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Balancing Stakeholder Interests: A Balanced Scorecard Perspective on Performance
Appraisal Implementation in China's Public Hospitals

Abstract

In 2019, the Chinese government initiated a National Performance Appraisal for Tertiary
Public Hospitals (the “National Appraisal”), but limited study has been conducted on its
appraisal indicators and its implementation effects. This study aims to assess how well this
system balances the interests of key stakeholders in Chinese public hospitals and examines the

positive changes and concurrent challenges it has brought to hospital operations.

Utilizing stakeholder theory and the balanced scorecard, we conducted two rounds of Delphi
consultations with experts (N1 = 46, N> = 29). We also analyzed archival data from three
hospitals' "National Appraisal” records covering 2018 to 2020. Additionally, we conducted

semi-structured interviews (N = 41) with key stakeholders from these hospitals.

The results show that: (1) The key stakeholders of Chinese public hospitals include patients,
hospital executives, health care workers, health authorities, and the public, but the “National
Appraisal” indicators only cover the first three stakeholders; (2) The “National Appraisal”
system adopted a balanced scorecard approach with emphases on internal process and patient-
center; (3) The “National Appraisal” had positive impacts on hospitals, clarifying hospital
strategy and prioritizing the public roles, enhancing health care quality, safety, and efficiency,
as well as patient and health care worker satisfaction. However, implementation challenges
arise from resource constraints, discrepancy between appraisal indicators and patient needs,
misalignment between appraisal indicators and doctor’s patient care practices, and the tension

between nationwide standardized appraisal and local context.

This study significantly contributes to the literature by empirically examining performance
appraisal implementation in an under-researched country's public hospitals, offering practical

implications and policy recommendations for practitioners, managers, and policymakers.

Keywords: Stakeholder theory; balanced scorecard; hospital performance appraisal; public

hospitals in China



Highlights:

e China’s National Performance Appraisal for Tertiary Public Hospitals improved

hospital strategy, quality, and efficiency.

e Key stakeholders lack full representation in the appraisal, excluding the public and

authorities.

e Challenges of the performance appraisal implementation include resource constraints,

misaligned indicators, and local adaptions.
e Findings inform global debates on public hospital performance appraisals.
1. Introduction

In an international context, performance management in public hospitals is a complex and
multifaceted process, particularly when considering the diverse stakeholders involved and their
varying interests and demands. These challenges underscore the necessity for robust
performance management frameworks to offer a holistic view of hospital performance and
align it with stakeholders' needs and interests.* One such framework that has gained significant
attention is the Balanced Scorecard (BSC) approach.?® The BSC is a management tool that
focuses on measuring performance in multiple areas, including financial, customer, internal
processes, and learning and growth perspectives.* The BSC approach helps in translating the
hospital's strategic objectives into concrete measures and targets, ensuring that stakeholders'

interests are taken into consideration.!

In the context of Chinese healthcare, performance management challenges in public hospital
are particularly pronounced. The healthcare system in this emerging country operates under a
less developed healthcare infrastructure and faces distinct socioeconomic factors, including a
huge and increasingly aging population. Public hospitals in China play a pivotal role in the

country’s healthcare system. As of 2022, China boasts a total of 36,976 hospitals, with 11,804



falling under the public sector, thereby providing nearly 60% of healthcare services.® Public
hospitals are stratified into primary, secondary, and tertiary levels, each fulfilling distinct roles.
Tertiary hospitals prioritize advanced care and research endeavors, as specified by China’s
Ministry of Health. Their mandates encompass providing safe health care, managing critical

illnesses, advancing medical technologies, and developing talent.

However, fiscal constraints stemming from public funding pose challenges for these hospitals,
prompting a shift towards profit-oriented behaviors.® China's healthcare expenditure,
amounting to 5.59% of Gross Domestic Product (GDP) in 2020, trails behind that of developed
nations, thereby compelling hospitals to generate revenue through patient health care services.®
For instance, in 2022, government subsidies constituted only 18.2% of the total revenue of
healthcare institutions in Guangdong Province, an economically advanced region in southern
China, with the remaining 72.2% derived from medical income.® Within this context, public
hospitals tend to tie health professionals' performance to financial gains,® resulting in
unnecessary procedures, inflated medical costs, and strained relations between health care

workers (HCWs) and patients. 510

To effectively tackle these challenges, a shift in performance management within public
hospitals was necessary. This shift aims to balance financial and non-financial indicators, meet
diverse stakeholder needs, and prioritize public interests, thereby reaffirming the crucial role
of public hospitals in serving the community. With such aim, the General Office of China’s
State Council issued the “Opinions on Strengthening the Performance Appraisal of Tertiary
Public Hospitals™ (referred to as the “National Appraisal” hereafter) to introduce standardized

assessment criteria for tertiary public hospitals in 2019.

The implementation was not an easy endeavor, but empirical studies examining the intricacies
and obstacles associated with such implementations in hospitals remain scarce.>? In this

context, the “National Appraisal” introduced in 2019, warrants closer scrutiny to examine the



indicators and comprehend its impact on diverse stakeholders fully. Building upon existing
literature and theoretical frameworks, this study first aims to understand the key stakeholders
of Chinese public hospitals and the extent the "National Appraisal” covers and balances the
interests of those stakeholders; this study also aims to elucidate the implementation effects of
the "National Appraisal™ on key hospital stakeholders and the concurrent challenges. The first
aim is achieved through the Delphi method while the second aim is through quantitative archive
data analysis and semi-structured interviews conducted with key stakeholders from three

hospitals.

By so doing, we present a holistic account of a practical “case study” of performance appraisal
implementation in public hospitals from China. Additionally, we highlight both the benefits
and challenges of addressing and balancing the varied interests of key stakeholders, using the
lens of stakeholder theory and the BSC. Such understanding is essential for evidence-based
decision-making, policy refinement, and continuous enhancement of public service delivery.
The study will contribute to the performance management literature with a long-term
implementation study from a complex health care sector in a under researched country, and
more importantly provide managerial implications and policy recommendations for
practitioners, managers, and policymakers with real application of performance appraisal

system.
2. Literature Review
2.1 Hospital Performance Management: A Multidimensional Perspective

Hospital performance, distinct from enterprise performance, involves broad economic and
social outcomes that affect a wide range of stakeholders.!** Recognizing the importance of
hospital performance assessment, the World Health Organization (WHO) introduced ‘“‘health
system performance assessment” (HSPA) in the early 2000s as a critical managerial tool to

achieve health system goals (health, responsiveness and financial fairness).!*1> This



framework evolved into a system with six building blocks: service delivery, health workforce,
information, medical products, vaccines & technologies, financing, and leadership/governance.
Additionally, in 2007, the WHO Regional Office for Europe developed the "Performance
Assessment Tool for Quality Improvement in Hospitals” (PATH) framework, which comprises
four domains (clinical effectiveness, efficiency, staff orientation, and responsive governance)

and two transversal perspectives (safety and patient centeredness).®

Developed countries boast more advanced performance management systems for healthcare
organizations. However, the notable disparities in health care organization and financing
among developed nations result in distinct approaches to performance assessment, as

exemplified by the UK, the US, Australia, and the EU.

The UK's healthcare system, the National Health Service (NHS), operates under a nationalized,
centrally driven model. The NHS Performance Assessment Framework, based on the balanced
scorecard approach, includes six dimensions: health improvement, fair access/equality,
effective delivery, efficiency, patient satisfaction, and health outcomes.? Recently, the NHS
has granted health care providers greater autonomy over financial and management matters,

with national indicators focusing on finance and service quality (e.g., user experience).*’®

In contrast, the US healthcare system is pluralistic and market-based, driven by the private
sector.’® Consequently, various hospital performance assessments have been developed by
government, private, non-profit organizations, and academic institutions, using outcomes and
process-driven indicators.?® Safety and effectiveness are primary priorities in hospital

performance indicators, followed by timeliness, efficiency, patient-centeredness, and equity.?

Australia adopts a middle ground between the UK and US healthcare approaches. Its system is
pluralistic and complex, featuring universal access supplemented by market-oriented financing
incentives and private sector stimulation.® In August 1999, the National Health Performance

Committee (NHPC) was established to develop and maintain a “national health performance



framework”. This framework comprises three tiers: health status and outcomes, determinants
of health, and health system performance. The latter is measured by effectiveness,
appropriateness, efficiency, responsiveness, access, safety, continuity, capacity, and

sustainability.®

The European Union (EU) has developed the European Core/Community Health Indicators
(ECHI), comprising 88 health indicators classified by policy area, to monitor health at the EU
level.?! Within the "health services and healthcare" policy area, dimensions such as sustainable
health care systems, health system performance, quality of care, efficiency of care, and patient

safety are measured with specific indicators.

