as 

evaluating performance. Their management accountants acted as decision-making advisors, 

as well as accountants. It is a skill that we must all learn. 

Through engagement in these learning activities centered on the lean PMM model, avenues 

were established for the reform-centric unit of TPH to gain insights into the managerial 

consciousness that underpins operational efficiency. Their discourse indicates that this 

exposure to managerial logic enhanced their comprehension of hospital lean management and 

the methods to implement it within the operational management cycle. 

In August 2018, WCH further organised two hospital management forums, inviting the director 

of TPH and the chief accountant to discuss modernised hospital management and lean 

performance measurement. These events were essential platforms for TPH's top management 

to be exposed to managerial logic. Through promoting the hospital director and chief 

accountant to comprehend and apply lean hospital management, these two forums hosted by 

WCH significantly encouraged TPH's senior management to further understand a lean 

performance measurement and management model. As the chief accountant said: 

WCH offered us comprehensive instruction and assistance. Without this, it would have been 

challenging for us to build an ideological base and a practical base on which to analyse a 

lean PMM reform. 

The introduction of lean management to TPH's top management revealed the  diffusion of 

managerial logic. The fundamental concept of managerial logic—lean management—changed 

the top management's outlook on operational management from "revenue maximisation" to 

"efficiency enhancement," which necessitated effective internal performance management to 

monitor and motivate service provision. As the hospital director explained: 

TPH is a public enterprise that is dedicated to improving medical services and providing the 

best care possible to the public. However, we’re facing some challenges with our efficiency 

and the changing environment around us that have contributed to the decline in our 

performance and the risk of losing our sustainable edge. We’re working hard to learn how 

to better manage our hospital to ensure that we can continue to provide quality care.  
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in private hospitals. 

In comparison to public hospitals, whose total remuneration is restricted by a quota, profit-

oriented private hospitals are able to provide greater remunerations in order to entice 

personnel. This puts TPH at a disadvantage in retaining talent. As the Chief accountant said: 

Given the talent competition posed by private hospitals, we are at a severe disadvantage 

due to our government's cap on total compensation. This means that we cannot offer 

competitive salaries to attract physicians from public hospitals.  It will not benefit our long-

term development. 

It highlights her concerns from a managerial logic perspective regarding the sustainable  

development of TPH. As she said, the revenue-oriented performance assessment exacerbated 

the deleterious effects on TPH's internal motivation and talent sustainment.  

Meanwhile, the OMO in TPH identified the inaccuracy and short-term nature of the former 

PMM system in providing performance information as issues. There have been longstanding 

debates among internal professional groups surrounding the accuracy and equity of the old 

system for assessing and distributing performance among nurses and doctors, as  well as 

between distinct medical departments. Many medical professionals have held the view that 

performance appraisals for nurses and physicians should be conducted independently. It was 

believed that nurses diluted a portion of doctors' performance awards when they were issued 

jointly via the secondary performance allocation. As one clinician from psychiatry said:  

I believe that, prior to the reform, some of the performance payments that belonged to 

clinicians were taken away by nurses. For instance, when we distributed the bonus for 

introducing new technology into our department, part of it was given to nurses, even though 

it was intended as a bonus for clinicians. This is not equitable to us.  

Thus, it was necessary for TPH to implement distinct PMSs for nurses and doctors, each with 

tailored performance indicators. In this way, performance distribution between nurse and physician 

groups can be distinctly delineated, thereby eliminating any previous misperceptions of 

performance. According to the OMO leader,  

We have to create separate performance management systems for nurses and physicians, 

each with their own distinct areas of focus. This way, it will be fairer.  

The utilisation of a traditional approach that highlights revenue has been observed to engender a 

short-term orientation in professional conduct, leading to overtreatment cases and low 

investments in TPH medical departments. As the member of OMO added: 

We must acknowledge that the old 'revenue minus expenses' model, while intended to pay 
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professionals based on their contributions to hospital revenues, resulted in a logic reversal 

where professionals prioritised revenue over patient care, which in turn caused some 

unnecessary treatments to occur.  

In order to minimise operational costs, medical department directors adopted a frugal 

approach to equipment acquisitions and talent recruitment. This entailed the procurement of 

basic equipment to avoid high depreciation costs, as well as the recruitment of graduate 

students instead of doctoral students to reduce labour expenses. This enabled the departments 

to gain higher discretionary income for secondary allocations; however, it also came at the cost 

of long-term development, which is counter to the objectives of efficiency improvement set by 

TPH. As the chief accountant said: 

The department directors' decision to refuse to purchase equipment was misguided, as it 

will be essential for them to develop their professional skills further. While they may have 

hoped to save money in the short term, this was not the way to do it. The "revenue minus 

expenses" model appears to have encouraged short-term thinking, but this is not the best 

approach. In order to increase efficiency and improve their skills, the directors need to invest 

in good medical equipment。 

The critique of the previous system, which inadequately evaluated and promoted departmental 

productivity and efficiency, underscores a managerial paradigm in TPH management.  

Meanwhile the implementation of lean thinking, which emphasises resource utilisation and 

productive output, provides TPH's top management with a viable path to facilitate operational 

management and drive efficiency, as the chief accountant said: 

Our top-level hospitals have discovered that this lean PMM model with an emphasis on 

internal efficiency is the most ideal means for measuring and managing performance. Since 

we can't raise our income by a lot now, we need to focus more on improving our internal 

efficiency. 

After adopted a managerial logic, it is generally accepted by TPH management that the Lean 

PMM Reform marks the inception of a stimulating lean management approach and is seen as a 

cornerstone for the implementation of future operational management strategies. It will make 

the hospital efficiency improvement visible and controllable. While the prior PMM system could 

not satisfied with these management ambitious. As the chief accountant said, 

We hope that the PMM system will be more than just a performance management tool. It 

will be a powerful operational support system and is expected that will be utilised to identify 

operational issues, help create operational strategies, and ultimately improve operational 

performance. 
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Finally, in 2021, the DRG-based PMS was implemented in the internal medicine departments, and 

clinical managers were mobilised to take a leading role. Adjustments were made in response to 

physicians' feedback on the new system and the significant differences between the old and new 

performance data. Furthermore, in 2019, the OMO designed an annual KPI system that is strongly 

connected to the National BSC PMS. The system illustrates how professionals are performing in 

terms of the national BSC measurement.  Overall, these efforts demonstrate TPH's commitment to 

PMM reform and to improving the quality of the healthcare services it provide.

Bidding for 
the consultant 

Training OMO 

Preparation (2016–

2017) 

Customisation of the RBRVS 
system and the workload 
coefficient system (2017–2018) 

Trial launch of RBRVS and 
workload coefficient PMSs 
(2019) 

Review and adjustments 

Implementation (2020-2021) 

Training on clinical managers. 
Promotion of frontline 
professionals (2017–2018) 

Customisation of DRG-based 
PMS and annual KPI system 
(2019) 

Figure 7.3.The process of the lean PMM reform in TPH 

The implementation of an 
annual multidimensional KPI 
system (2019) 
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The PMM 

Reform 

Reform Data Support Centres (PMM Data Support 
Centres) 

 

Leaderships in the PMM reform (Leaderships in PMM) 

Hospital Director: Be responsible for overseeing the overall progress of the 
reform and determining the reform trajectory. 

Chief Accountant:  Assume responsibility for supervising the reform trajectory, consistently 
receiving reform updates, and executing crucial reform decisions. 

Reform Responsible Centre (PMM 
Responsible Centre) 

Human Resource Department 
(HRD): Furnishing data 
concerning human resource 

management in the PMM 
reform process. 

Financial Department (FD):  
Furnishing financial and cost-
related data in the PMM reform 

process. 

 

Information Technology Centre (IT centre):  Providing information 
technology support for the updating of software and hardware in 
the PMM reform process. 

Operational Management Office:  Undertake 

reform contents, monitor daily performance 
metrics, and assign two members specifically to 
oversee performance management 

responsibilities. 
 

Professional Management Centres 

Medical Office: - 
Ensure 
comprehensive 
management and 

assign value-points 
to all physicians. 

Nurse Office: Assuming 
responsibility for 
comprehensive 
management and value-

point assignment of all  
nurses. 

 

Figure 7.4. The assigned responsibilities of internal participants in the PMM reform implementation 

Medical Departments  

Department director: Assume responsibility for the evaluation of secondary 
performance aimed at individual doctors, as well as the implementation of 
department-level performance management initiatives. 

Head Nurse: Assume responsibility for the evaluation of secondary performance 
aimed at individual nurses, as well as the implementation of nurse group’s 
performance management initiatives. 
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2017 2018 2019 2020 2021 

Monthly RBRVS-based PMS for surgical departments 

• Primary distribution: department-based performance measurement  
1) Output-focused indicators & surgical value-based value points 
2) Relative Unit Values (RUVs) of core medical items 
3) Surgical department performance = σ Number of core item done ∗

 Relative value units 
• Secondary performance allocation for clinician performance (allocated by 

department directors based on their calculation methods)  

Monthly workload-value PMS for nurse units 

• Primary distribution: department-based performance measurement  
1) Unit-based performance measurement 
2) Output-focused indicators & caring value-based value points 
3) Workload values for nurse units (six levels) 
4) Nurse unit performance = workload values of unit * number of care items 

done 

• Secondary performance allocation for nurse performance (allocated by head 
nurses based on their calculation methods)  
 

Monthly DRG-based PMS for internal medicine departments 

• Primary distribution: department-based performance measurement  
1) Department-based performance measurement  
2) Input resources focused indicators & disease severity-based 

average weight. 
3) CMI (case mix indicators of diagnosis groups) 
4) Department performance = relative weight * hospital payment 

rate* adjustment factors 

• Secondary performance allocation for clinician performance 
(allocated by head nurses based on their calculation methods)  

Annual KPI system for all medical departments and nurse units 

• Primary distribution: department-based performance measurement 

• Four performance dimensions:  
1) Medical quality KPIs: e.g., CMI; drug sales as a share of total 

revenue for hospitals; number of the fourth-level surgeries. 
2) Operational efficiency KPIs: e.g., each clinician's work burden of 

inpatient per day; revenue and expenditure structure; the 
increase ratio of the average drug costs of inpatient visits. 

