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Abstract

Over 20 years, hospitals in Italy as well as in other European countries have evolved and changed in response to
institutional pressures. With the corporatization, there has been the entrance of new logics and governance
structures that contributed to a transformation of the health system. The survival of healthcare organizations is
dictated not only by the technical conditions, that allow efficiently and effectively operating, but also by the
ability to comply with rules to get legitimacy from external institutional actors. Organizations in a population
adapt to their environment, in which operate, so many other organizations adapting to it (isomorphism). The
purpose of this paper is to discuss a theoretical framework based on neo-institutional approach that could explain
the influence of isomorphic pressures on innovative processes in health care sector. Qualitative data from
literature on neo-institutional theory applied to health care sector have been analyzed. Findings reveal
institutional pressures stimulate the development of innovations and organizational learning. This concept
concerns both the fit of the organization with its environment (strategic matters) and effective implementation of
strategies. Hospitals must find ways to increase profit, by improving medical capabilities for payment health care
services. One of the most important isomorphic pressure is the prospective payment system for health care that
had effects on the choices of organizational models to adopt. The challenge for hospital administrators is to seek
consistency between efficiency and quality care.
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1. Introduction

In all countries with advanced welfare systems, healthcare organizations operate in complex institutional systems,
which define their space of autonomy in relation to health policy choices and affect their strategic choices,
organizational design and management (De Simone, 2011a).

Over 20 years, hospitals in Italy as well as in other European countries have evolved and changed in response to
institutional pressures. With the corporatization, there has been the entrance of new logics and governance
structures that contributed to a transformation of the health system. The system of values began to incorporate
new approaches and roles with a consequent distinction between productive and managerial dimension. New
actors such as suppliers and intermediaries have arrived on the scene of health systems, leaving space to private
organizations in the management of health services, and leading to a reconfiguration of traditional relationships
and boundaries among actors. The need for rationalization was stimulated by a number of factors, such as the
rising health care costs, due to the use of increasingly sophisticated technologies, the progressive aging of the
population, the general rise in the cultural level of the population, which led to growing needs to meet (De
Simone, 2011a).

The changes in political and institutional mechanisms, that define the resource allocation, and the increasing
complexity of relationships among various stakeholders, internal and external to the organization, create new
challenges to hospital administrators. Governments introduce measures to save costs, patients express growing
demands, and citizens demand greater transparency on the functioning and resource utilization. This takes place
in a context, where the main aim of improving patients’ health status is not easy to quantify. Healthcare
organizations must be able to develop appropriate traits of flexibility and innovation to deal with these pressures
(De Simone 2011b).
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The institutional approach focuses on social processes of construction of reality, and how the existence of social
interactions tends to stabilize reality through processes of legitimation and to define constraints on the range of
possible actions, reducing the variability and unpredictability of individual behavior (De Simone, 2011b). This
means considering the organization not as the product of the rational design, but as the result of institutional
adaptation to the environment. Thus, an organization can adopt an innovation not just for the need to improve its
performance, but to get legitimacy. Organizations in a population adapt to their environment, which is
constituted by other organizations adapting to it (DiMaggio & Powell, 1983). This reflects the tendency to
isomorphism, useful concept to understand innovative processes in health sector.

Over the last decades, in Italy the vigorous policies of control of health expenditure by national and regional
governments have led to profound changes in health systems. Some hospitals were closed, other hospitals have
been merged and restructured, by showing their capability to respond to the institutional changes and innovate.
One of the most important regulatory change is the adoption of new criteria to allocate public funds for the
payment of health care. In the past, the national health fund was distributed to hospitals according to the
spending of the previous year; nowadays hospitals receive a fixed amount based on diagnosis related group for
each discharge (De Simone & Siani, 2015).

2. Purpose and Method

The purpose of this paper is to discuss a theoretical framework based on neo-institutional approach that could
explain the influence of isomorphic pressures on innovative processes in health care sector. The research
question is: “The isomorphic pressures stimulate the development of innovations in health care organizations?

To answer the research question in this paper, qualitative data from literature on neo-institutional theory applied
to health care sector have been analyzed. In particular, the concepts of organizational field, institutional logics,
and isomorphic changes have been examined, in order to understand innovation trends in health care.

3. Literary Review
3.1 The Organizational Field in the Neo-Institutional Approach

The new institutionalism is a theoretical approach arisen in opposition to the approaches studying the economic
systems only as the product of rational actions to achieve their goals. This approach revalues an important
element of the environment: the set of rules, roles, beliefs that can influence organizational structures regardless
of resource flows and requirements of technical nature.