In summary, different health care systems employ varying approaches to hospital performance
assessment and the performance assessment approach are evolutionary and dynamic. Overall,
these approaches emphasize measuring hospital performance on health care safety,
effectiveness, access, efficiency, health workforce and patient-centeredness to need the diverse

interests of hospital stakeholders.?%#223

2.2 Performance Management of Public Hospitals in China and the “National Appraisal”
Since the founding of the People’s Republic of China, the evolution of performance

management in public hospitals in the country has progressed through distinct stages.?*?°

Government top-down planned management stage (1949-1985): Initially, the government
had centralized control over public hospitals, focusing on tasks and resources without a formal

performance appraisal system.

Hospital Autonomy Stage (1985-1991): China’s economic reforms led to decentralization,
granting hospitals more autonomy in operations and budgeting, shifting towards economic

interests over public roles.®



Marketization Stage (1992-2009): Market-oriented reforms transformed public hospitals into
profit-driven entities, relying on user charges and revenue generation, deteriorating patient

relationships.®

Structured Appraisal Stage (2009-2018): There was a notable shift towards health service
quality, patient interests, and sustainability, transitioning from government-led to third-party

evaluations, with a focus on patient satisfaction and comprehensive appraisals.

Balanced Approach Stage (2019—Present): Introduced a nationwide unified performance
appraisal system in 2019, the "National Appraisal,” standardized assessment criteria for tertiary
public hospitals, prioritizing patient-centeredness, health care quality and efficiency, aiming to

address diverse stakeholder.

In short, this evolution highlights the intricate dynamics among various stakeholders in Chinese
public hospitals (Fig. 1) and reflects a rational shift towards a more structured and balanced

approach in performance appraisal in public hospitals in China.

Balanced Appraisal

Structured Appraisal ‘

(2019-present)

- ‘ *unified criteria
Marketization (2009-2018) *national assessment
*eomprehensive *ocus on patient
Hospital Autonomy ‘ assessment satisfaction, quality,
{ 992_‘ 2009) *third party evaluation sustainabilty
*hospitals focus on *shift to social benefits

Government Planned
Management ‘ economic impulse

*health authorities

initiated hospital

appraisal index

(1978-1992)

* Hospital independent
management

(1949-1985)

i *Focus on improving
*government dominant hospital efficiency

*hospital task-
implementor

Fig. 1 — Performance Management Approaches of Public Hospital in China

The "National Appraisal” framework encompasses three tiers of performance evaluation

indicators. The first tier comprises four indicators that pertain to health care quality, operational



efficiency, sustainable development, and satisfaction. The second tier includes 14 indicators,

and the third tier includes 55 indicators (see Fig. 2 and Appendix Table).

National Appraisal
Index

Health care quality

(I} functional positioning
[l quality & safety
[} appropriate drug use

[IV] service process

‘ Operational efficiency "7

V] resource efficiency
V1) structure of revenus and expanditure
[VIl) expense contro

(VIll) econemic management (IX] personnel structure

. (X} talent development
Sustainable development
T (X} academic discipline development

(X1} credit building

(XIll) patient satisfaction . K
} Satisfaction |
(XIV) health care worker's satisfaction

Fig. 2. Structure of National Appraisal Index (part)

As illustrated in Figure 2, under the four dimensions at 1% tier, there are respective indicators

at 2" tier and 3" tier for assessment.

Health care quality: measured with 24 indicators at 3" tier from four perspectives (2" tier),
including 1) functional positioning (7 indicators at 3™ tier); 2) quality & safety (8 indicator); 3)

appropriate drug use (6 indicators); 4) service process (3 indicators).

Operational efficiency: measured with 19 indictors at 3 tier also from four perspectives (2"
tier): 1) resource efficiency (2 indicators at 3 tier); 2) structure of revenue and expenditure

(10 indicators); 3) expense control (5 indicators); 4) economic management (2 indicators).

Sustainable development: measured with 9 indicators at 3" tier from four perspectives (2"
tier): 1) personnel structure (3 indicators at 3™ tier); 2) talent development (3); 3) academic

discipline development (2) and 4) credit building (1).

Satisfaction: measured with 3 indicators at 2" tier, including 2 indicator for patient satisfaction

and 1 for health care workers (HCWSs)’ satisfaction.



Among the 55 indicators, 26 are the key indicators annually monitored and assessed by China’s
national health care authority, the National Health Commission (NHC). The process is
centralized through a dedicated online Performance Assessment Management Platform
established and overseen by the NHC. This platform features a uniform interface for data
submission to ensure consistency across all submissions. Each year, the government specifies
a timeframe during which the system is open for hospitals upload their performance assessment

data.

Among the 26 key indicators, particular emphasis is placed on health care quality as a pivotal
dimension under scrutiny by the government. This dimension is evaluated through 10 key
indicators, accounting for 38% of the total 26 indicators. Operational efficiency, reflecting the
degree of streamlined management within public hospitals, is measured by 9 key indicators,
comprising 35% of the total. Sustainable development gauges the establishment of skilled
teams and educational research capabilities within public hospitals, incorporating 4 key
indicators, which account for 15% of the total indicators. Satisfaction is bifurcated into patient
satisfaction and HCWs’ satisfaction through 3 indicators, contributes to 12% of the overall

indicators.

Given the large number of indicators of the “National Appraisal”, in this study, we focus on 26
key indicators which are the national monitoring indicators that are assessed and published by

heath care authorities.

2.3 Stakeholder Theory

Stakeholders are broadly defined as individuals or groups affecting or affected by an
organization's operation.?® Stakeholder theory proves vital in navigating complex stakeholder
demands in hospitals, and a valuable lens to examine the performance management of public

hospitals.! Balancing diverse interests is crucial for comprehensive hospital performance.??
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Scholars apply stakeholder theory to public hospital management and performance appraisal,
highlighting the intricate interplay between stakeholder behavior and hospital outcomes.?” In
the context of health care institutions, it is essential to identify and prioritize various
stakeholders, based on their interests, significance and impact on the hospital operation.!?® The
application of stakeholder theory to performance management in public hospitals can help
identify the key stakeholders, their needs and expectations, and their influence on hospital

performance.?®

Stakeholders of public hospitals vary, including health authorities, hospital executives, patients,
HCWs, the public, competitors, suppliers, industry associations, and the media.*® These
stakeholders have diverse and often competing interests.'® Health professionals are concerned
with providing high-quality care to patients and maintaining a positive work environment,
while hospital administrators may focus on financial sustainability and operational efficiency.
Government entities prioritize healthcare accessibility and cost-effectiveness, and patients seek
timely and effective treatment, as well as a positive overall experience. Understanding and
balancing these varied stakeholder interests are essential for effective performance
management in public sectors like hospitals.> Considering the complexity of stakeholders'
demands and their influence on hospital performance, this study first aims to identify the key

stakeholders and their relationship with the "National Appraisal™ indicators.
2.4 The Balanced Scorecard

The Balanced Scorecard (BSC) as proposed by Kaplan and Norton (2005), incorporates four
perspectives: financial, customer, internal processes, and learning and growth. It is a
comprehensive performance evaluation tool that has been applied in various sectors, including
healthcare. The BSC framework has garnered substantial attention in hospital management for
its efficacy in aligning strategic objectives with operational measures, ultimately bolstering

performance and elevating patient care quality.>??3! Studies emphasize that while financial

11



metrics are vital, non-financial indicators, such as patient satisfaction, clinical outcomes, and
operational efficiency, are equally crucial in assessing hospital performance.®? The BSC is
pivotal in healthcare, as it prioritizes non-financial measures, significantly influencing patient
care quality. For example, its implementation optimizes processes, reduces waste, and
enhances resource utilization and operational efficiency, leading to cost savings and improved
clinical outcomes.®® Recent reviews, such as that by Amer et al. (2022), affirm the positive
impact of BSC on patient satisfaction and financial performance, though its influence on HCWs’

satisfaction remains marginal.