3) Sustainable development KPIs: e.g., The professional level 
structure of the healthcare professionals; funds for scientific 
research projects/per 100 health technicians; the money 
transformed from the scientific research results/per 100 health 
technicians. 

4) Satisfaction KPIs: e.g., patient satisfaction; colleague satisfaction. 

• Secondary performance distribution for individual professionals 
(allocated by responsible clinical managers) 

Figure 7.5. The main contents of the performance measurement in the PMM 
reform 
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However, at the inception of its lean hospital management reform, TPH maintained its outdated 

human resource system, which is based on the government's personnel quota system. This 

approach led to an inflexible and antiquated human resource system. Consequently, TPH faced 

significant delays in implementing its human resource management system, which, in turn, 

impeded the organisation's capacity to assess individual performance. As a result, TPH was only 

able to deploy four sub-performance measurement systems at the departmental level. 

Therefore, the OMO was responsible for conducting the primary measurement for each 

department, with the secondary measurement implemented at the intra-departmental level by 

the department leader (clinical managers). The primary measurement determines the "cake" 

or resources that a department can allocate for internal distribution in its secondary 

performance measurement. Clinical managers continue to utilise secondary measurements for 

evaluating the performance of individuals within their respective departments. Individual 

performance in the secondary performance measurement is still measured by relevant clinical 

managers. As the chief accountant said, 

We could have designed the new system to provide us with greater control over intra-

departmental performance, thereby reducing our conflicts with clinical managers. In 

addition, medical professionals would admit their performance results frankly.  

For surgical departments, a monthly performance management system (PMS) based on the 

Resource-Based Relative Value Scale (RBRVS) was implemented in order to measure their 

performance using relative value units (RVUs). These RVUs were utilised to correlate the resources 

associated with the surgery with the resultant outcome. The performance calculation is as below: 

Surgical department performance = σ Number of core item done ∗  Relative value units 

The quantity of surgeries documented by hospital-specific IT systems would reflect the number of 

core items completed. This is then multiplied by the RVUs to get values that take into account the 

number of surgeries performed for the general public, the level of difficulty in performing these 

surgeries, and their strategic significance in development. 

For nurse units, a monthly workload-value Performance Management System (PMS) was 

established to evaluate and emphasise their unit performance with regards to caring output and 

values, as below: 

Nurse unit performance = workload values of unit * number of care items done 

The nurse unit's workload value (quality) was anticipated to be indicative of the difficulty of nursing 

care and the workload shouldered by each nurse unit. The OMO provided nurse  units with the 

autonomy to assign a caring level to each nurse unit. Upon doing so, a specific workload coefficient 

was allocated to each level for the purpose of computing the care value. Each nurse unit would also 
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be evaluated at one level. As the leader of OMO explained: 

We delegated the authority for nurse units to grade the various risks, challenges, and 

workloads associated with their providing specialised care, and it serves as the basis for 

determining their output value. 

Besides, the number of care items carried out (quantity) was recorded daily by the head nurse and 

then updated in the relevant IT system. The output of surgery departments is easily quantifiable, 

as it is measured by the number of surgeries performed, the duration of each operation, and patient 

outcomes, such as mortality and complication rates. These metrics can be monitored and recorded 

over time, enabling additional measurements. However, the output of internal medicine 

departments is difficult to quantify due to the wide range of services they offer, including diagnosis, 

treatment, and preventive care. In addition, many of the services involve subjective evaluations and 

decisions, making it difficult to measure outcomes precisely. Thus, a monthly DRG -based PMS 

highlighting resource input and disease severity was employed to assess internal medicine 

departments’ performance in TPH. This system uses diagnosis-related groups (DRGs) to classify 

patients into categories based on diagnosis, treatments, and other medical factors. The ave rage 

costs for each DRG are the most important factor in calculating performance and making 

comparisons, as below: 

Department performance = total relative weight * hospital payment rate*adjustment factors  

The relative weight of case mix, also referred to as the "case mix index" (CMI), is a metric used to 

assess the intricacy of a patient's healthcare requirements. This index is calculated by dividing the 

average cost of treating a particular patient by the average cost of treating all patients with TPH. 

The local health department determined the hospital payment rate for TPH's DRG. To further 

motivate physicians, TPH implemented adjustment factors (such as the strategic priority factor and 

the policy priority factor) to augment professional performance pay by a certain amount based on 

the regulated hospital payment rate. Consequently, the total relative weight imparted by the 

medical department over the course of a month was indicative of their monthly performance and 

could be used as a basis for performance comparison. As one OMO member said: 

The CMI is a great index for evaluating a physician's efficiency, as it allows for comparison 

between different medical professionals. For the different DRG, CMI can be used to 

measure the complexity of a patient's disease severity, as the higher the CMI, the more 

complex the condition is. For the same DRG, the lower the CMI, the lower the cost of 

treatment and the higher the efficiency of the physician in providing care. Ultimately, CMI 

helps to measure the professional knowledge and efficiency of a physician in providing 

treatment. 
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transfers, and granular staffing levels for medical departments. Then OMO assumes responsibility 

for generating the operational data requisite for the new PMS, such as the quantity of surgeries 

and outpatients, and computes the departmental performance based on this information. The 

comprehensive remuneration for the medical department is ascertained by integrating the 

department's performance metrics with the human resource data. Subsequently, department 

directors and head nurses assess individual performance and allocate compensation accordingly. 

Throughout the entire performance measurement process, the Information Technology Center (ITC) 

assumes a pivotal role in facilitating the connection between the new PMS software and the existing 

TPH Operational Management databases. They also assist clinical managers with online 

performance management activities and ensure that all TPH medical personnel have access to their 

daily performance data. 

 A new performance management cycle based on the new PMS was then developed (see Figure 

7.6). This cycle is observed and concluded by the researcher based on the observations of the OMO 

daily operation, OMO meeting, department monthly operational meeting.  
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For this performance management cycle, the TPH management anticipated that the clinical 

managers would assume their performance management obligations in accordance with the new 

system and adjust their internal performance measurements to be consistent with it. As the chief 

accountant said: 

This circumstance necessitates reserving a key role in the new system for the department 

director and head nurses. They will be in charge of evaluating their subordinates' 

performance and deciding how to use performance data in their management.  

By analysing the monthly performance results of each medical department, the OMO will detect 

any significant increases or decreases in performance, as well as any lagging performance of 

departments or nurse groups. Following the operational management meeting, the clinical 

managers are responsible for conducting intra-department performance measurements for 

internal individuals within the departments under their purview and identifying any factors (or 

personnel) that may have caused the performance issues. Subsequently, they should 

implement operational strategies to improve performance. The OMO and the chief accountant 

will jointly hold an operational management meeting with departments and nurse groups that 

are either of great importance or underperforming in order to inform them of the performance 

results. For other departments and nurse groups, their operational assistants should facilitate 

the operational management meeting and communicate the monthly performance results. It is 

expected that the revised operational management based on the performance management 

process will yield improved performance results in the following cycle. 

Consequently, clinical managers have been designated as the pivotal figures in assessing and 

overseeing intra-departmental performance. This encompasses the communication of 

performance data with the OMO, internal individual performance measurement and 

management, identification of elements contributing to performance discrepancies, 

development of performance enhancement strategies, and daily supervision of operational 

performance. TPH management anticipates that clinical managers will need to embrace an 

amalgamation of managerial and professional leadership roles. To facilitate this, 

comprehensive training will be made available, ensuring their effective integration within the 

novel performance management framework. As the chief accountant asserted,  

it will be vital to ensure that the new system is effectively implemented at the frontline 

through training and raising awareness on department directors and head nurses 

regarding managerial duties. 

Overall, in response to the isomorphism pressures and changes in the institutional arrangement, 

the top management of TPH made the decision to implement a popular lean PMM reform 
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However, the management team at TPH confronted a challenge with their inflexible and 

outmoded human resource system, which was governed by a government-issued personnel 

quota-based approach for public hospitals. As a result, the system was incapable of providing 

the necessary dynamic tracking and job-based human resource data needed to facilitate 

individual-level performance measurement. This presented a significant obstacle to the 

hospital's reform design, as it aimed to attain effective individual-level performance 

measurement and management.  

To integrate the new PMM system into the current human resource system, the management 

team had to compromise and alter the reform design adopted by e arly reformers from 

individual-level performance measurement to department-level performance measurement. 

