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1.

INTRODUCTION

Innovation in healthcare depends on reconfigurationwork relations distributed across a
multi-level set of practices, including clinicalcdamanagerial decisions (Maniatoulous et al.,
2015; May, 2013). For innovations to become embéddepractice, actors are required to
work together both individually and collectively asedical innovations involve not only
technological artefacts but also supportive scaal organisational aspects. These supportive
organizational aspects might be impeded if the adief innovation results in budgetary
penalties for the healthcare provider (Maniatouletiusl., 2015). In contrast to previous studies
in the control of public services (Cuganesan eall4; Arnaboldi et al., 2015) and healthcare
organisations (Jackson et al., 2014; Petterson &t&h 2014), this paper focuses on the
influence of centrally determined transfer prices performance control purposes. In
particular, it explores the challenges faced byanigational actors seeking to nurture rather

than stymie technical improvements in public hezltb.

Drawing on an interpretive case study of a spestiakealth centre in the UK National Health
Service (NHS), the paper addresses a puzzle. Adtinkay clinical actors were keen to spread
a technological innovation, they were not beingpsufed by the financial and managerial
goals and performance management systems in thaisagion. We submit that our focus on
the cost and management issues compliments oearad on medical innovation where it is
has been argued convincingly that ‘the specifiz$oof an innovation (a new drug, computer
system, clinical intervention, professional rolalawo forth) is never isolated from its social

technical, and spatial contexts’ (May, 2013, p. 26)

Given the context of internal markets, a potentifdlitful theoretical approach is suggested
by transfer pricing practices as proposed in modextbooks. These practices and
prescriptions are often derived from an old acadediscourse informed by neoclassical
economics (Hirshleifer, 1956; Eccles, 1985). Intcast, we submit that policy prescriptions
derived from a simple and reductionist view of Emmic Man (Polanyi, 1957) are likely to be
an inappropriate way of modelling the values amick® of actors in a public healthcare system
(Martinelli and Smelser, 1990). Given that actarshsas managers and clinicians play different
occupational roles and have different types ointray, it is likely that their thinking and
behaviour will be informed by differing values, gaslities, communications and relationships
with the world. In order to conceptualise thesdedént outlooks or realities, we deploy a

relatively recent development in research methagloknown as pragmatic constructivism



(PC). This methodology focuses on the way that huatdors construct their specific realities
and explicitly rejects assumed models of actorshsag Economic Man (Polanyi, 1957,

Narreklit et al., 2006). PC methodology providesvay of comparing the reasoning of

managerial and clinical actors in relation to thkerdma of whether or not to adopt an

innovation in the context of an internal market. rilspecifically, it analyses how actors
respond to new facts associated with new clinigalcfices and potential cost-reducing
opportunities. Closely related to the PC methodgltite paradigm offers policy prescriptions,

which favour an actor-based approach to organizakicelations. Actor-based management
(ABM) rejects mechanical, top-down modes of govaogain favour of management models
based on dialogue and negotiation. (Nielsen eR@l5; Narreklit, 2011; Seal and Mattimoe,
2014).

The PC framework is based orpeagmatic philosophy; reality is defined in terms of what
works. It is a metatheory or methodological apphotiat helps to narrow the theory-practice
gap (Narreklit et al., 2006). In the transfer-prgriliterature, this gap was noted by Eccles
(1985) and still seems evident in an economicsalitee in which only one or two dimensions
of reality are drawn on (G6x, and Schiller, 200%3. the paper shows, we do not reject all
insights from the mainstream transfer pricing &tere but rather seek to develop a theory
which addresses the specific issues of the NHSngpand fund transfer system. PC and its
related prescriptive view of ABM are critical of oi&nical models of governance which fail
to engage with the values and beliefs of key payBiarreklit, 2011; 2017). In our specific
case study, a centrally determined average trapsiee may be viewed as a top-down and
mechanical model of pricing that fails to recogrtise values of clinicians who are trying to
introduce medical innovations that not only imprqegient outcomes but which can save

public money. As a result, a more creative perspecs called for.

In sum, the paper makes a number of contributiBimst, based on a socially constructed and
nuanced view of actors’ reality, the paper’'s PMimgy offers a general methodological stance
which could be productively applied to a varietyt@nsfer pricing issues. Second, moving
away from static notions of economic optimality daved in the economics-based transfer-
pricing literature (Hirschleifer, 1956; McAulay afi@mkins, 1992), the framework considers
why the desire of clinicians to innovate seemsd@bodds with the financial goals of health

service managers (Maniatopoulos et al., 2015) llgimrasponding to Eccles’ (1985) complaint



about a gap between theory and practice in transfieing, the paper proposes policy

recommendations based on pragmatist philosophiksesmearch methods.

The paper is organized as follows. In section tm@puild on previous work on transfer pricing
and we present our main methodological and thealeframework. In section three, we
explain the data collection, while in section foug interpret our field data. In section five, we

discuss our findings and, in section six, we conelthe paper.

DEVELOPING A THEORETICAL AND METHODOLOGICAL FRAMEWO RK FOR
TRANSFER PRICING

In this section, we briefly review some of the nsdiigeam economic approaches to transfer
pricing. From that point of departure, we then présour methodological and theoretical
framework, which proposes a more socially infornapg@roach to traditional transfer pricing
issues. We then use our framework to model theifspessue of organizational learning in an
NHS context.