However, despite its comprehensive approach, implementing the BSC in hospitals presents
challenges. First, the list of indicators used in the BSC for healthcare settings is heterogeneous,
and each BSC should be developed in a unique way. Furthermore, the implementation of the
BSC in hospitals involves multiple stakeholders, adding complexity to the process.?* Taken
together, the BSC is considered an effective framework for measuring performance in public
hospitals, but customization is necessary to address the specific requirements of each

organization.

We apply the BSC framework to understand how the national appraisal indicators are balanced
for the diverse interests of various stakeholders and financial and non-financial outcomes of

hospitals?
2.5 Integrating Stakeholder Theory and the Balanced Scorecard

Integrating stakeholder theory and the BSC in public hospitals' performance management is a
key concern in the healthcare sector.?? The application of the BSC in conjunction with
stakeholder theory provides a comprehensive framework for performance management in
public sectors like hospitals.! For example, the BSC approach allows for the integration of

financial and non-financial measures, aligning with the diverse interests of stakeholders.? By

12



including metrics related to patient satisfaction, HCWs’s learning and growth, and operational
efficiency, public hospitals can address the multifaceted needs of their stakeholders.®
Moreover, the BSC's focus on strategy implementation and continuous improvement

complements the stakeholder theory's emphasis on long-term value creation and sustainability.

In order to effectively apply and implement BSC framework for performance management in
public hospitals, it is essential to engage with various stakeholders, communicate openly about
performance objectives, and solicit feedback to inform performance assessments.? In other
words, stakeholder theory is essential for the successful implementation of BSC in public

hospitals.

In conclusion, a combined application of stakeholder theory and the BSC perspective not only
offers a robust framework for enhancing performance management in public hospitals, but also
makes performance management more viable and effective (Cheng et al., 2019).! By
recognizing the diverse interests of stakeholders and integrating a range of performance
measures, public hospitals can optimize their operations and better serve their communities,

ultimately improving healthcare outcomes.

Specifically, this study embarks on an exploratory inquiry into the following research questions

around key stakeholders, BSC and implementation outcomes of the “National Appraisal”:

RQ1: Who are the key stakeholders of tertiary public hospitals in China? To what extent are
the "National Appraisal™ indicators related to these key stakeholders? Are the interests of the

key stakeholders balanced and taken into due account?

RQ2: How should the key indicators of the "National Appraisal™ be categorized into the four
dimensions of the balanced scorecard? And to what extent, the national appraisal indicators

are balanced?

13



RQ3: What positive outcomes have arisen from the implementation of the "National Appraisal”
for key stakeholders? What challenges are confronted by tertiary public hospitals at the
prefecture level in executing the "National Appraisal”? What can be improved in the “National

Appraisal ”?
3. Research Methods
3.1 Research Methods and Procedure

This study employs a mixed methods research design that synergizes qualitative and
quantitative data to enhance research validity.3* Specifically, this study utilizes both
methodological triangulation, incorporating the Delphi method, quantitative analysis of
archival data, and semi-structured interviews with key stakeholders from selected hospitals,
and data triangulation, drawing from expert consultations, three years of archival data, and
interviews with 41 key stakeholders across three hospitals. This triangulation approach

enhances research validity by gathering diverse methods and comprehensive data.

As depicted in Figure 3, the overall procedure comprises four stages. The initial stage involved
expert consultations using the Delphi method to address RQL1, identifying key stakeholders.
Subsequently, a second round of the Delphi method was utilized in stage two to validate the
key stakeholders identified in RQ1, and address RQ2, aligning 'National Appraisal’ indicators

with relevant stakeholders and the Balanced Scorecard (BSC) dimensions.

The third stage analyzed archival data (2018-2020) from three sample hospitals to explore
changes over time in key appraisal indicators during the 'National Appraisal’ implementation,
answering RQ3. Finally, stage four encompassed interviews with key stakeholders from these
hospitals, extending insights of RQ1 to RQ3 from the preceding stages. Specifically, it explored
the positive effects of 'National Appraisal' implementation, and concurrent challenges.

Subsequently, we elaborate on each stage of this process.
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Stage 1
(March 2022)

Delphi Method - round one

* RQ1:to identify the key
stakeholders

+  Sample: n=46

Stage 2
(April 2022)

Delphi Method - round two

* RQs: RQ1-to validate the key

stakeholders; RQ2- to align
appraisal indicators to the four
dimensions of the balanced

Stage 3
(April 2022)
Analysis of three hospitals’ “National
Appraisal” archival data

+ RQ3:to understand the 'National
Appraisal' implementation effects

+ Sample/Data: Archival data of

Stage 4
(May to June 2022)
Semi-structuresd interviews

« RQs: RQ3 —fo understand the

challenges of implementing the
National Appraisal

« Sample: n = 42 from the three

scorecard national appraisal of the three

. sampled hospitals
hospitals over the 2018-2020

+ Analysis Technique: Kendall’s W

* Sample: 1=29 ) ) o « Analysis Technique: MAXQDA
+  Analysis Technique:quantitative 2020 software
analysis to track indicator changes

over three years

* Analysis Technique: Kendall’s W

Note: RQ = Research Question

Fig. 3 Research Procedure

3.1.1 The Delphi Method

The Delphi method, recognized for consolidating expert opinions and achieving group
consensus, serves as the foundation for this study's first and second research questions.®
Engaging pertinent experts, this research systematically collects their insights through two
rounds of questionnaires to identify key stakeholders and align the national appraisal indicators

with these stakeholders and their corresponding BSC dimensions.
e Key Stakeholders and Delphi Method Round One

Through an extensive professional network, this study recruited 46 experts across ten provinces
in China between February and March 2022. Questionnaires were distributed to 46 experts,
and all 46 were successfully retrieved, yielding a 100% recovery rate. The selection criteria for
these experts included: (1) a minimum of ten years of experience in clinical medicine, hospital
management, or related domains; (2) holding senior professional titles; (3) leadership

experience in managing departments or hospitals.

The selected experts, including 30 (65%) hospital vice presidents or presidents, 13 (18%)
hospital department heads and 3 (7%) medical association leaders, had an average age of 52
years old and an average tenure of 18 years in their current organizations. Among them, 70%

held a master’s degree or higher.

15



The initial round of expert consultations was to identify primary key stakeholders—including
health authorities, hospital executives, patients and their families, hospital staff, competitors,
suppliers, industry associations, the public, and the media—»based on their prominence in
existing literature. A questionnaire was formulated to collect expert insights, employing a
scoring system to gauge their agreement level regarding the importance of each stakeholder
identified in the literature review. The scoring scale ranged from Strongly Disagree (1 point)

to Strongly Agree (6 points), enabling experts to indicate their level of agreement.
e Key Stakeholders, National Appraisal Indicators and Delphi Method Round Two

For the second round of the Delphi method, a refined cohort of 32 hospital executives of vice
presidents or presidents—was selected from the initial 46 participants involved in the first

Delphi round. Out of these, 29 were successfully retrieved, resulting in a recovery rate of 90.6%.

During this phase, the experts further identified the key stakeholders and sequentially evaluated
each of the 26 performance appraisal indicators’ relevance to the key stakeholders identified
in the first round. Furthermore, these experts categorized each of the 26 indicators into the

appropriate dimension of the BSC framework.

e Delphi Method Data Analysis

Kendall’s coefficient of concordance (Kendall’s W)*’ was employed in both rounds of expert
consultations to gauge the agreement among experts regarding key stakeholders. Generally,
expert consistency can be considered good if the Kendall's W coefficient reaches 0.3 or
above.®3 In this study, the calculation of Kendall’s W employed SPSS Statistics 26.0's

nonparametric test module.

In the second round of expert consultations, the pertinence of each key performance appraisal
indicator to the interests of key stakeholders was assessed by considering the scores allocated

to each indicator by said stakeholders. Additionally, each indicator garnered a specific count

16



of expert endorsements across the four dimensions of the BSC, into which experts categorized
the indicators. The dimension with the high number of endorsements was designated as the
suitable BSC dimension for that indicator. This approach allowed an analysis of the "National

Appraisal” key indicators from the BSC perspective.
3.1.2 Archival Data of "*National Appraisal™ Implementation in Three Hospitals

Analyzing the "National Appraisal” archival data from three tertiary public hospitals spanning
2018-2020 provides a comprehensive view of performance patterns within a BSC framework.
This analysis unveils the implementation effects of the "National Appraisal”, unveiling

underlying patterns and developmental trends.