Drawing from this premise, driven by managerial logic, the managerial team further developed 

a procedure for performance management that pivoted on the clinical manager for intra-

department performance management. 
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Table 8.2. An examination of the clinical managers' behaviours for decoupling 

 Name of medical department The attitudes and reactions of 
clinical managers toward 

reform 

References What is PMM – professional-focused - only for accurately 
performance measurement and useful motivation. 

1 Department of Obstetrics Ignored and decoupled. "Apart from our performance results, the reform makes no 
difference to me or my department." The department director 

"Before the reform, the OMO provided me with training on the 
new PMM system, but it didn't help me with my management 
work in my group…Nothing changes apart from our performance 

results from it, and we continue to do our work in our own way." 
The head nurse 

"The performance management is predominantly used for 
assessing our performance, as far as I can tell. What I am able to 

do with our performance management is to apportion our 
departmental performance to my staff correctly. “ The 
department director 

"I concur. "The head nurse 

2 Department of Hepatobiliary 
and Pancreatic Surgery 

Distrust and decoupled. 

 

 

"The whole new system is problematic, and we still do not know 
how it works. They also did not provide me with any useful 
information. All I can do is try to keep my second performance 
measurement constant and comfort my subordinates." – The 
department director 

"I'm not sure what the new system is, but I know our performance 
figures are off… Many nurses are unhappy with it, as am I. I hope 

they listen to us and take action."  The head nurse 

"Performance management should be a motivator for us. We 
should be recompensed more if we perform better. This is also 
my department's performance management concept; I reward 
those who put in more effort. Performance management is futile 
if it does not motivate us." The department director 

"What I did for our group in terms of performance was 
endeavour to make our secondary measurement more balanced 

and to make them less disgruntled." -The head nurse 

3 Neurology Department Disappointed and decoupled. "The new reform was naught else but "old wine in a new bottle". 
The truth is that under this new system, we still cannot earn a 
reliable performance pay. I must accept it, but I am disenchanted 
with it." – The clinical manager 

"I agree with our department director."  The head nurse. 

"It is important for me to get the secondary performance 
measurement correct. Nothing more should be taken into 
consideration. Under this new system, I do not feel I have any 
room to manoeuvre." – The department director 

"We cannot even guarantee our employees' appropriate 
performance pay; what else can we do?"  The head nurse 

4 Department of Neurosurgery Ignored and decoupled.  "I attempted, but the new system is too complicated to manage. 
They didn't train me sufficiently and didn't assist me sufficiently. I 
am so occupied and must focus on my professional work."  The 
department director (in focus group meeting) 

"What I can do for performance management is conduct our 
internal performance measurement and inform management of 
what our professionals truly believe. I understand that 
performance management is not limited to these goals, but it is 
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"I believe the new system is not right, really. I always advocated to 

my staff to disregard it and do our own work."  The head nurse (in 
focus group meeting) 

not within my jurisdiction..." -The department director (in focus 
group meeting) 

"I think my most important role in performance management is 

to let our management know that the new system is not right. 
They have already lost the "hearts and minds" of our 
department." The head nurse (in focus group meeting) 

5 Department of Cardiothoracic 
Surgery 

Distrust and decoupled. "I have no faith in the new system. It is also inconceivable for me 
to consider it in my work." The department director (in focus group 
meeting) 

"I believe our nurse group's performance indicators must be 
inaccurate in some areas as we achieved less performance for 
more work completed with fewer staff last month. It is 

unreasonable, and I cannot utilise the data in my management 
work."  The head nurse (in focus group meeting). 

"I couldn't care less what management think performance 
management is; it has nothing to do with our work. All I'm asking 

for is a fair performance-based salary."  The department director 
(in focus group meeting). 

"With the new system, I'm having difficulty managing my nurses' 
performance. It's like saying, "You can't make bricks without 

straws." It's making it incredibly tricky for me to allocate their 
performance."  The head nurse (in focus group meeting). 

6 Department of Urology Distrust and decoupled. "In the new system, I believe management has set a performance 
cap for us, and no matter how well we perform, we will not exceed 
the cap. I will not use it in my management work as I believe it has 

made employees more negative on their work.”  The department 
director (in focus group meeting). 

"I am completely unfamiliar with the system. However, as 
evidenced by the performance figures, it is not convincing. My 
nurses have already voiced their complaints about it. The only 

thing I can do is minimise the new system's influence in my 
management."  The head nurse (in focus group meeting).  

"The management is in charge of performance management for 
us. And I'm more concerned with how much money our 
department can finally get for me to distribute to my 
employees."  The department director (in focus group meeting). 

"I do our group's performance measurement. So, this is the 
performance management that you want to talk about, is it?"  
The head nurse(in focus group meeting).. 

7 Department of Ophthalmology Ignored and decoupled. "Erm...I have to arrange several operations each day, and the new 
system isn't something we need to consider. I know a lot of my 
colleagues have moaned about it though."  The clinical manager 

"Our department director is very busy, and most of the 
performance measurement-related tasks have been delegated to 

me. To be frank, I don't think our current system is particularly 
good. But I'm too preoccupied to contemplate it."  The head nurse 

"I'm not sure I'm clear what you mean by 'the roles of PMM.' In 
my daily work, the only thing that comes to mind when I think of 
performance management is our internal performance 
measurement."  The department director 

"The new system is for measuring our performance. I don't think 

it has other roles. They might have, but I don't know."  The head 
nurse 
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negative attitude towards the reform in question (refer to Table 8.2). The reasons behind the 

negative attitude are identified as follows. 

Initially, these department directors and head nurses acquired a rudimentary understanding of 

the novel PMM system via the training provided. However, this did not sufficiently inspire them 

to pursue a more profound understanding of their managerial responsibilities in employing the 

system. These clinical managers viewed themselves as mere recipients of the PMM reform—

"porters" for their performance data and "abacuses" for secondary performance allocation. As 

the director of the Department of Neurosurgery said: 

The training imparts knowledge of the new PMM's operations to me, and I am obliged to 

compute individual performance compensation for our professionals based on our primary 

performance allocation results. But that is the extent of my capacity, and it is already 

intricate. At present, I am uncertain as to how I can employ these performance data for 

managerial purposes. 

They posited that the responsibility for performance management should be on managers and 

not themselves. As the clinical manager of the Department of Neurosurgery said,  

Although I am a medical professional, I cannot be expected to act as a professional manager 

and evaluate ways to improve our operation. This is a challenge for me due to the 

professional barrier I face. I specialise in medicine, not management, and it is the 

responsibility of managers to handle management tasks. 

Their internal professional logic impeded them from attaining a more profound comprehension 

of management to enhance performance management. They elected to reject their PMM 

management roles and used the excuse of "professional barriers." The chief accountant 

attempted to persuade them to undergo further training and permit the OA to carry on 

providing them assistance on performance analysis. As they were entirely devoted to their 

professional duties and confused by the performance data, the majority of them remained 

negative. As the clinical manager of the Department of Neurosurgery said, 

I do not wish to attend trainings that are not relevant to my professional field. It will 

diminish my time for professional work. 

Meanwhile, this study observed that the resistance among clinical managers towards their 

managerial roles in the new PMM design was exacerbated by the influence of market logic. 

Perceiving themselves as underpaid, these managers were unmotivated to undertake any 

additional responsibilities suggested by their position (see Table 8.2). According to Table 8.2, in 

comparison to the directors of the seven medical departments, the head nurses responsible for 

managing the performance of the unit nurses in these departments exhibit a tendency to adopt 



Chapter 8 

186 

the directors' attitudes towards the new system, as their power position is relatively weak. 

Simultaneously, they display less resistance from their professional logic and, instead, prioritise 

their economic interests driven by market logic. The fundamental reason for their reluctance to 

assume their managerial roles in performance management is the lack of foreseeable economic 

benefits. 

The complexity of the medical departments’ core business also has important effects on clinical 

managers’ grasp of the reform and their reactions to the training. For instance, the complexity 

of the treatments provided in the Neurosurgery Department, coupled with the large number of 

core business operations, impeded the ability of clinical managers to interpret performance 

data and identify problems. Moreover, there was no specialised training given to the clinical 

managers of the neurosurgery department to empower them to comprehend the intricate 

performance information. As the director of the Department of Neurosurgery further 

complained: 

As the largest surgery department in our hospital, the daily operations of our department 

are highly intricate. How can I successfully supervise such an abundance of performance 

data? I am often bewildered, and no one can provide me with further help. The training we 

received offered us only limited guidance. I have to resign myself to the situation and focus 

more on my professional responsibilities. 

Considering the significant negative emotion from these clinical managers, the chief accountant 

further invited clinical managers to her office for individualised negotiations to facilitate more 

direct communication, enabling them to be more candid in discussing their responsibilities in 

the new system. During the majority of the negotiations, she had difficulty responding to clinical 

managers "exaggerated" proposals while attempting to avoid confrontations. As she said,  

I was finding it difficult to answer some of their queries. A few of them enquired, "Can you 

send someone to our department to take the responsible of putting the new performance 

management into practice, as one OA is not enough?" while others suggested reverting 

back to the initial performance measurement system. 

The chief accountant was unable to reach a consensus with the clinical managers regarding 

their positions in the PMM, so she had to shelve the matter for the time being. As she said,  

I know that there are still problems with them. Nevertheless, the new system must go 

ahead as decided by our hospital director. As employees, they must adhere to this. Of 

course, I will keep thinking of ways to convince them. 