The context in which organizations operate is composed of shared and ingrained cultural elements that act as
template to organize activities (DiMaggio, 1991), and the modification of this template determines potential
organizational changes.

If organizations want to survive, their organizational choices must consider external pressures (Oliver, 1991). An
organizational form can be adopted not because it is more efficient in terms of transaction costs (Williamson,
1991) or adaptation through differentiation-integration (theory of structural contingencies), but because it is
considered the appropriate way to organize activities as legitimized in the institutional context.

The organization, seen as the result of the adaptive process driven not by the rational management but by
external factors (Scott, 1987), has a merely instrumental nature (Selznick, 1957). In choosing among alternative
actions, managers prefer the one that conforms more to the standard of behavior, regardless of its convenience.
Organizations often introduce performance assessment systems in order to appear legitimate towards influential
external actors (De Simone, 2011b).

In the institutional approach, the analyses unit is the organizational field including different typologies of actors
of a “recognized area of institutional life: key suppliers, resource and product consumers, regulatory agencies,
and other organizations that produce similar services or products” (DiMaggio & Powell, 1983: 148). In the
health care field the main actors are: hospitals, health professionals, pharmaceutical companies (key suppliers),
patients and potential patients (resource and product consumers), national and regional government, medical
associations (regulatory agencies); medicine providers, social service provider (organization producing similar
services or products) (Reay & Hinings, 2005). The concept of field is interesting to link individual organizations
to "populations" of organizations, and to examine the impact of common value and belief systems on
organizational structures. Institutional pressures affect organizations, through processes taking place within the
area.

Scott and Mayer (1983), taking up the distinction of Meyer and Rowan (1977) between organizations with
independent criteria of efficiency and organizations that conform to exogenous requirements, distinguish the
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technical and institutional environment. The technical environment appears as a niche including a certain form of
organization, by using the available resources and achieving a balance that allows its survival. The institutional
environment refers to a set of norms and standards, to which organizations have to comply in order to get
external legitimacy (Galvin, 2002).

In the case of health care, the technical environment includes factors affecting the demand and delivery of health
services, the number and characteristics of supporting organizations, and inter-organizational "technical
networks'.

The factors concerning the demand for health services in a defined area refer to the sociodemographic
characteristics of the population, their preferences and lifestyles, and local economic conditions (unemployment
rate). The variables regarding the delivery of health services include the number of health professionals and the
public funds allocated to health services, infrastructure, training and coordination. The ability of organizations to
provide services is influenced by both the introduction of new equipment and advanced clinical treatments, and
the proliferation of information technologies, that facilitate the development of complex organizational and
financial projects (De Simone, 2011a).

Supporting institutions, such as educational and professional associations, monitor service provision through the
education and growth of professional capabilities of health care staff. The inter-organizational 'technical’
networks link health care structures in vertical and horizontal systems, by increasing or reducing the resource
allocation to the single structure.

The institutional environment is characterized by three types of variables: the actors; the dominant logics; and
the government mechanisms. The actors can be part of the technical environment, if considered as producers and
consumers of health services, and part of the institutional environment, if considered as bearers of institutional
logics. The mechanisms of government are not endogenously imposed in the field, but they are the coding of the
power structures and logics of the field (Abbott, 1988). The composition of government structures may change
over time and, due to different potential sources of change, there can be no correspondence at a certain time
between the change of the dominant institutional logics in the field and its government systems.

3.2 Institutional Logics in Health Care Field

The organizational principles of the field are institutional logics, referring not only to the cultural values
(distinctions of interrelated systems, rules, values and norms), but also to the associated practices (rituals,
routines and strategies used by the components of the field) that allow the adaptation and creation of cultural
values (Friedland & Alford, 1991).

These conceptions tend to emphasize that organizations operate within institutionally defined areas, and
regulations guide the choice of the means (technology), and define the objectives of effectiveness and cost
containment (Powell, 1991). Organizations and changes in social, political and economic values contribute to the
spread of new institutional logics or ideologies (Davis, Diekmann, & Tinsley, 1994).

The logic of managerial efficiency, generated and introduced by actors outside the "field", emphasizes the
objectives of cost containment, profit, which prevail on quality, measured exclusively by medical professional
standards, or on the typical criteria of public sector such as accessibility and fairness of treatment.