With over 11,804 public hospitals in China by 2022, with significant disparities across different
levels,® this study focuses on hospitals situated in prefecture-level cities, of which China had
334 by March 2022. Prefecture-level hospitals often grapple with a "sandwiched" position
between technologically advanced provincial hospitals and state-supported county-level
hospitals, facing huge development bottlenecks. The implementation of the “National
Appraisal” had the most prominent impact on this group of hospitals, making them a good
representative for studying the implementation effects of the “National Appraisal”. The profile

of the sample hospitals is summarized in Table 1.

Table 1 Sample Hospitals Profile

Name Founding Number Number of Number Annual Annual Annual
Year of Beds Departments  of Staff Emergency Visits Discharges Revenue
(10,000 person- (10,000 person- (Billion
times) times) Dollar)
Ccz 1937 2200 57 3064 239.19 10.27 3.62
QY 1939 1780 52 3169 182.12 7.58 3.16
Gz 1939 2800 59 3500 130 13.6 2.75

17



The "National Appraisal” mandated unified performance evaluations nationwide. Tertiary
public hospitals were required to analyze and assess the previous year's performance by
September 2019, using the national indicator system. Consequently, inaugural national
appraisal data pertained to 2018, with subsequent annual assessments founded on the preceding
year's data. To analyze the impact and performance changes post-initiation, this study delved

into the 2018-2020 national assessment data of three hospitals.
3.1.3 Semi-Structured Interviews with Sample Hospital Stakeholders

Face-to-face interviews with key stakeholders of the three sample hospitals were conducted

during May and June 2022.

e Interviewee Selection

Semi-structured interviews were conducted with 41 interviewees drawn from the
aforementioned stakeholders of the three sample hospitals, including hospital administrators,

clinicians, patients and health authority (Table 2).
¢ Interview Questions

Based on the three research questions, an interview outline was formulated prior to the
interviews and refined progressively. Universal questions across interviews encompassed: 1)
How has the "National Appraisal” positively impacted stakeholders? 2) What challenges do
tertiary public hospitals face in implementing the "National Appraisal” at the prefecture level?
3) From the stakeholder viewpoint, do current appraisal indicators harmonize stakeholder
interests, and what indicators require enhancement? 4) What can be improved in the "National

Appraisal?
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Table 2 Demographic characteristics of the interviewees and interview data

Interviewee Stakeholder Specialty/ Education Years of Date of Length of
Department background  service interview interview

in the

current

position

CZ Hospital Hospital medicine (5) doctor (4) Average June 1, Average
administrator pharmacy (1) master (1) 3.3 years 2022 47min 3s
@) IT technician (1) bachelor (2)

Clinicians (4) clinical medicine master (1) Average June 1, Average
(@) 8years 2022 35min
June 2, 46s
2022
Representative  Deputy Director of doctor (1) Average June 2, Average
of a health the Health 5years 2022 23min
authority (1) Commission (1) 30s
Patient (4) Orthopedics (1) June 2, Average
Gastroenterology 2022 7min 7s
1)
Gastrointestinal (2)

GZ Hospital Hospital medicine (3) master (3) Average May 10, Average
administrator IT technician (1) bachelor (2) 6.6 years 2022 42min
(5) nursing (1) May 11, 51s

2022
Clinicians (2) clinical medicine bachelor (2) Average May 10, Average
1) 28 years 2022 38min
sports medicine (1) 45s
Representative  Chief of the doctor (1) Average May 11, Average
of a health Institutional 3years 2022 53min
authority (1) Reform Section of 33s
the Health
Commission (1)
Patient (5) Stomatology (1) May 10, Average
Neurology (1) 2022 4min 1s
Endocrinology (1) May 11,
General  practice 2022
1
Spine surgery (1)

QY Hospital Hospital medicine (4) doctor (1) Average May 20, Average
administrator master (1) 5.75 2022 42min
4) bachelor (2) years May 21, 23s

2022
Clinicians (4) clinical medicine master (4) Average May 20, Average
4) 7.25 2022 30min
years May 21, 55s
2022
Patient (4) Neurology (2) unknown n/a May 21, Average
Cerebrovascular 2022 3min 53s

O]
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e Interview Data Analysis

MAXQDA 2020 software was employed to analyze interview data. Employing open coding,
keywords were extracted from data records, leading to Level 1 codes. Conceptually similar
codes were grouped to form Level 2 codes. Open coding condensed data hierarchically,
maintaining original meaning. This procedure yielded 554 Level 1 codes. Level 2 coding was
subsequently executed based on Level 1 codes, and Level 2 codes were further synthesized
into five major thematic clusters in the results section, reflecting the dominant patterns and

challenges identified in the interviews.

3.2 Validity and Reliability
This study prioritized maintaining validity and reliability across the entire research process,

encompassing research design, data collection, and analysis, through the following means.

Validity: First, extensive literature review enabled the researcher to formulate a robust
framework and research questions by amalgamating established BSC and stakeholder theories
(theory triangulation). The study then employed a mixed methodology, integrating quantitative
and qualitative approaches (methodological triangulation). Incorporating multiple data sources
(data triangulation) simultaneously or sequentially enhances study validity and rigor.*® The
quantitative aspect entailed two-round expert surveys, iteratively validating the outcomes.
Concurrently, interviews engaged diverse stakeholders, corroborating viewpoints across roles
and perspectives. The study harmonized archival data on hospital performance appraisal over

three years and interview results, reinforcing one another (data triangulation).

Reliability: Meticulous steps were taken from the outset to ensure the reliability of this study.
A robust research protocol was meticulously crafted, drawing on established principles
outlined by researchers such as Yin*® (2009) and Gibbert*! et al. (2008). Transparency was
prioritized, with every aspect of the research process meticulously documented and clarified.

This commitment to transparency is evident in the detailed presentation of procedures.
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4 Results

4.1 RQ1: The key stakeholders and their relevance in “National Appraisal" indicators

4.1.1 Delphi Method Round One

Expert consultation results are reported in Table 3. The mean scores assigned to the 9 key

stakeholders identified from the literature varied between 5.43 and 3.87 points. Experts

concurred that the primary five key stakeholders were hospital executives, health care workers

(HCWs), patients, health authorities, and the public.

Table 3 Stakeholder scores assigned by experts (round one)

Position

Professional

Background
Hospital vice .
presidents AT Clinical Total
department Managers,

Expert e heads mean p managers, mean (SD) P mean
presidents, (SD) ' value mean (SD) (N=19) value (SD)
mean (SD) (N=13) (N=27) - (N=46)
(N=30) =

Hospital 5.43

D s 547082  531(063) 053 533(083) 558(061) 02719 g

HCWs 520(1.06) 5.15(0.80) 0902 526(0.86) 4.89(145) 0.291 ?1'1114)

. 4.85

Patients 5.07(094)  446(113) 0123 500(09) 463(142) 0299 i,

Health authorities  4.80 (1.16)  5.00(1.00)  0.617 4.93(L17) 458(126) 0.344 ?1'751)

The public 460(0.81)  446(L05) 0647 4.63(0.84) 4.47(0.96) 0562 ?655;79)

. 4.46

Competitors 447(097)  ATT(LO9) 0402 441(093) 453(L30) 0729 (ry

Industry 4.15

e e 423(141)  BTT(LT4) 0354 411(14D) 421(L6) 0827 (.o

The media 387(117)  415(1.21) 0486 4.15(L13) 353(L31) 0.092 ?1'8293)

Suppliers 400(117)  3.69(L44) 0482 404(098) 3.63(L64) 0300 ?1'8279)

* The p-value is the result of t-test.
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The consistency of the appraisal results was further affirmed by the Kendall’s W analysis. The
overall Kendall’s W for all nine indicators across the 46 questionnaires stood at 0.273 (p <.001).
After excluding "the media" which ranked last, the Kendall’s W for the top eight indicators
was 0.263 (p <.001). This process was repeated, resulting in a Kendall’s W of 0.222 (p <.001)
for the first five. A noticeable drop occurred when considering the first four indicators, with a
Kendall’s W of 0.116 (p <.001). Considering the number of key indicators and the Kendall’s
W values, selecting the initial five indicators as key stakeholders appears most reasonable:

hospital executives, HCWs, patients and their families, health authorities, and the public.