As a result, the negotiations highlighted the disparity between professional and managerial 

logics that led to a stalemate. Management endeavoured to encourage clinical managers to 





Chapter 8 

188 

points assigned to each job were calculated by multiplying the RVUs (representing work 

quantity) by the core conversion factors (representing work cost). Similarly, care grades for 

nurse groups in the workload coefficient system should be stratified as value points used to 

calculate each caring item’s performance contribution. In the DRG -based performance system, 

the relative weight of medical treatments should be standardised in accordance with the 

national Case Mix Index (CMI). 

The initiation of the value points’ allocation began with a data collection process from the 

ground up, for which the OMO requested medical professionals from various medical 

departments and nursing units to evaluate the work complexity and costs of their medical 

services together with the OA. The medical department and nursing unit, which oversaw all 

physicians and nurses, respectively, compiled the evaluation results to compile comprehensive 

value lists for medical services. 

The complete value lists were then relayed back to the medical professionals for their input 

regarding potential future modifications. It was anticipated by management that the 

involvement of medical professionals and changes in the allocation of PMS value points would 

be mutually beneficial due to taking into account both strategic priorities and the intricacies of 

the various professional roles. As the leader of OMO said, 

I believe that we gave medical professionals the best opportunity to express their 

expectations for their performance measurement. We also amended the final value 

allocation in line with our operational strategies. Consequently, the final value point for 

medical treatments truly reflected both our professionals' and our management's focus.  

Concerning the value point allocation, both medical practitioners and management from the seven 

investigated medical departments have expressed dissatisfaction. Figure 8.1 demonstrates that, 

excluding the neurology and neurosurgery departments, the other five departments exhibited 

lower value point scores for both clinicians and nurses compared to the Intensive Psychiatry, 

Emergency, and Respiratory departments. Nevertheless, the elevated value point ratings of the 

Neurology and Neurosurgery departments are counterbalanced by the substantial number of staff 

members participating in daily operations (refer to Figure 8.2 and Figure 8.3). As depicted in Figure 

8.2, the Neurology and Neurosurgery departments have the highest staff numbers, resulting in 

lower monthly per capita earnings, as illustrated in Figure 8.3. Consequently, it becomes apparent 

that none of the seven medical departments have experienced direct advantages from the 

distribution of the value point. 
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Figure 8.3. The operational status and monthly per capital of medical departments (physicians) 

(data based on 07/2022) 

 

Figure 8.3 provides additional support that the monthly operational outcomes across the seven 

medical departments did not show as being worse than the other three departments. In fact, the 

departments of Neurosurgery, Neurology, and Ophthalmology demonstrated a strong operational 

status, as evidenced by the metrics of outpatient consultations, inpatient admissions, and 

departmental visitations. This evidence allowed medical professionals to argue that their 

performance within the new system was undervalued. Hence, medical professionals expressed 

dissatisfaction with the value point allocated to them in performance measurement, citing that the 

focus chosen by management was not in line with their economic interests. Some professionals 

contended that prior revenue-based approach should be continued for protecting their 

performance-based remuneration. In the focus group meeting of the Department of Neurosurgery, 

one clinician said, 

Our department copes with huge numbers of patients every week and we generate 

significant revenues. I am unsure as to why some medical departments receive more value 

points than we do. We worked harder and yet receive less in return. Why is it that our work 

value cannot be determined simply by the revenues we have contributed? 

In the nursing teams of these departments, there was also notable dissatisfaction regarding the 

allocation of value points. A nurse in neurosurgery questioned the strategic priorities set by 

management in assigning value points and inquired why some of the more complex tasks within 

their nursing team were not assigned higher value points. She emphasised that risk and 

difficulty should be the primary determinants of their performance assessment: 
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It is perplexing how certain smaller nursing teams receive such high value points simply due 

to their novelty and the need for encouragement. Our tasks are inherently more challenging 

and carry greater risks. 

Conversely, a nurse in the Obstetrics Department advocated for a more favourable value point 

allocation, asserting that the time and effort invested in patient care should be the primary 

criterion in evaluating their performance. She elaborated: 

Our department necessitates the involvement of more than two nurses for childbirth 

assistance and round-the-clock maternity monitoring. We dedicate substantial effort and 

hard work to a vast amount of unseen and unappreciated labour. Consequently, our labour 

costs should compensate us accordingly. However, this has not been the case. 

In response to the criticisms levied by frontline professionals concerning the value point, 

management put forth a defence of their design, contending that they had fundamentally taken 

the opinions of the professionals. Management further maintained that their interventions in 

the value-point allocation were minor in nature. Although the professionals played a crucial role 

in the value point allocation procedure, there were strong disagreements between them and 

the management concerning the outcomes, particularly when they compared their value points 

with those of other departments. As the chief accountant explained: 

There are strategic priorities for adjusting the value points for different departments. For 

the sake of our long-term expansion, we intend to back up new departments and promote 

the growth of advanced medical departments. Nevertheless, the estimated values they 

provided basically determined the initial value point we should allocate. Yet they blindly 

compare themselves to other departments; in this way, they will never be satisfied. 

To mitigate the scepticism of clinical managers concerning the value point allocation, the chief 

accountant and the OMO tried to mediate it with these clinical managers and all subordinate 

medical professionals for each department. Then the chief accountant promised a slight 

increase in the value-point allocation to these departments as a significant concession. As she 

said, 

It is extremely difficult for us to make promises about significantly increasing their value. 

The whole of the reward for performance is fixed. If you raise theirs, you must lower others. 

How can I persuade others? 

Despite management perceiving their alterations as a considerable compromise, they had very little 

effect on settling the conflicts and did not result in the professionals being content with them. The 

performance-based compensation of the Department of Neurosurgery for the period spanning 

from March 2019 to July 2020, which encompasses both the previous and current payment systems, 
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is visually presented in Figure 8.4. The figure demonstrates almost no change (excluding the 

extreme impact of the pandemic) in the performance-based compensation provided to this 

department compared with using the old system. As the head nurse of the Department of 

Neurosurgery said, 

At the departmental meeting, we did share our opinions on the design with them, but the 

results we saw were only minor, and thus, insignificant. 

Figure 8.4.Department of Neurosurgery Performance-based Compensation 

 

Note: The blue marker represents performance under the old PMM system. The green marker represents 

performance under the new PMM system. The red marker represents performance during the COVID-19 
period. 

It was discovered that the performance outcomes of the new PMM system had led to an 
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departments, leading to a decrease in our own performance. What other explanation could 

there be for our decline? 

However, according to the OMO, the shift in their performance was due to the new PMS's transition 

from the former "revenue minus expenses" model to a more comprehensive assessment. As the 

leader of OMO explained, 

We are more hopeful that these differences will remind them of our operational and 

strategic shifts. We hope they can realise that our focus is no longer on current revenue; we 

are more concerned about their department's operational efficiency and its long -term 

development capability. 
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Figure 8.5. The tendency of the department performance-based compensation (physicians)  

between 2019 and 2020 

 

    Figure 8.6.The tendency of the department performance-based compensation (nurses) between 2019 and 2020 

Note: The blue marker represents performance under the old PMM system. The green marker represents performance under the new PMM system. The red marker represents 
performance during the COVID-19 period.
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the management. I'm also unable to stop my staff because I don't want to upset them.  

The silence of clinical managers exacerbated the tensions in the monthly operational 

management meeting. As the chief accountant said, 

These clinical managers are "wise old foxes". They don't want to give their opinions, but 

they let their employees have their say. We have no idea what they're thinking. This really 

leaves me at a loss. 

In their communication, considering the subpar performance results yielded by the new 

performance measurement system, management and professionals had differing perspectives 

concerning the causes of these results. Management and professionals emphasised the long-

term operations of the department and the short-term economic interests in connection with 

the performance results, respectively. Both sides contended that the unsatisfactory 

performance outcomes should catalyse self-reflection from the other faction. The essential 

reasons behind the negative attitudes of professionals toward feedback and communication 

were that their economic needs were not being met, and clinical managers stuck to their 

professional roles while staying out of management matters. This made communication less 

effective. This indicates the influence of managerial logic, professional logic, and market logic 

in forming the two groups' divergent views on the performance results. In turn, the ineffective 

feedback loop finally intensified the unacceptance and mistrust of performance information in 

professional groups. The focus group meetings for the departments of hepatobiliary and 

pancreatic surgery, cardiothoracic surgery, and urology revealed that clinicians and nurses 

expressed strong emotions concerning their communication with management about the new 

system. One clinician said, 

I'm not sure how the new system will benefit us other than diminishing our enthusiasm.  

They (management) also said what they wanted to say and didn't take our interests into 

consideration. I'm disheartened. 

Hence, the new PMM system suffers from an inadequate feedback loop, resulting in suboptimal 

communication between management and professionals pertaining to departmental and individual 

internal performance. This shortcoming has prevented management from effectively mastering 

and controlling the measurement and management of departmental performance.  

Further, this study observed the decoupling practises in these medical departments from the new 

PMM system. These clinical managers regarded PMM as being solely for performance assessment 

and believed that they did not need to do anything additional beyond completing the performance 
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distribution for their employees within their department. As the OA of the Department of 

Hepatobiliary and Pancreatic Surgery said, 

They don't even know how the PMM's contents differ from before. When I asked about their 

thoughts on the new system, they responded that they were too busy to consider it. My work 

is without value. 