Patients and customers have redefined as consumers, medical professionals and health care organizations as
providers, the health sector as an "industry", and the organizational choices are driven by the managerial rules.
Managers have engaged in strategic planning, identification of cost and revenue centers, and creation of
horizontal and vertical connection systems.

The "penetration" in the health care field of managerial logics, more intensely competing or contrasting
professional standards, seems to have been facilitated by the introduction of logics emphasizing treatment equity
in health care. The development of the latter logics, favored by the movements to protect consumers and by the
alternative conceptions to medicine, have contributed to counter the dominance of medical professionalism, and
create "space" within the field (De Simone, 2005).

Healthcare organizations are characterized more as an aggregate of different sub-systems, than as a unitary
organizational system, with a low capacity to process unitary strategies both for the public importance of the
provided services, which requires the development of actions consistent with regulatory requirements, and for
many professional contributions in the organizations that require autonomy (De Simone, 2014).

Within healthcare organizations, forces of different nature coexist: the technical forces for patient care; and the
institutional forces emphasizing criteria of efficiency in the service provision (Scott, 1995).
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The interaction between professional and managerial logics is a much discussed topic in the literature (Friedland
& Alford, 1991; Powell, 1991; Scott & Meyer, 1983); on the one hand, it is assumed the antagonism of the two
logics, and, on the other hand, it is argued that both logics can help to shape organizational activities. The
professional logic follows a value system mainly focused on patient care, and the management logic adds to
medical professional standards objectives of efficiency in service provision. Administrators must be able to
coexist professional and managerial dimensions (De Simone, 2011a).

The survival of healthcare organizations is dictated not only by the technical conditions, that allow efficiently
and effectively operating, but also by the ability to comply with rules in order to get legitimacy from external
institutional actors. Thus, a challenge for managers is represented by the pursuit of consistency between ethical
and economic principles. The ethic, viewed as attention to values and principles of individuals, affects the
governance of health care system, by inspiring its mission. Managers having the responsibility to lead healthcare
organizations should respect the constraints of efficiency and organizational effectiveness. The failure to comply
with these constraints undermines the survival of the system itself (De Simone, 2011a).

3.3 Structuring Versus Destructuring

The structuring concerns the institutional process of modifications in types of actors, their interactions, and
prevailing logics (DiMaggio & Powell, 1983). The concept of duality structure-action of Giddens (1984)
attempts to explain this process: the structures (rules and resources) impose constraints on individual actions, but
at the same time make them possible. Individual actions, even if conditioned by the structures, are carriers of
changes in the structures. There is a link between structures and actions: the former are made, strengthened, and
changed through actions, and the latter assume significance only through structures.

De-structuring processes involve the breaking of existing beliefs and facilities due to competitive ideologies and
coalitions of power. Since medical professionals interact with regulatory bodies, with consumer demands and
with hospital administrators to legitimize the regulative and cognitive control, the consensus on institutional
logics among the field components reduces. New organizational forms spread, some health providers
disappeared and mingle, and other alternative providers multiply, with a consequent reduced clarity of
connections within the field (Scott, Mendel & Pollack, 1997).

The transformation process is characterized by status orders that change rapidly, as dominant actors previously
lost power and prestige in favor of more specialized and flexible health systems. Health care providers suffer
rapid change. According to Greenwood and Hining (1996), focusing on the interaction between organizational
context and action, individual organizations keep, introduce or refuse a specific organizational tool, for the
institutionalized nature of field in which operate. However, if the transformation process starts, it will be
incremental and not revolutionary.

3.4 Institutional Isomorphic Processes

Once a set of organizations is structured in a defined organizational field, come into play powerful forces that
lead to an increasing uniformity among the organizations of the field, uniformity described by the concept of
isomorphism. Unlike the approaches of resource dependence and structural contingencies, the institutional
approach highlights how the pressures of the institutional context tend to produce convergence in the
organizational models adopted by organizations. Organizations tend, therefore, to adapt to the environment,
complying with the expectations in terms of appropriate organizational model (Greenwood & Hining, 1988) in
order to obtain social legitimacy and improve their survivability. In a highly institutionalized sector, such as
health care, which leads organizations to incorporate values, procedures or institutionalized practices (so-called
rational myths) (Meyer & Rowan, 1977), the need to create efficiency through "rational" design choices are
contrasted by ceremonial rules that induce organizations to homogenize (isomorphism) as a result of coercion,
mimetic behavior and professionalization (Powell & DiMaggio, 1991).