To further validate the results, similar analyses were conducted for different subgroups (clinical
managers vs managers without clinical roles) and the results were reported in Table 3. There
existed no statistically significant disparity in the scores attributed to each key stakeholder
among managers of diverse levels and with or without clinical roles, indicating a substantial
alignment of opinions. The consistency of scores for the subgroups supports the selection of

the top five indicators as key stakeholders.
4.1.2 Delphi method round two

In round two, respondents were tasked with not only identifying the key stakeholders, but also
categorizing the "National Appraisal” indicators into the four dimensions of the Balanced
Scorecard (BSC) and evaluating the degree of relevance between these key indicators of the
"National Appraisal” and the key stakeholders of public hospitals. For the first task, the
unanimous consensus among experts was that the five key stakeholders remained the same as
the findings in the first round of consultation. The mean scores were as follows: patients at
3.55, hospital executives at 3.55, HCWs at 3.34, health authorities at 2.55, and the public at

2.00. The Kendall’s W coefficient stood at 0.317 (p < .001).

For the second task, the findings (Table 5) revealed that among the 26 key indicators, 5

indicators were classified under the financial dimension (consensus between 86.20%-100%),
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6 under the customer (patients) (consensus between 55.20%-96.60%), 10 under the internal
process (consensus between 79.30%-96.60%), and 5 under the learning and growth (consensus
between 56.60%-96.60%). Notable divergences emerged in experts' opinions regarding certain
indicators within the customer dimension. Specifically, less than 60% of experts concurred that
the cost-control indicators belonged to the customer dimension, with the remaining 40%
advocating for their classification within the financial dimension. These discrepancies hint the

“conflict of interests” between patients and public hospitals.

In summary, the experts' opinions on the indicators within the financial dimension were found
to exhibit the highest level of consistency in terms of endorsement percentage, while opinions
on indicators within the customer dimension showed the least consistency. The endorsement
percentages across the four dimensions averaged 93% for financial, 70% for customer, 90%

for internal process, and 81% for learning and growth.

The analysis also extended to determining the most relevant key stakeholders for each
performance appraisal indicator. By assessing the scores allocated by experts to indicate the
relevance of each appraisal indicator to key stakeholders, a calculation was executed to
ascertain the most pertinent stakeholders for each performance appraisal indicator (Table 4).
Among the 26 indicators, 14 were deemed most relevant to hospital executives, 3 to HCWs, 9

to patients, but none to health authorities and the public.
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Table 4 Performance Appraisal Indicators and Their Relevance to Stakeholders

Most
. Hospital . Health . relevant
Indicators executives HCWs Patients authorities The public stakehol
ders
Total Mean Total Mean Total Mean Total Mean  Total Mean
score  score score score score  score  score score  score  score
4. Proportion of discharged Hospital
patients who underwenta 34 2.62 32 2.67 5 167 2 2 0 0 P
manager
surgery
6. Proportion of discharged Hospital
patients who underwenta 37 2.53 31 2.82 5 167 0 0 0 0 P
manager
Level 4 surgery
10. Single disease quality 27 533 24 267 20 286 2 5 0 0 Hospital
control manager
13. Number of clinical test
parameters accredlted_by 45 25 6 233 15 25 2 2 3 3 Hospital
national external quality manager
assessment
17. Defined daily dose Hospital
(DDDs) 33 2.83 17 2.57 18 225 0 0 5 25 manager
24. Function application .
level of the electronic 48 272 15 25 6 3 6 2 0 0 gzl
- manager
medical record
31. Proportion of medical Hospital
service revenue to medical 58 2.68 16 2.67 0 0 2 2 0 0 P
manager
revenue
33. Proportion of personnel .
y . Hospital
expenditure to business 42 2.8 31 2.82 3 3 6 3 0 0
. manager
expenditure
34. Energy consumption .
expenditure per ten 64 267 3 3 3 3 2 2 3 g5 Uil
. manager
thousand yuan of income
35. Balance of income and 63 263 4 2 3 3 4 2 0 0 Hospital
expenditure manager
36. Asset-liability ratio 58 268 0 0 3 3 13 233 0 0 AN
manager
45. The proportions of
anesthesiologists,
pediatricians, intensive 27 233 26 217 4 2 6 2 0 0 b o]
care specialists, manager
pathologists and TCM
practitioners
46. Doctor-nurse ratio 40 256 24 2.4 4 2 2 2 0 0 AGEIEY
manager
50. Fund for scientific Hospital
research projects per 100 42 2.63 21 2.63 0 0 3 1.33 2 1 P
manager

health technicians
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Hospital HCWs Patients Health

Indicators - .
executives authorities

The public

5. Proportion of discharged
patients who underwenta 28 2.55 30 2.58 13 217 0 0 0 0
minimally invasive surgery

48. The pass rate of

hospital residents taking

the Qualification 21 2.1 37 2.47 0 0 4 2 1 1
Examination for Doctors

for the first time

55. Satisfaction of health

care workers 11 2.75 69 2.88 0 0 3 3 0 0

8. Incidence of
postoperative 16 2.83 26 2.6 37 2.92 0 0 0 0
complications

9. Surgical site infection

rate in sterile procedures e e 2 248 & 2 L 2 L L

14. Mortality rate of cases

: : 17 2.57 29 2.64 32 291 O 0 0 0
in the low-risk group

38. Rate of increase in
outpatients' medical 17 2.57 6 2 48 267 2 2 0 0
expense per visit

39. Rate of increase in

outpatients' medication 13 2.33 9 2.25 48 267 2 2 0 0
expense per visit

40. Rate of increase in

average medical expense 14 2.8 8 2.67 46 261 6 2.33 0 0
per inpatient

41. Rate of increase in

average medication 14 2.8 10 25 45 265 6 2.33 0 0
expense per inpatient

53. Outpatient satisfaction 3 3 6 2.33 62 286 3 3 6 3

54. Inpatient satisfaction 3 3 17 2.57 52 289 3 3 6 3

The above results yield insights into addressing RQ1. This study identifies five primary
stakeholders of tertiary public hospitals: hospital executives, HCWs, patients, health authorities,
and the public. Among them, only three stakeholders — hospital executives, HCWs, patients —
are intricately linked with the performance appraisal indicators of tertiary public hospitals with

the absence of health authorities and the public.

4.2 RQ2: Categorization of the key indicators of the ""National Appraisal™ into the four

dimensions of the balanced scorecard
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Several findings contribute to addressing RQ2. From the perspective of BSC dimensions, each
key indicator of the "National Appraisal” falls into specific categories (Table 5). The financial
dimension encompasses 5 indicators, all of which strongly resonate with the concerns of
hospital executives. The customer dimension comprises 6 indicators, all of which are primarily
associated with patients’ interests. The internal process dimension encompasses 10 indicators,
of which six are most pertinent to hospital executives, one to HCWs, and three to patients.
Finally, the learning and growth dimension is gauged by five indicators, with three being most

relevant to hospital executives and two to HCWs.

From stakeholder perspective, hospital executives encompass all five indicators within the
financial dimension, six in the internal process, and three in the learning and growth. For HCWs,
one indicator from the internal process and two from the learning and growth stand out. Patients
find all six customer indicators and three internal process most relevant. Notably, the appraisal
indicators primarily cater to the concerns of hospital executives and patients, with fewer
indicators aligning with the interests of HCWs, and none correlating with the roles of health

authorities and the interests of the public. The results are illustrated in Figure 4.

Table 5 Distribution of 26 indicators among key stakeholders and the BSC dimensions

Dimension Hospital executives Health care  Patients N (%) Health The Public Total
N (%) workers N authorities N (%)
(%) (%)
Financial 5131, 33, 34, 35, 36] 0 0 0 0 5 (19%)
(100%)
Customer 0 0 6 [38, 39, 40, 41, 0 0 6 (24%)
53, 541 (100)
Internal 6[4,6,10,13,17, 1[5] 31[8,9, 14] 0 0 10
process 241 (60%) (10%) (30%) (38%)
Learning and 3 [45, 46, 50] (60%) 2 [48, 55] 0 0 0 5 (19%)
growth (40%)
Total 14 (54%) 3 (11%) 9(35%) 0 0 26 (100)

Note: N indicates the number of indicators in the respective dimension; the numbers within the square brackets
([D indicate the specific appraisal indicators of the “National Appraisal” system.
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Internal business
process
*Function positioning
*Quality and safety
tional use of drug
*Service process

'Learning and
growth

*Personnel Structure
*Personnel training
*Medical staff
satisfaction
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managers .