In detail, as Figure 8.2 illustrates, some clinical managers either disregarded the new PMM 

system in their daily management (e.g., the Department of Obstetrics and the Department of 

Ophthalmology) or reduced the effects of the new system in their departments due to distrust 

and complaints (e.g., the Department of Neurosurgery and the Department of Urology). 

Consequently, the secondary performance measurement was still based on the prior average 

division method for each professional level, combined with their work hours.  As the member 

of OMO said, 

We did not observe any shift in the secondary performance distribution, as reported by the 

observers. This was not in line with our expectations. However, it is unrealistic to expect 

them to alter their opinions within a limited timeframe. 

Ultimately, these seven medical departments were observed to have decoupled their daily 

operations from the new PMM systems, and their attention was predominantly focused on 

their professional domains. Ideally, their department's performance management should have 

entailed the identification of operational weaknesses, the identification of relevant operational 

strategies, and their implementation to enhance performance, as per the specifications of the 

new performance management system. Nevertheless, as evidenced in Figure 8.2, clinical 

managers primarily emphasised their current performance condition and professional 

awareness during their interviews, with the exception of intra-departmental performance 

measurement. All other tasks related to performance management were perceived as being 

more appropriate for managerial roles or excessively challenging to manage. Clinical managers 

in these medical departments united with their medical professionals and held firm to their 

professional values in terms of their duties in the new system. Communication with 

management during the implementation offered little help in reducing their resistance. 

The clinical managers in these medical departments and nurse units kept to their previous 

secondary performance measurement standards, such as position level and number of working 

days, to evaluate professional performance. Therefore, the multidimensional PMM had no 

influence on the intra-department performance measurement and management of clinical 

managers. Similarly, employees did not detect any changes in their daily operations. The 

operational management of the entire department remained unaltered and did not improve, 
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and these departments showed worse performance according to their performance -based 

compensation (see Figure 8.5 and Figure 8.6, excluding the extreme impact of the pandemic). 

This resulted in a decoupling of intra-departmental performance measurement and 

management from the new system, with top management also losing control over it due to a 

poor feedback loop. From their decoupling behaviours, the limited permeation of managerial 

logic among clinical managers has been attributed to the formidable force of their professional 

identity and the lack of satisfactory economic incentives. 

To summarise, this study focuses on seven medical departments and examines how internal 

actors responded to the PMM reform and how their actions shaped departmental performance 

measurement and management practises under the new system. 

As depicted in Figure 8.7, clinical managers were motivated by both their professional and 

market logics, leading them to resist the PMM reform. They sought to protect their professional 

identity and were demotivated in their managerial role due to their underpaid situation. 

Moreover, the complexity of the departments' core business exacerbated clinical managers' 

resistance. Among these clinical managers, department directors were influenced primarily by 

professional logic and insisted on their professional role, while head nurses blamed the new 

system mainly due to their underpaid situation. In addition, head nurses were susceptible to 

following the directors' discourse and criticising the new system because of their weak power 

position. Despite negotiations between the chief accountant and clinical managers, the obvious 

logic conflicts between them made it difficult to address the resistant attitudes of clinical 

managers, and the information about reform contents could not be transmitted successfully. 

Moreover, management had limited access to the detailed departmental activities related to 

the new reform. 

The frontline professionals in these seven medical departments demonstrated a pronounced 

sense of mistrust towards the new system, influenced by covert market logic. Their 

dissatisfaction with the low value assigned to their core business, coupled with the inferior 

performance outcomes generated by the new system, were the key factors contributing to this 

sentiment. Despite mediation by management regarding their value point, the impact on the 

attitudes of front-line professionals was limited and did not yield a positive effect.  

Consequently, the feedback loop under the new PMM system was ineffective in these seven 

medical departments. The new PMM system did not penetrate departmental performance 

measurement and management activities and only operated at the hospital level. The new 

PMM system failed to have any impact on the frontline professionals, who continued to work 

as they had before. 
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Figure 8.7. The interactions among different groups at the intra-organisational PMM institutionalisation – decoupling in these seven medical departments
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I reckon that we now get better performance-related pay. The new PMM system works a 

treat. 

 

Figure 8.8. The total performance-based compensation for the three medical departments 

Note: The blue marker represents performance under the old PMM system. The green marker represents 
performance under the new PMM system. The red marker represents performance during the COVID-19 
period. 

Having secured their compensation and attained an advantageous position, the clinical 

managers of the two medical departments expressed further support for the implementation 

of the new PMM system. Additionally, the emergency department displayed a notable increase 

during the COVID-19 lockdown period in China, in contrast to the recession observed in other 

medical departments. This undoubtedly adds another brick to the positive attitude of this 

department. 

Furthermore, the emergency department’s singular focus on providing urgent medical care 

offers a more straightforward core business that enables clinical managers to better 

comprehend and evaluate performance data as well as exercise operational oversight. The 

deputy director expounded on this point by stating that 

Our Emergency Department is primarily concerned with providing emergency medical care 

and transferring patients to the appropriate medical departments for further care. Our core 

activity is, therefore, straightforward to measure and analyse.  

They began to understand and interpret their monthly performance outcomes, as well as 

transform this information into managerial solutions. Consequently, they developed a 

managerial logic in their departmental management. 
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Even though they adopted managerial awareness in performance management, they were 

reluctant to do so when it was in opposition to their professional identity and economic interests. 

During the interviews, they expressed their dissatisfaction with patient and professional 

satisfaction questionnaires, as well as the large amount of time spent in management meetings 

rather than on their professional responsibilities. As the emergency department's director stated it: 

I'm particularly perturbed by how many meetings we have and how much time we spend on 

our satisfaction surveys. We should be able to devote more time to our own professional 

endeavours. So, I skipped certain meetings as I thought they were pointless, and I also didn't 

have time to ponder the satisfaction survey. 

Regarding the subordinate position of managerial logic in affecting their daily management, the 

OMO leader further found: 

We are heartened to observe multiple clinical managers endeavouring to take up the novel 

PMS system and enhance their managerial expertise. Nonetheless, they are still in the short-

termism stage. We hope that they will further instil managerial awareness and launch 

competent performance management practices in their department. 

Accordingly, the clinical managers hierarchized the multiple  logics in their performance 

management practises (see Figure 8.9). Their professional logic and economic interests both 

contributed to the formation of their fundamental understanding of PMM work, with managerial 

logic as their subordinate logic. It was observed that they were willing to partake in PMM work 

when it did not conflict with their professional awareness and was also financially beneficial. 

Otherwise, they disregarded this PMM work to stay in line with their professional and financial 

interests. To put it another way, if they could not gain an advantage in either their professional or 

economic aspects, their PMM-related managerial work was not of any relevance to them. 
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Therefore, clinical managers' economic interests played a significant role in shaping their response 

to the reform, alongside the perspectives held by frontline professionals. In these two medical 

departments, frontline professionals, deriving greater benefits from the implementation of the new 

system, adopted a position of neutrality towards the reform. As the clinician in the emergency 

department said: 

I am appreciative that our department, which is underdeveloped, is being encouraged to 

develop in the design. We do not have any advantages over other large medical departments. 

The reform is not bad. 

Generally, this study finds that clinical managers in two medical departments engage in selective 

adoption of the PMM reform based on their favourable performance status and hierarchical 

strategy, with the aim of achieving mutually beneficial outcomes that include short-term economic 

benefits and expected improvements in operational management. However, their limited adoption 

of the new system indicates a commitment to their professional autonomy and economic interests. 

They may reject the reform if it conflicts with their professional identity or anticipated economic 

benefits. In the interim, healthcare professionals on the frontlines within these departments have 

adopted a cautious position, refraining from both opposing and welcoming the reform.  

 

Market logic 
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Dominant logic 

Subordinate 
logic 
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Figure 8.9.Hierarchising multiple logics in departmental performance management 
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management was viewed by them as primarily focused on providing accurate performance 

indicators and remuneration. Even when their financial interests were secured, performance 

management should not have had an influence on their professional activities. They emphasised 

their autonomy in their daily lives. As a clinician put it: 

In actual fact, we pay little heed to the performance results. We were given a reasonable 

wage under the new system, enabling us to carry on with our professional duties. We carry 

on with our work as normal. 

As a result, selective adoption of the new PMM system was observed in these two departments, 

with clinical managers displaying a hierarchization of market logic, professional logic, and 

managerial logic in guiding their performance management behaviours. In accordance with their 

hierarchical strategy, these two departments displayed confidence in the new PMM system, and 

their clinical managers utilised performance data to seek further performance enhancement, 

resulting in a positive short-term performance result (see Figure 8.8, excluding the extreme impact 

of the pandemic). 

Figure 8.10 provides insights into the interaction between the internal actors of two medical 

departments and the PMM reform. In comparison to the previous decoupling departments, these 

two medical departments were awarded advantageous compensation in the new performance 

measurement system based on their high value points, particularly the Intensive Psychiatry 

Department, which maintained a longstanding reputation for superior performance and 

compensation in the hospital. Consequently, they expressed trust in the new system. Motivated by 

both professional and market logic, the clinical managers of these two departments regarded 

managerial logic as subordinate logic in guiding their daily performance management. Furthermore, 

unlike the complex core business structure of the decoupling departments, these two medical 

departments, particularly the emergency department, possess a simpler core business structure, 

making it easier for clinical managers to manage performance. This departmental characteristic also 

facilitated their adoption of the PMM reform in their performance management. Notably, the head 

nurses' attitudes were partly influenced by the department directors' reactions, and they learned 

the hierarchization strategies for the PMM reform from the directors. 
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Figure 8.10.The interactions among different groups at the intra-organisational PMM institutionalisation – selective adoption in these two medical departments.
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their performance problems. This created a platform for the departmental OA and OMO to offer 

managerial support to the clinical managers in terms of utilising their performance data in their 

operational management decision-making. As the OA said: 

I'm pleased to work with this department. They are open to our suggestions. They 

understand we are not adversaries and that we merely provide services for them. 