Healthcare organizations could adopt advanced accounting and management tools not so much for a
management need to rationally improve organizational performance, as because they expect the regulatory
bodies (Ministry, and Regions) define resource allocation to favor organizations adopting advanced management
tools (De Simone, 2011b).

DiMaggio and Powell (1983) recognize three forms of isomorphic changes. The first form, the coercive
isomorphism, derived from both formal and informal pressures exerted on organizations by other influential
organizations, and from cultural expectations existing within the field. Over the last decades, in health care
sector the most important coercive change is the introduction of the prospective payment system for care
services. The second form, the mimetic isomorphism, derives from the tendency of organizations to imitate other
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organizations, which are perceived as more legitimate or successful. In high uncertainty contexts, it is difficult to
identify the causes of problems and possible solutions, so a strategy to adopt is to mimic another organization,
saving research costs. An example of mimetic pressure is implementation of Total Quality management in the
hospitals (Flood & Fennel, 1995). The third form, the normative isomorphism, results from the presence of
professionals within the organization. They suffer the same coercive and mimetic pressures of organizations, but
more they suffer pressures from universities or educational institutions that tend to develop a common cognitive
basis among specialists required to work in different organizations; associations and networks among
professionals help to define and spread the “rules” of individual and organizational behaviors. In health sector,
even if regulation reduced the dominance of physicians, their association still significantly affect strategic plans
for care.

The isomorphism helps to legitimize the organization and increases its chances of survival. From a theoretical
perspective, however, the trend is to prefer the analysis of inertia of organizational forms, and the change is
primarily seen as a reproduction of the prevailing ways of thinking.

4. Findings and Discussion

In times of transformative environmental changes, only those organizations, matching their capabilities to the
changing environment, will survive and learn. Organizations must find the way to get external legitimacy in
order to achieve knowledge, financial and intellectual resources (Zimmerman & Zeitz, 2002).

Over the past decades, the field of health services in Italy is characterized by a process of de-structuring with
small attempts at restructuring, by the change of the previous institutional order and the introduction of new rules
and structures. The new organizational forms bring different institutional logics and mechanisms of government
and can provide new sources of structuring that led to de-structure previous traditional health providers. So
hospitals or clinic shift from individual actors to networks. The boundaries among institutions, which first clearly
defined the different matters of public intervention, or relationships between what takes on the community and
what on individuals, tend to fade, as in the case of chronic and long-term care (De Simone, 2011a). In
consideration of technology advances, new economic challenges in health care, and the epidemiological trend to
long term health status, more specialized health organizations spread (Wright & Perry).

The theoretical framework based on neo-institutional approach could explain the influence of isomorphic
pressures on innovative processes in health care sector. Findings reveal institutional pressures stimulate the
development of innovations and organizational learning, the process by which organization must adapt to
environmental changes, modifying its behavior to meet both internal and external demands. This concept
concerns both the fit of the organization with its environment (strategic matters), and effective implementation of
strategies (Kloot, 1997).

The isomorphic pressure of the prospective payment system for health care had effects on the choice of
organizational models to adopt. Many hospitals changed the way to organize services, such as the centralization
of core health services and the outsourcing of services with high costs, as restaurant, ambulance transport, and
chronic disease process. Moreover, other pressures on organizations are made by innovations in medical
technology. Hospitals must find ways to increase profit, by improving medical capabilities for payment health
care services, such as plastic surgery operations (Yang, Fang, & Lin, 2010).

Professional competence of managers and physicians, especially in health care processes, and the knowledge of
patient demand, represent crucial elements to achieve the competitive advantage (Yang & Fang, 2007).

The interaction between environment’s demands and organization’s capabilities can create innovative processes
not planned before (involuntary isomorphism). If the hospital organization is able to maintain its legitimacy, the
acquisition of knowledge will lead to knowledge creation and ensure that the hospital organization will fit its
changing institutional environment. Differently, organizations can decide to imitate other innovator actors to get
external legitimacy (voluntary isomorphism).

The institutional pressures create only an apparent conflict between the rationality legitimated by external
stakeholders and the internal efficiency that the organization should follow in relation to its specific
characteristics. Meyer and Rowan (1977) recognize that organizations often develop two parallel structures, a
formal structure to respect the external ceremonials, and an informal structure following the efficiency rules.
External interventions are often encouraged by individual organizations, to get social legitimacy to their behavior.
The challenge for hospital administrators is to seek consistency between efficiency and quality care.
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