Health care
worker A

Patients ’

Health
authorities

Absence

= B X B Re

The Public Absence

Customer Finance

*Quality and safety *Balance of
*Service process payment
structure

*Cost control

*Patient satisfaction *Cost control

Fig. 4 The National Appraisal model from hospital stakeholders and the BSC perspective

4.3 RQa3: Implementation of the ""National Appraisal™: benefits and challenges

4.3.1. Findings from archival data

Derived from the implementation data of the 'National Appraisal’ in three sample hospitals, the
results are manifested in the four dimensions of the BSC obtained from the Delphi method
round two. The observed trends between 2018 and 2020 in these indicators were summarized
in Figure 5. Building on the BSC framework, key performance indicators (KPIs) were
selectively prioritized based on national appraisal relevance, operational significance, and

stakeholder interests, including hospital executives, healthcare workers (HCWSs), and patients.
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KPI Hospitals | 2018 | 2019 | 2020 | Trend
S3.Outpatient GZ | 9510 | 9470 | 9763 t
Satisfaction 4 QY 87.20 | 8780 | BR04
cz 93,14 | 94.50 | 90.04 | mined
S4.Impaticat | Gz 9778 | 9743 | o808 | mixed
Satistaction 4§ oy BR300 | 9090 | 9835 t
cz 94.75 | 94.29 | 9036 |
40.Per Inpatient GZ 252 | 070 | 079 1
Medical Cast Growth Q¥ 576 | 707 | 1565 t
Rate dp [ 591 | 092 | 497 | mixed
38.Per Outpaticat GZ | 085 | -224 | 860 | | Internal Process
Medical Cost Per QY 867 | 934 | 1658 t
. " . 2 KFl H sk | 2018 9 2020 | Trend
Learning and Growth Visit Growth Rate dp |~ Cz | 819 | 4234 | 1290 | mixed | Hoopliahs 1 T e
13.Clinkeal Test Parsmeters Gz 105 1
KPl Hospitals | 2018 | 2019 | 2020 | Tread Accredited (Natlonal EQA) @ | Qv | 210
45.1. Proportion of GE_ | 651 | 672 | 6AE | 1 | <z | i |18 11
Anesthesislogists @ v a5 | 495 | 48 | L 17. Antiblatic Usage Gz | 4169 [s0s0 [ 377 |
L - . Intensity @ oY 3554 | 3me9 | 3935 1
(4 476 | 477 | 470 1
FEEIETETN
45.2. Propertion of GE. 156 [ 425 [ 459 | 1 1 1 1 !
Sadiassiel e FTR 24 EMR Functionsl Gz 3 3 4 1
5 L 1 1 |
atricians i QI _a: ﬁ_l:: 240 1 Scation Level & 7 r " :
- ‘_' ':1 " q" - BSC - ez | 3 I 4 | 1
453. Progerticn i 18 [ 218 ]| | Stakeholders & Incldence of postoperative | GZ 050 | 016 | 008 | mived
Intemsive Care QY 237 | 269 | 301 t complications Q‘. o5 [ om | os .
Specialists @ FEAERECIN r THECRED 1
48. First-attempt GZ | 8620 [ 9450 | 9530 | 1 9. Swrgical site infection rate of GZ__| 000 | 012 | 007 | mived
Resident Qualification | QY | 73.58 | 6393 | 764 |t ascptic operations Qv oo | ood | 007 | 1
Exam Fass Rate @ cz 0% | 087 | o0 | | cz o | oo | 000
55, GZ | 9573 | 9500 | 9524 | 1 14. Mortality rate of cases In the | Gt oo | 000 | 000
Worker 5 Al oy (s |so0 e 1 Jow-risk group ¢ v 000 | 000 | 000
cz 918 | 9108 943 | 1 . . | €z |ooo | om | 000 |
Financial & Minimally Invasive Surgery G 6720 | 3508 | 4059 | mixed
Rate Among Discharges 4 oY 1659 | 1744 | 1933
KPI Hospitals = 2018 | 2019 | 2020 | Trend cz | [37m | 362
35.Balance of Income GZ 1346 | 1452 | 048 | mixed
ﬁ e,

managers and Expenditure @ QY | 778 | 782 | 237 | mined
CZ <0.14 2m =3.10 mixed
3\'_*;‘1':'_““ A 31.Medical Service Gz | 3003 | 2976 | 873 | | )
orker
Revenue Proportion @ | QY | 2731 | 27.79 | 2805 | 1

b‘ ) €z | 2525 | 2459 | 2420 | |
Paticits L 3 1 ! l

33.5taff Expenditure Gz | 3032 | 3068 | 3723 | 1

Ratio @@ QY | 3664 | 3863 | 4181 | 1

1

CZ 3404 | 3422 | 3643

Fig. 5 - Implementation outcome of the “National Appraisal” in BSC framework

The financial dimension primarily serves as an indicator of the hospital's operational
efficiency, revealing insights into the revenue and expenditure structure, cost control, debt
situation, and financial sustainability. The performance data from the three sample hospitals
revealed the following trends. A trend of an increased proportion of the compensation and
benefits of HCWs to the overall expenditure of hospitals was observed (indicator 33),

indicating a notable achievement in hospital’s commitment to HCWs’ well-being.

However, the trend for indicator 31 either remained stagnant or declined, indicating that
hospitals heavily relied on income from drugs and consumables, placing less value on the
medical services provided by HCWs in the hospitals' overall medical revenue. Additionally,
the mixed findings of indicators 35 on balance of income and expenditure, reflecting overall

financial viability across the three hospitals depicted a challenging financial situation.
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The customer/patient dimension covers both cost accessibility and service satisfaction,
reflecting key interests of patients. There is no evident downward trend in controlling average
outpatient costs. Some hospitals continued to report a rise in average costs. This increase was
influenced by rising diagnosis and treatment costs, which could be rationalized by hospitals’
financial dependence on income from drugs and consumables mentioned above. Despite the
rising cost, the patient satisfaction index (53 and 54) of the sample hospital has steadily
increased due to benefits brought by the improved health care quality, safety and efficiency as

discussed next.

The internal process dimension included 10 key indicators through Delphi expert

consultations in this study.

Indicators (e.g. 5) measuring the functional positioning of hospitals exhibit a gradual upward
trend, indicating active adoption of new medical technologies such as minimally invasive

surgery. This reflects a commitment to enhancing the medical capability.

Indicators 8, 9, and 14 are closely linked to health care quality and safety, and all three
indicators show steady progress, signaling ongoing improvement in these critical areas.
Indicator 13 reflects the hospital's participation in national external quality evaluation projects,

with a noticeable upward trend indicating advancements in standardization of examinations.

Indicator 17 assesses the intensity of antibacterial drug use in hospitals, with sample hospitals
surpassing the national standard and two out of three sampled hospitals demonstrating a
downward trend, signifying continuous improvement in the level of clinically appropriate drug

use.

Indicator 24 evaluates the hospital's level of informatization construction and application.
Sample hospitals have exceeded the national standard, and are consistently optimizing their

informatization construction.
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The learning and growth dimension serve as a reflection of the hospital's personnel structure,

talent development, discipline construction, and the satisfaction of HCWs.