This study investigated the effect of the new Performance Measurement and Management (PMM) 

system on the day-to-day activities and awareness of both the clinical managers and frontline staff 

in this department. The clinical manager in this department created a well-managed culture with a 

managerial logic that permeated the entire department and acted as a hybrid manager who 

combined his professional logic with management understanding in department performance 

management. His excellent personal aptitude and management proficiency helped him deeply 

comprehend the new reform based on a long-term development outlook. He revised the secondary 

performance measurement for subordinates based on the new system. To help frontline 

professionals understand and accept the new system, he created numerous communication 

channels with them to explain the performance information provided by the new system and how 

it would affect them. Consequently, effective feedback loops between management and the 

department actors were established. As Figure 8.12 presents, the entire department truly accepted 

the new PMM cycle in department management, and a managerial logic started to pervade their 

individual-level activities.  

Figure 8.11.The tendency of the department performance-based compensation 

between 2019 and 2020 

Note: The blue marker represents performance under the old PMM system. The green marker represents 
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performance under the new PMM system. The red marker represents performance during the COVID-19 
period. 

In summary, as Figure 8.12 explains, although the value point of the Department of Respiratory 

Medicine is high compared to the other eight departments. This department, like other medical 

departments, experiences low monthly per capita performance-related compensation. Figure 8.11 

indicates that this department did not display a significant increase in performance during the first 

two months of the new Performance Management and Measurement (PMM) system 

implementation. It was only after the clinical managers seamlessly incorporated the new PMM 

system into the department's operational efficiency that a considerable improvement in 

performance was observed. This improvement continued until the COVID-19 lockdown period. 

Therefore, in contrast to the selectively adopting medical departments which were affected by 

advantageous performance-based compensation, the director's personal traits in promoting PMM 

reform at this department became the key factor. 

Figure 8.12 highlights that the department director of respiratory medicine was guided by both 

professional and managerial logics, which is unique to this hospital case. His outstanding personal 

traits in grasping managerial knowledge and shaping department culture laid the foundation for 

him to successfully integrate the new PMM reform into his department's operational management. 

Furthermore, he vigorously promoted the learning of the new system by the head nurse and 

facilitated the positive integration of the new system into their management of nurses.  

Through the influence of a strong departmental culture and the director's outstanding leadership, 

frontline professionals established trust in the new system and established a good feedback 

mechanism with management to improve their performance. As a result, an efficiency-conscious 

mindset was fostered in their daily activities. This effective integration of the new Performance 

Management and Measurement (PMM) system with the department's core operations was 

ultimately achieved. 
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Figure 8.12. The integration of the new PMM system in department management
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the findings of prior ILP studies in the Chinese context (S. Wang & Jones, 2021; Yee, 2020; Zheng et 

al., 2018). In the case of China's public healthcare sector, the government is the predominant actor 

that enforces top-down reforms to resolve institutional contradictions and maintain control over 

significant decision-making power. Specifically, the enforcement of state logic at the organisational 

level for public welfare provision is achieved through lean operational management reforms in 

public hospitals. 

Recent studies from the institutional logic perspective (ILP) tend to focus on long-term mechanisms 

that allow for the coexistence of diverse institutional logics at the field level but often overlook 

power dynamics among these logics. Previous research has suggested various approaches to 

understanding the constellation of logics within an organisational field (Goodrick & Reay, 2011) and 

the hybridization of diverse logics (Smets et al., 2015). However, this research highlights the 

predominance of state logic in Chinese public healthcare decision-making, leading to significant 

transformations. Therefore, it is important to note that, in studies of the public healthcare sector, 

while Western literature has emphasised the interplay between professional logic and managerial 

logic under the influence of New Public Management (Andersson & Liff, 2018; McGivern et al., 

2018, pp. 82–106; Olsen & Solstad, 2020; Pettersen & Solstad, 2014), the political power behind 

state logic has consistently exerted significant influence on management accounting changes in this 

field due to the "public" nature of the sector (Chang, 2015). It is crucial to carefully analyse its role 

in shaping management accounting practises in this field. 

At the organisational field level, this study shows that the Chinese public healthcare system 

primarily grapples with conflicts between state logic and market logic, in contrast to the 

competition between managerial logic and professional logic emphasised in the Western 

healthcare field (Martin et al., 2015). This study identified the detrimental impact of market logic 

on the interests of professional logic and state logic within Chinese public healthcare. It 

corroborates the empirical findings of Rice et al. (2014) and Krachler et al. (2022) regarding the 

effects of marketization on public healthcare. 

Despite the expulsion of market logic at the field level, our intra-organisational observations 

indicate that many medical professionals have internalised market logic, driving their response to 

the PMM reform in the hospital based on economic interests. This finding highlights the importance 

of providing dynamic tracking of field-level institutional complexity dynamics rather than a static 

snapshot (Sun et al., 2021). The microlevel is highly likely to reflect both the current and historical 

institutional logic status exerted by the higher-level institutional complexity in a process where 

institutional dynamics infiltrate layer by layer alongside constant change. This finding reveals the 

strong penetration of market logic into the perspectives of medical professionals during prior 
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market-oriented health reforms in Chinese public healthcare, which did not disappear during the 

comprehensive health reform. It offers a fresh insight into analysing the logics embedded in medical 

professionals, demonstrating that their professional identity is not indestructible in guiding their 

behavioural paradigm. Previous studies on management accounting in public healthcare tended to 

directly label professional groups as having sole professional logic dominance when discussing their 

resistance (Conrad & Guven Uslu, 2011; Nyland, 2004). Emerging economies often face the 

challenge of late-developing medical professionalism (Hafferty, 2018), resulting in vulnerable 

professional logic. For instance, Hafferty (2018) revealed how Indian physicians experience tensions 

between market logic and professional values. Therefore, it is crucial to recognise the potential 

effects of market logic penetrating medical professionals in the context of emerging economies, 

where the medical profession may not have a well-established professional identity. This finding 

highlights an essential point that needs to be noted in ILP studies in the public healthcare sector of 

emerging economies. 

Our study also observes the strong influence of Chinese Confucian values in shaping medical 

professionalism, particularly before the introduction of Western professionalism in 2002. 

Consistent with Zheng and Shen's (2018) research, our study reveals the impact of Chinese culture 

on professional logic, which introduced fundamental ethical principles for medical professionals 

based on Confucian culture, known as "Yi Zhě Rén Xin." Chinese physicians place great importance 

on their reputation, which is determined by their level of expertise and the development of 

professional traits under Confucian values. They also prioritise personal satisfaction and social 

standing within the context of Confucian society (Guo, 1995; Yasin et al., 2019). This finding echoes 

the definition of institutional logic as socially constructed given by Thornton et al. (2012). The 

behaviour patterns of institutional logic must be socially constructed, meaning that they are 

inevitably shaped by social cultures. Therefore, it is essential to consider the cultural values and 

beliefs that shape the different logics when analysing them in different contexts. In the case of 

China, Confucian values have played a significant role in shaping medical professionalism, and these 

values continue to influence medical practises and behaviours.  

This study illuminates the institutional complexity of the Chinese public healthcare sector and the 

predominance of state logic in PMM transformations. It highlights the interplay between state, 

market, professional, and managerial logics in this field. In addition, it  recognises the impact of 

Chinese Confucian values on medical professionalism and the likelihood of market logic's profound 

effects among medical professionals. These insights offer novel perspectives for future research on 

institutional logics in the public healthcare sector of developing economies. To better comprehend 

the institutional dynamics in this field, it is essential to recognise the cultural values and beliefs that 
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of its intrinsic values. This case study enriches existing narratives by offering a profound exploration 

of the 'partial autonomy of embedded agency' as the fundamental reason for the divergence in 

subunit responses, ultimately leading to a phenomenon known as 'means-end decoupling.' 

Furthermore, this research highlights the complications engendered by this decoupling within the 

reform, manifesting in a tumult of sub-institutionalization. It contributes to recent discussion on 

addressing the means-end decoupling (Wijen, 2014; Bromley & Meyer, 2015; Kok et al., 2019). 

In this case hospital, seven of ten medical departments chose to decouple the reform contents with 

their daily operation and frontline professionals’ daily activities , with only following the rules 

designed to measure their department performance. Our observations also revealed a selective 

implementation of the reform in two medical departments (the Intensive Psychiatric Department 

and the Emergency Department), wherein clinical managers employed a hierarchical strategy to 

traverse the diverse logics they encountered while frontline professionals exhibited a neutral 

disposition towards its execution. Anderssen and Liff (2018) highlighted the selective adoption of 

components from an alternative logic with the aim of attaining legitimacy and influence while 

preserving the dominance of one's primary logic. In our research, we observed a comparable 

scenario; however, it was not motivated by the quest for legitimacy but rathe r by the pursuit of a 

mutually advantageous relationship between the two logics, as perceived by the internal actors 

within their contextual factors. As Arman et al. (2014) posited that the hierarchization approach 

serves as a mechanism for managing institutional complexity by prioritising a specific logic over 

others in different situations, our study revealed that clinical managers in these two departments 

employed a hierarchy involving market logic, professional logic, and managerial logic when 

addressing performance measurement and management matters in the new system. Despite 

embracing certain elements of the managerial logic, the clinical managers in our study maintained 

their allegiance to the market logic and professional logic while simultaneously retaining a degree 

of flexibility and autonomy. This approach allowed them to adeptly navigate the managerial logic 

and attain mutually beneficial outcomes that corresponded with their dominant logic interests 

while eschewing conflicting activities to safeguard their economic interests and professional 

integrity. This observation is consistent with the selective involvement approach posited by 

Kirkpatrick et al. (2009). The authors contend that, when confronted with role ambiguity, conflict, 

and overload stemming from augmented managerial responsibilities and accountability pressures, 

clinical managers may choose to selectively engage in their managerial roles as a coping mechanism. 

While this research see the strategy employed by clinical managers to selectively engage in 

management through a hierarchization approach. Finally, the hierarchical approach adopted by 

clinical administrators serves to exacerbate the estrangement of frontline practitioners from the 

reform process. This, in turn, establishes a buffer for their pre-existing behaviours and cognitive 



Chapter 9 

223 

patterns. Ultimately, this dynamic hinders the integration of reform initiatives within the frontline 

practice. 

This thesis still found that the director and head nurse of one medical department (the Department 

of Respiratory Medicine) struck an excellent balance between their managerial roles and medical 

responsibilities. Then this study highlights the exceptional capacity of a hybrid leader to acquire 

knowledge and adapt to diverse situations, in line with prior research in the healthcare sector (e.g., 

Cascón-Pereira et al., 2016; Currie et al., 2008; Llewellyn, 2001; McGiven et al., 2015; Kurunmaki, 

2004). Following what McGiven et al. (2015) suggested, this thesis found that the hybrid 

department leaders utilised various knowledge mobilisation techniques to promote hybrid 

practises among related nurse managers and frontline professionals, including translating and 

communicating knowledge between professionals and management. The hybridization of the nurse 

manager was then significantly influenced by their department's hybridised director's promotion. 

Under the powerful leadership of the two hybrid clinical managers in this department, frontline 

professionals have willingly adjusted their practises based on the performance information, 

recognising it as an essential element in enhancing their performance. Consequently, a deep 

integration of the new PMM system has been achieved in this medical department, aligning with 

the integration design established by the top management. 

These different reactions of medical departments implies how intra-organisational units may 

respond differently to external institutional logics within their limited autonomy (Ocasio et al., 2017)  

and lead to the internal complexities for management as Greenwood et al. (2011) proposed.  

Meanwhile, the case hospital's subunits' inconsistent strategies after the TMT implemented the 

PMM reform highlight the difficulties presented by all performance standards. Although these 

regulations seek strict adherence from internal actors, they unintentionally limit the flexibility of 

some units and made these subunits finally refused the adoption of a managerial logic in their daily 

activities, reflecting the conflict between substantive compliance and objective attainment (Wijen, 

2014). Wijen (2014) defined this situation that an organization employs to cope with environmental 

complexities turn out to be ineffective, insufficient, or unsuitable as ‘means -end decoupling’ which 

are high likely happen in opaque field. Followingly, this study see the internal complexity arises 

because the different responses of the subunits to the PMM reform entails that one internalizes 

the complexities and inconsistencies of these pressures (Greenwood et al., 2011). These units are 

internally aligned with the established performance rules while inconsistency between them on 

their performance management and operational management behaviors giving rise to the different 

daily performance measurement and management cycles performed and the chaos of intra-

institutionalization, echoing the ‘subcultures’ supposed by Kok et al. (2019), Furtherly, it brought 

the challenging situation for management to manage (Bromley & Meyer, 2015).  
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the seven medical departments in the first group, particularly the surgery departments, had more 

complex core business structures. Thus, the higher level of complexity led to greater amounts of 

performance information, making it more challenging for clinical managers to embrace the PMM 

reform and, therefore, increasing their resistance to it. 

In this research, empirical data underscores the pivotal role that clinical managers' le adership styles 

have in determining their responses and in influencing the perspectives of frontline professionals. 

Martin et al. (2016) posited that leadership approaches act as mediators in the limited autonomy 

of individuals concerning institutional logics. Notably, this study identifies a clinical manager in the 

"hybridizing" department as a positive leader, exemplifying traits such as resilience, promoting 

teamwork and changes. Such a leadership approach empowered him to proactively embrace the 

PMM reform and expedite its integration into frontline procedures.  Thus, this finding also 

corresponds with Kraatz's (2009) assertion that the exhibition of exceptional leadership is crucial 

for successfully navigating diverse institutional pressures. In contrast, the clinical managers from 

the "decoupling" departments, as observed in this study, displayed a passive management 

approach when dealing with new logics and internal conflicts. They tended to obscure their critical 

roles in departmental reforms, delegating responsibility to senior executives while attempting to 

remain inconspicuous regarding conflicts between professionals and managers to avoid inciting 

dissatisfaction from either party. 

To sum up, this study delineates three unique approaches the subunits applied to respond the 

reform: decoupling, hierarchization, and hybridization. Each of these approaches corresponds to 

distinct reform trajectories: decoupling, selective adoption, and deep integration. The execution of 

these strategies and their respective trajectories leads to diverse outcomes within the PMM system, 

such outcomes include the manifestation of negative emotions, tendencies to overlook certain 

aspects, and enhancements in efficiency. Finally, most of these outcomes deviate considerably from 

the goals initially established by the management for the reform.  

Hence, the study emphasises that intra-organisational units should not be regarded as passive 

bearers of institutions but as active participants in the internal institutionalisation process (Cooper 

et al., 2008). Organisations and intra-organisational units may respond differently to external 

institutional logics within their partial autonomy, leading to internal complexity among subunits 

and the different reform outcomes. This study highlights the concept of 'means-end decoupling' as 

introduced by Wijen (2014). Despite the new PMM system being operational, the primary 

institutional objectives set by TPH managers were not met. Furthermore, the standardized 

performance rules implemented during the reform failed to account for the unique characteristics 
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This revised framework integrates the theoretical framework developed by Dillard et al. (2004) and 

the institutional complexity framework proposed by Greenwood et al. (2011) but expands to 

include the intra-institutionalisation process of management accounting reforms in public 

organisations. 

As illustrated by Figure 9.1, macro-level changes within societal, economic, and political contexts 

can initiate dynamics in field-level institutional complexity. Our study demonstrates that the 

interplay among market-oriented health reform, social problems, economic growth, and political 

Figure 9.1. A revised multi-level contextualised theoretical framework for management 

accounting reform intra-institutionalisation in public organisations 
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shifts has led to the decline of market logic, the emergence of managerial logic, and the resurgence 

of state logic within the Chinese public healthcare sector during the comprehensive health reform 

in 2009–2020. 

The dynamics of field-level institutional complexity bring about new foci in public organisations' 

management accounting practises at the field level. For instance, the resurgence of state logic in 

the Chinese public healthcare sector has led to the abandonment of financial-focused performance 

concerns in public hospitals and a shift towards a comprehensive performance measurement 

system that encompasses medical quality, patient satisfaction, operational efficiency, and 

sustainable development. In this study, it can be observed how the public healthcare sector first 

adopted the National BSC PMM and later reformed by adopting a homogenised lean PMM model 

to reflect a multidimensional performance perspective. 

While management accounting changes have been implemented in the public sector to address the 

complexities arising from the institutional environment, these changes may be government-led or 

industry-driven in response to the field-level institutional dynamics within the public sector. It 

results in isomorphism pressures on organisations, which filter institutional dynamics into public 

organisations and drive the adoption of homogeneous management accounting changes. As 

explored in this study, the lean PMM reform in the Chinese public healthcare sector promotes the 

penetration of managerial logic into TPH top management via top management's frequent 

communication with early reformers, creating internal institutional forces that, together with field-

level isomorphism pressures, triggered the PMM reform in TPH. 

This revised theoretical framework expands on the intra-organisational level to theoretically 

deconstruct the intra-institutionalisation process in public organisations. It begins by examining the 

management accounting reform design within the organisational supporting system via the top 

management team to integrate the field-level management accounting changes into their design. 

Following it, the adoption of PMM reforms elicits varied responses from distinct medical 

departments. These variations arise due to the inherent logics of clinical managers and frontline 

professionals, coupled with unique departmental characteristics that influence their partial 

autonomy. Such characteristics encompass departmental professional reputation, complexity of 

core business, and leadership styles. As discussed, medical departments with a robust local 

professional standing are predisposed to offer trust on management reforms and are more 

amenable to PMM reform initiatives. Departments with complicated core business generate 

voluminous performance data, complicating the task for clinical managers and front-line 

professionals to understand the PMM reform, thereby amplifying their opposition. Also, a 
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high institutional position drives public hospitals to react more quickly and positively to external 

institutional complexity dynamics, which challenges the assumptions made in previous literature.  

Third, the study highlights the significant influence of pre-existing organisational systems in shaping 

organisational responses to isomorphic PMM reform (Alsharari, 2019; Multiganda, 2013). This 

recognition calls for a more nuanced understanding of the role of existing organisat ional 

mechanisms in the institutionalisation of management accounting reforms. 