The results from sample hospitals reveal a significant increase in HCWs’ satisfaction (indicator
55) which align with the upward trend in the compensations and benefits of HCWs (indicator
33 in financial dimension). There was a steady increase in the pass rate of hospital residents
taking the qualification examination for doctors (indicator 48), indicating heightened efforts in
talent development. The above indicators suggest the overall improvements in healthcare
services, operational efficiency, and capability. These positive outcomes were also noted in the

interviews as we discuss next.
4.3.2 Key themes from interviews

The interviews reveal the complex interaction between centrally mandated appraisal
requirements and the actual conditions faced by tertiary public hospitals. The key themes are

summarized below.
Theme 1: Alignment between hospital strategic goals and national appraisal indicators

Interviews revealed that the “National Appraisal” played a key role in clarifying hospital
development goals, defining the functional positioning of tertiary public hospitals, and guiding
reforms. However, many hospital managers reported challenges in aligning standardized
indicators with local hospital strategies. The appraisal’s “one-size-fits-all” design often
conflicted with hospitals’ specific service priorities and patient needs. As one hospital director
noted, “/t’s a one-size-fits-all assessment—we have to adjust our development goals every year

to meet changing criteria, even if it means compromising the actual needs of patients.”
Theme 2: Main benefits brought by the implementation of the “National Appraisal”

The “National Appraisal” has contributed to improved healthcare service quality, enhanced

operational efficiency, strengthened discipline development, and better management
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performance in hospitals. For hospital managers and health authorities, it provided clearer
direction and stronger motivation to drive reforms that ultimately benefit patients. For doctors
and nurses, it enhanced professional skills by offering more training opportunities and
promoting standardized diagnosis and treatment. Moreover, there was a noted surge in
motivation for scientific research, signaling a greater emphasis on its development. The
“National Appraisal” helped upgrade medical care, increased their compensations and
development opportunity, and enhance HCWs satisfaction. As a result, patients benefit from
the implementation of the “National Appraisal” which were evidenced by the 13 patient
interviewees. These patients acknowledged easy access to quality healthcare and advanced

medical equipment and technology as well as more affordable expenses.
Theme 3: Challenges in implementation of the “National Appraisal”

The challenges and dilemmas associated with implementing performance appraisal can be
broadly categorized into two groups. The first category highlights the difficulty of
implementing the national appraisal due to lack of resources in these hospitals, such as funding,
talents, and policy support. In prefecture-level cities, positioned as the "middle layer of the
sandwich,” challenges like "a lack of professional talents”, and "the need for more financial
investment™ emerged as top concerns based on frequency mentioned by the interviewees. In
particular, the “National Appraisal” has intensified financial pressure on hospitals to reduce
patient costs, without accompanying government subsidies. As one hospital vice president
complained, “We are constantly told to reduce drug prices and service fees, but this is not
sustainable without corresponding government financial support.” Regarding lack of talents,

shortages in anesthesiologists, pediatricians, and nurses were prevalent.

The second challenge category concerns the discrepancy between uniform appraisal indicators
and the realities within the local healthcare community. Respondents consistently expressed

that employing a uniform set of indicators for performance appraisal across diverse hospitals
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lacked practicality. During appraisal implementation, obstacles and conflicts arose between the
"National Appraisal” indicators and the interests of patients, hospitals, and HCWSs. Some
indicators do not align well with actual hospital operations, adversely affecting doctors' patient
care practices and consequently impacting patient well-being. For example, cost-control
measures may strain hospital operations or contradict principles of clinical diagnosis and
treatment. These conflicts can impede patients' access to necessary healthcare services. HCWs
express significant concern regarding the discrepancy between indicators and patient needs, as
well as the undue emphasis on scientific research assessment. Moreover, they note that the

appraisal has, to some extent, disrupted standard treatment procedures.
5 Discussion

Through the lenses of stakeholder theory and the Balanced Scorecard (BSC) framework, this
study examined how the “National Appraisal” was related to the interests of key stakeholders
of public hospitals in China and the benefits and challenges of implementing the ‘“National

Appraisal”.

Our findings indicate that the "National Appraisal” adopts a "balanced scorecard" approach
across four dimensions, albeit with an imbalance in the involvement of key stakeholders from
public hospitals in China. The indicators encompass healthcare quality and safety, access,
efficiency, and patient-centeredness, aligning with widely recognized performance indicators
in developed countries.?®?® Furthermore, we extend our analysis beyond the "National
Appraisal” framework per se to examine its implementation effects. Our results showed that

the “National Appraisal” resulted in significant positive outcomes.

This paper makes three key contributions. First, it addresses the limited literature on hospital
performance appraisal by empirically examining the long-term implementation of the BSC in

public hospitals, offering valuable insights into its effectiveness in healthcare settings over time.
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In doing so, it not only enhances understanding of performance appraisal effectiveness in
Chinese public hospitals, but also provides an empirically grounded framework for other
countries pursuing balanced, collaborative, multi-stakeholder hospital performance reforms.
Specifically, the proposed stakeholder-balanced scorecard integrative approach offers a
compelling and practical model for performance measurement in complex, multi-actor systems
like public hospitals and serves as a reference for hospital performance appraisal in other

countries and institutional contexts.

Secondly, to the best of the authors’ knowledge, this is the first study of China’s “National
Appraisal” system using stakeholder theory and the BSC framework, shedding light on its
intricacies and offering a replicable, adaptable model for hospital performance management
reform in other national contexts by demonstrating how to simultaneously identify and
critically balance the interests of regulators, hospital managers, HCWs, patients, and the public,
optimize indicator allocation under differing resource and institutional constraints, and embed

dynamic feedback and local-adaptation mechanisms into the appraisal process.

Thirdly, the research employs a mixed-method approach, offering a comprehensive empirical
study of the BSC appraisal approach and its implementation effects. By combining quantitative
and qualitative methods, the study provides a holistic understanding of how the BSC-based
appraisal influences hospital operations and performance, offering rich and informative

insights for hospital executives and policymakers alike.

5.1 The ""National Appraisal’': a balanced scorecard-oriented

From the perspective of performance management in public hospitals, the "National Appraisal"
has achieved significant and positive outcomes through the adoption and implementation of a
balanced scorecard-oriented appraisal system in China's public hospitals. This appraisal system

has succeeded by emphasizing non-financial indicators (81%) over financial indicators (19%),
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thereby guiding public hospitals to prioritize "public interests” over "financial interests”. The
majority of non-financial indicators (38%) focus on internal processes, driving improvements
in healthcare quality, safety, and efficiency. Additionally, 24% of the indicators are directed
towards patients (customer dimension), successfully prioritizing patient interests in the
performance appraisal process. While health care workers (HCWSs)' interests are somewhat
marginalized, comprising only 19% of indicators, they do benefit from enhanced compensation
and development opportunities. Statistically, the indicators are distributed unbalanced, but
many indicators are interrelated and mutually influential.*?> For example, both HCWSs and
patients benefit indirectly from the improved internal processes due to its widely covered

indicators.

The review of performance management approaches in China's public hospitals indicates that
the adoption of a "balanced approach” represents a natural evolution following various
methodologies over the past seven decades. The introduction of the balanced "National
Appraisal” marks a significant milestone in China's healthcare reform and development. Its
comprehensive and balanced approach provides valuable insights and reference points for
performance management in healthcare systems worldwide, contributing to the advancement

of global healthcare standards.
5.2 Key stakeholders in Chinese public hospitals and their conflict of interests

Our study's most intriguing findings revolve around the identification of five key stakeholders
in China’s public hospitals and the imbalanced roles and interests in the “National Appraisal”.
Specifically, patients, hospital executives, and HCWs, health authorities and the public are key
stakeholders. But the “National Appraisal” indicators only encompass these first three groups,
neglecting the roles of health authorities and the interests of the public. This omission is

problematic because health authorities oversee healthcare policies, regulations, and resource
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allocation, particularly financial resources, while the public represents the broader community
served and affected by hospital services. This findings highlight the need for stakeholder

engagement in performance appraisal implementation in public hospitals.

In the context of public hospitals in China, addressing and balancing the diverse needs of the
stakeholders within the “National Appraisal” poses a significant challenge. In our study,
conflicts among key stakeholders are most evident in financial matters involving patients,
hospitals, and governments. In the second round Delphi expert consultation, discrepancies
arose regarding the classification of indicators related to patient expense increase rates. These
differences underscore the conflict between patient and hospital financial interests. Controlling
patient expense increases is in conflict of hospitals’ interests, especially amid insufficient
government funding for public hospitals. Similar findings were reflected in the archival data
from three hospitals from 2018 to 2020 that exposed persistent financial struggles, including
debt, losses, and operational strain. These hospitals heavily depended on revenue from drug
and consumable sales. Rising diagnosis and treatment expenses underscore their reliance on
such revenue sources. Local governments offered minimal support for the "National Appraisal”

implementation, leading to an imbalance in power and responsibilities.