Fourth, the study demonstrates that internal factors, such as departmental reputation and core 

business complexity, significantly influence the adoption of PMM reforms in medical departments. 

This insight has practical implications for policymakers and healthcare organisations by emphasising 

the importance of tailoring PMM reform strategies to the unique characteristics of each 

department. 

Fifth, the research contributes to the ongoing debate regarding the partial autonomy of situated 

individual agents when confronted with multiple institutional logics (Creed et al., 2019; Martin et 

al., 2016; Thornton et al., 2012). We provide empirical evidence that the personality traits of clinical 

managers and their leadership styles play a crucial role in shaping responses to new PMM systems. 

In summary, this study offers a comprehensive analysis of the ways in which situational factors 

influence agents' responses, given their partial autonomy. This research advances the notion of 

embedded agency's partial autonomy by providing empirical evidence that supports the field-level 

and organizational-level attributes proposed by Greenwood et al. (2011), which shape institutional 

complexity and organisational responses. Additionally, this investigation challenges some of the 

assumptions regarding the impacts of situational factors on agency autonomy made in previous 

literature. Furthermore, this study extends the analysis to the intra-organizational level, examining 

the influence of situational factors on subunits' responses. Simultaneously, this research bears 

significant implications for policymakers and healthcare organisations seeking to implement PMM 

reforms. By acknowledging the challenges posed by the complex nature of core business in medical 

departments and the different internal positions, a tailored approach may prove more effective in 

overcoming resistance to change and ensuring the successful adoption of new performance 

management practices. Moreover, cultivating strong and proactive leadership can be instrumental 

in guiding medical departments through the complexities of institutional change and fostering a 

more receptive environment for PMM reform initiatives. 
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Role of clinical managers' personality traits: Further research could examine the role of clinical 

managers' personality traits in mediating the partial autonomy of actors towards institutional logics, 

identifying which traits effectively promote new institutional logic adoption and manage potential 

conflicts. 

Organizational characteristics in different contexts: Future research could explore the role of 

organisational characteristics in mediating the partial autonomy of actors towards institutional 

logics in contexts beyond healthcare, identifying commonalities and differences in how institutional 

logics are internalised in various organisational settings. 

Overall, these future research directions could contribute to a more nuanced understanding of how 

professionals navigate institutional logics and help organisations successfully implement 

management accounting reforms. 
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Appendix. A. The 2019 National BSC PMS 

The national performance measurement index for the tertiary hospitals 

 

Goals 

1. Pushing the transferring of development pattern of public hospitals from scale economic to quality & 

effectiveness. 

2. Pushing the transferring of management pattern of public hospitals from extensive administrative 

management to comprehensive performance management. 

3. Promoting the fair and scientific distribution in public hospitals. 

4. Achieving efficiency improvement and quality improvement in public hospitals. 

First Level Index  

Medical Quality Operational Efficiency Sustainable Development Satisfaction 

Second Level Index (B) 

 Functional 

Position 

1. Number of the special needs’ medical services/number of the medical services at the same period 



 

240 

 

 

 

 

 

 

 

Medical 

Quality 

2. Number of the fourth-level surgeries/numbers of the surgeries for discharged patients at the same 

period 

3. The number of surgery/the number of discharged patients at the same period 

4. day surgery/selective operation 

5. The outpatient numbers/The number of discharged patients 

6. The number of downward transferring patients 

7. Number of minimally invasive surgery for discharged patients/ number of surgeries for discharged 

patients at the same period 

Reasonable 

Prescription 

1. Number of prescriptions commented/number of prescriptions 

2. The intensity of antibacterial drug use (annually antibacterial drug consumed for inpatients/days of 

inpatients) 

3. Number of outpatients prescribed basic medicines/number of outpatients at the same period 

4. The percentages of the kinds of basic medicines purchased=the types of basic medicines hospital 

purchased/types of medicines purchased for the same period 
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5. The ratio of bided drugs (the state organized centralized purchase) used= number of bided drugs 

consumed/the same type of drug used 

6. The basic medicine using rate of inpatients=number of discharged patients using basic 

medicines/number of discharged patients for the same period 

Quality and 

Safe 

1. Number of surgery complications/number of discharged surgical patients at the same period 

2. Number of the infection of type 1 incision surgeries/number of the type 1 incision surgeries at the 

same period 

3. The single-diagnosis quality control 

4. Number of positive results of large medical equipment tests/Number of visits to the large medical 

equipment tests 

5. The fix and maintenance of large medical equipment and quality control management 

6. Number of Clinical test items that have passed the national inter-office quality evaluation 

7. Number of the low-risk cases death rate/number of the low-risk cases 

8. Number of wards undertaking quality nursing services/number of wards 
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The Service 

Process 

1. The ratio of average clinic appointments of outpatients=number of clinical appointments/total 

amount of diagnosis and treatment 

2. The average waiting time of outpatients for appointments 

3. The application level of electrical medical record 

Operati

onal 

Efficien

cy  

The Structure 

of Revenue and 

Expense 

1. Proportion of outpatient income to medical income 

2. Proportion of outpatient income from medical insurance fund 

3. Percentage of hospitalization income to medical income 

4. Proportion of hospitalization income from medical insurance fund 

5. The proportion of the medical service income (excluding drugs, medical supplies, inspection, and 

examination incomes) to the medical income 

6. Proportion of adjuvant drug revenue 

7. Personnel expenditure as a percentage of operating expenditure 

8. Energy consumption expenditure per 10,000 yuan of income 
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9. Revenue and expenditure structure 

10. Assets and liabilities 

The Resource 

Efficiency 

1. Each clinician's work burden of inpatient per day 

2. Number of pharmacists for per hundred beds 

Expenditure 

Controlling 

1. The increase ratio of the medical incomes 

2. The increase ratio of the average costs of outpatient visits 

3. The increase ratio of the average costs of inpatient visits 

4. The increase ratio of the average drug costs of inpatient visits 

Economic 

Management 

1. Comprehensive budget management 

2. Standardize the establishment of chief accountant 

Sustainabl

e 

The talent 

development 

1. The numbers of independent staff from other hospitals accepted by the hospital for further training 

and returns to the original hospital 

2. The passing rate of hospital residents taking the medical qualification examination for the first time 
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Developm

ent 
3. Effectiveness of hospitals undertaking the work of cultivating medical talents 

The Structure 

of Employees 

 

1. The professional level structure of the healthcare professionals 

2. Percentages of anaesthesia, paediatrics, critical illness, pathology, TCM physicians 

3. Clinicians-to-nurse ratio 

The 

Construction of 

Credit 

Comprehensive evaluation grade of public credit 

The Building of 

Medical 

Disciplines 

1. Funds for scientific research projects / per 100 health technicians 

2. The money transformed from the scientific research results / per 100 health technicians 

Satisfactio

n 

Evaluation 

The Satisfaction 

of Patients 

1. The outpatient satisfaction  

2. The inpatient satisfaction 

The Satisfaction 

of Medical 

Professionals 

The medical professional satisfaction 
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Appendix. B. Topic guidance of interview 

  

Topic guide -Interview type: semi-structured interview 

Interview questions (two parts): part 1 – personal background information; part 2 – topic-driven 

questions 

Part 1: Personal background questions 

Position; education level; the length of employment in the case hospital.  

Part 2: Topic-driven questions 

1. Why undertake these PMM changes? (to identify the institutional logics in place to initiate 

these changes) 

1.1 The reasons for undertaking these changes. 

1.1.1 Internal reasons (top-down; bottom-up) 

1.1.2 External forces (the government; the public; the industry...) 

1.2 What’s your expectation on pushing these changes in TPH? 

1.2.1 From the view of the public & government 

1.2.2 From the view of internal management 

1.2.3 From the view of health professionals 

2. Who are involved in promoting the PMM changes and their responsibility? （the involved 

groups） 

2.1 The leader of these changes 

2.2 The responsibility centre 

2.3 Other participant groups, The target groups for these PMM changes  

2.4 Who supervise over these changes (if have)? 
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3. What are these changes? (to explore how the different logics in place exert the various 

effects on the design of PMM changes, the interactions of different groups in the design period) 

3.1 The criteria of the design. 

3.1.1 who decide? Any conflict? How to handle it? 

3.1.2 why? 

3.2 The contents of these changes. 

4. How is the process unfold? (Interaction) 

4.1 Mobilization (the role of emotion) 

4.1.1 The methods used for mobilizing participants, who is the organizer, and why? 

4.1.2 Participants, participants’ attitudes, and responses toward mobilization.  

4.2 Implementation 

4.2.1 Briefly introduce the implementation process. 

4.2.2 Who are involved in the implementation process and their role? 

4.2.3 How clinician groups and nurses groups respond to these changes and make effects on 

them? 

4.2.4 Any conflict? Problem? Difficulties? How to handle it? 

4.3 Patching (repeating question 1-4) 

4.3.1 Why? 

4.3.2 Who? 

4.3.3 What? 

4.3.4 How it works? 

5. What are the current effects of these changes on health professional groups and on the 

whole hospital? (the effects of the PMM changes; the roles of PMM in managing the multiple 

logics) 

5.1 The effects the changes bringing to you. 

5.2 How do you feel about these changes?  
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5.3 How do you think the effects of these changes to other groups? 

5.4 How do you feel the influences of the PMM changes bringing to the whole hospital?  
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