Lastly, at a micro level, conflicting interests may arise between policy-oriented indicators and
the practical needs of patients. For example, the cost-control measures of the "National
Appraisal” could potentially strain hospital operations and conflict with clinical diagnosis and
treatment principles, thereby hindering patients’ access to essential healthcare services and
depriving HCWs professional autonomy and personal interest. In essence, when these
measures aim to safeguard patients' interests, they inadvertently compromise patients' ultimate

well-being.
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Stakeholder conflicts in the “National Appraisal” system stem from structural imbalances in
power and influence. In China’s healthcare governance, the National Health Commission
(NHC) set the framework, performance targets, and indicators for tertiary public hospitals.
Although they oversee and evaluate hospital performance post hoc through audits, their own
responsibilities—such as providing financial support or timely feedback—are not assessed
within the appraisal system. In effect, health authorities hold significant power over hospitals
but bear little corresponding responsibility. Patients and the public, despite being the ultimate
beneficiaries, are excluded from direct participation in indicator development and performance
appraisal decisions. Their perspectives are reflected only indirectly through survey-based

metrics like patient satisfaction, which often fail to capture their actual needs.

Hospitals, particularly managers and healthcare workers (HCWSs), are thus pressured to
“deliver more with less,” straining already limited resources. While managers bear the brunt of
operational responsibility under the appraisal, HCWs are the most vulnerable, with their
interests often marginalized or sacrificed. This asymmetry reflects a key principle of
stakeholder theory: formal recognition does not guarantee influence over strategic processes.
To maximize the benefits and ensure the sustainability of the “National Appraisal,” it is
essential to address key challenges brought by the power dynamics among stakeholders: the
imbalance of power and responsibility among health authorities, the mismatch between
hospital duties and available resources, the exclusion of public participations, and limited

external oversight.

5.3 Outcomes of “National Appraisal” Implementation

By adopting a balanced approach, China’s "National Appraisal” in public hospitals achieves
multiple benefits: clarifying hospital strategic goals and roles, shaping hospital priorities, and
enhancing operational and healthcare performance as well as the satisfaction of patients and

HCWs.
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The study suggests that the implementation of the "National Appraisal” consistently succeeds
in clarifying hospital strategic direction and objectives, in line with findings on BSC
implementation in non-profit organization.'? By defining key indicators across four vital areas
(healthcare quality, operational efficiency, sustainable development, and satisfaction), health
authorities have successfully used the "National Appraisal™ to align the Chinese government's
vision and strategic goal of prioritizing the public roles of public hospitals that had previously
struggled with "for-profit" practices due to inadequate funding from governments. At the
hospital level, using the "National Appraisal” as a framework and supported by hospital
information systems, hospital executives are empowered to make informed decisions that
encompass all aspects of performance. This approach has helped to streamline the complex
process of running hospitals by focusing on healthcare quality, safety, and efficiency, providing
more affordable patient care.®! Overall, the "National Appraisal” system has been instrumental

in shaping hospital priorities and clarifying their roles.

At the operational level, both archival data and stakeholder interviews highlight the positive
impact of the "National Appraisal” system on health care services and hospital operations over
time. Implementation led to the adoption of new medical technologies and IT integration,
boosting operational efficiency and patient care in tertiary public hospitals. Subsequently,
positive impacts contribute to the overall benefits of patients and lead to the improved patient
satisfaction. It can be seen that the “National Appraisal” prioritizing patients’ interests and
hospitals are guided to prioritize patient-centered health care delivery. Patients interviewed
also report tangible benefits, including easy access to quality healthcare, advanced medical
equipment, and controlled out-of-pocket expenses. This reinforces the notion in literature that

the BSC result in tangible improvements in patient satisfaction.?

Lastly, the "National Appraisal" implementation has increased heath care workers’

compensation and development opportunities, and job satisfaction. Compared to the impact on
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patients, the effect on HCWs is less pronounced which echoes the findings regarding BSC

implementation in the literature.’
5.4 Recommendations
5.4.1 Stakeholder Engagement and Appraisal Indicators Refinement

As the architects of the "National Appraisal,” health authorities wield the power to establish
appraisal indicators and oversee medical practices and their accountability is essential for
effective oversight. For example, the appraisal implementation process necessitates

coordination with medical insurance policies.

To address these challenges, we propose extending the “National Appraisal” for Chinese public
hospitals to include indicators evaluating the regional health authorities that finance and
administrate the local public hospitals. This evaluation would encompass policy support,
resource allocation efficiency, timely assessment feedback, collaboration with hospitals and

other stakeholders to share best practices, and alignment with hospital goals set by NHC.

Given the limited financial resources, with China's only 5.59% of GDP used for health
expenditure,” local governments, typically responsible for funding public hospitals, often
provide minimal assistance. This imbalance in responsibilities underscores the need for active
participation of local governments and health authorities in performance assessment, ensuring

the necessary resources for effective implementation of the appraisal.

Furthermore, hospital executives require timely feedback on appraisal results to guide
improvement efforts. Currently, health authorities have not fully utilized the collected data to
steer hospital development. Therefore, there is a need to establish a feedback and support
mechanism for hospitals by the health authorities to inform decision-making and drive

improvements in hospital performance.*®
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Regarding the absence of the public in the appraisal process, we propose two methods to
engage them. First, we advocate involving the public in hospital governance, particularly
through a performance appraisal council, as we will discuss in more detail shortly. Second, we
recommend adding indicators to assess public hospitals’ commitment to community
engagement within the appraisal framework. These indicators may encompass community
engagement activities, health price transparency, and the inclusion of community

representatives in hospital governance.

In addition, a prevalent theme emerging from the interviews underscores the necessity of
adopting a diversified appraisal approach, considering the diverse circumstances of hospitals
across different levels and geographical locations.>'® We propose tailoring performance
appraisals by considering hospital's local development, population size, administrative level,
and other relevant contextual factors. Moreover, there is a need to incorporate clinical

considerations when formulating indicators.®

Finally, it's essential to ensure a more inclusive and comprehensive integration of HCWs'
perspectives in both the design and execution of performance appraisals to ensure their voices
are heard. Specifically, considering the issues identified in this study and the significant
emphasis placed on HCWs by the WHO in assessing hospital performance,'® we argue that
additional factors such as mandating an adequate number of physicians to alleviate workload,
and equitable compensation for permanent and non-permanent HCWs must be incorporated
into the appraisal system to safeguard their interests. Moreover, it is equally crucial to involve

HCWs in the design and implementation processes of performance appraisals.
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5.4.2 Improving Governance

In assessing the performance of public hospitals, researchers®® emphasize the critical role of
governance and structure. These elements directly influence the availability of resources

necessary to facilitate processes, consequently impacting healthcare outcomes.

As part of the stakeholder engagement strategy by “strategically” engaging community,* we
advocate for the establishment of a "Performance Appraisal Council” (PAC) to oversee the
hospital leadership and performance appraisal office in implementing the appraisal. The PAC
offers numerous benefits. Firstly, it serves as a platform for stakeholder engagement by
including representatives from the community, health professionals, and academia. This
facilitates collaboration and integration among stakeholders, benchmarking at home and abroad,

fostering a collective effort to achieve shared goals.

Additionally, the PAC helps strengthen hospital governance, particularly in performance
management. Among the 26 indicators, 14 are most relevant to hospital executives, constituting
the largest proportion (54%). This suggests that hospital executives bear significant
responsibility* and are heavily involved in performance appraisal. Concentrating performance
management solely on top leadership may hinder transparency, and information flow.
Therefore, establishing a council may alleviate the burden on hospital executives, allowing
them to focus on other strategic agendas while improving hospital governance. In short, the
PAC can provide valuable oversight and support, ensuring effective performance management

processes while promoting transparency and accountability throughout the organization.
5.5 Limitations and Future Research

This study has several limitations. Firstly, despite employing various methods and data sources

for robust research, findings may not fully represent the complexity of public hospitals across
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different regions in China, given the country's vast size. A follow-up study could expand the

scope and depth of research to provide valuable insights.

Secondly, although archival data spanning three years was used to explore the impacts of
"National Appraisal” implementation, it does not allow for establishing cause-and-effect
relationships, as seen in other empirical research on BSC implementation.*> While this
approach offers insights into trends over time, it does not capture causal intricacies.
Additionally, while the selected prefecture-level hospitals offer valuable insights into the real-
world implementation of the appraisal, caution is needed when generalizing these findings to
all tertiary public hospitals in China, because substantial differences in resource availability,

and operational contexts exist across different levels of tertiary hospitals.

Lastly, key stakeholders interviewed were mainly hospital executives, with limited
representation from health authorities. Thus, the results may not fully reflect the perspectives
and interests of health authorities, compromising the generalizability of findings. Future

research may compare perspectives from different stakeholders.
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