2.1 The traditional economic approach to transfacipg

Modelling the system of healthcare financing asnéernal market with administered transfer
prices opens up a large academic literature (GQick,Schiller, 2007). With one of the seminal
papers in transfer-pricing literature (Hirschsheifd956), prescriptions derived from
neoclassical economics also informed other appesath transfer pricing with proposals for
accounting based on marginal/relevant costs (Ecti85). Although we accept the premise
that transfer prices are ‘a device for coordinatimg plans and actions of individual decision
makers in decentralized organizations’ (Go6x, ardl&e, 2007, p. 673), our point of departure
from the economics-based literature rejects singplimodels of Economic Man and naive
realist theories. Basing our approach on Ngrrekld.’s (2006) seminal paper on PC, we show
that the gap between theory and practice in transfeing (Eccles, 1985) can be narrowed
through the adoption of a constructivist, yet pragm research methodology. This
methodology can also accommodate a key deficiencghé comparative statics of the

neoclassical model — that is, the dynamic impactasfsfer pricing practices on innovation.

2.2 PC and the concepts of proactive and pragniatibs
There are a number of key principles and aims milog our approach to case study research.

First, we view the organization as a ‘social candion created by human beings...” (Nielsen



et al., 2015, p. 67). Second, the ‘ambition of dlotor-based research method is not to test a
hypothesis of an a-priori model, but to obtainghsiinto a particular type of engagement and
model of thinking that govern individuals and groofpindividuals’ (Nielsen, 2015, pp. 67—
68). Third, it is very important to understand one detail how individuals and groups of
individuals construct their reality and how theyewi both innovation and management

accounting information. To these ends, we deplBdramework.

2.2.1 The PC framework: facts, values and poss#slias dimensions of reality

The defining characteristic of the PC approacha,tin contrast to reductivist prescriptive
theories, it construes empirical material in a fearark constructed out ofraulti-dimensional
reality (Narreklit, et al., 2006; Jakobsen, et al., 20Mpre specifically, actor reality is
constructed through a synthesis padssibilities (logics), facts, values and commutica
(Narreklit, et al., 2006). The PC framework exflicianalyses thevaluesof actors, their
perception ofactsand thenstitutional constructiorof facts angbossibilities In the case study,
there are some ‘brute facts’ such as human bicéogl/physical phenomena that must affect
their reality. However, given their particular peesional backgrounds, managers and
clinicians might be expected to have different ealand possibilities which, in combination,
influence the construction of their reality. Inrtex of medical innovation, what seems to be a
logical possibility for a clinician may seem tolless compelling to a manager whose reality is
based on integration of a different set of facédu®s and communication. As we shall explain

below, this differing view on reality is summarisgdugh the concept abpos

2.2.2 The integration of the dimensions of realitye concepts of topos

Ngarreklit et al.argue that there is no set of general principles thtegrate their four
dimensions of reality; rather it is a questioniofifing a specifidcopos where toposrefers to
the concepts and arguments applied in a specifimge (2006, p. 43). Although it was
originally developed in order to visualise the domgtion of management reality (Narreklit et
al., 2006), the concept tdpos(pluraltopoi) may be applied to any actors, such as individuals

and/or collectivities, such as governments androegdions such as an NHS treatment centre.

An organizationakoposis a necessary, but not sufficient for organizalosuccess. If the
organizationatoposis top-down and mechanical, then there may beeaiéesof illusion either
in the individual elements or in the integrationvibeen the elements. A mechanical mode of

governance may also impede another desirable pyoperganizational learning. This



property may be related to a capacity to develog, qumst as importantly, to implement

innovations into organizational routines (May, 20M&niatopoulos et al., 2015).

2.3 Organizational learning processes from a PCspective: proactive and pragmatic truths
In PC, organizational learning is seen not justaaslesirable aspect of organizational
performance but, more fundamentally, as a way talbdéishing a form of ‘truth’ with which to
analyse the validity of performance measuremenédas budgets and accounting data. As
Narreklit et al. point out, the conventional view accounting is that ‘accountants provide a
neutral and objective representation of an undeglyeality...” (2007, p. 180). Pointing out
that this paradigm of realism is not even belielgdccountants themselves, Ngrreklit et al.
(2007) propose an alternative basis for validitgvelm from PC but supplemented with the
concepts opro-active truthandpragmatic truth Pro-active truth may draw representative and
corresponding methods as a way of developingamnteperspective of an organization.
Introducing a distinction between pro-active tratid pragmatic truth, Ngrreklit et al. explain

the distinction as follows:

Proactive truth is truth we achieve when we comtheecriteria of correspondence and
coherence. Pragmatic truth is the realized redthile proactive truth gives us
expectations and anticipations, pragmatic trutls &3 whether our expectations were
realistic. The proactive truth is based on our kieolye, concepts and calculations
(2007, pp. 196-197).

The difference between proactive and pragmatit toyiens up the possibility that actors can
engage in a learning process termed the ‘pragmatitsith’ (Narreklit et al., 2007, p. 197).
Over time, organizational actors compare proadtivéh claims with actual outcomes, that is,
with pragmatic truths, in order to test whetherirtlexpectations, perhaps based on theories
derived from their institutional and organizationahvironments, accorded with their
experiences in their own organization. For examgeye shall see in our case study, cost data
on surgical procedures may not have the expectpddtron managerial decision-making, not
because they are faulty from a representationalpgetive but because they are different from
the centrally determined costs that inform the ipiiculations of the treatment centre. As
shown below, a fresh costing exercise is undertéietiis study where costs associated with
all surgeries are calculated from primary datawksshall see below, clinicians may expect
thatif they can show that a medical innovation coststless current practicéhenthey may
test this theory by comparing the costs of the wergsus the old practices.



2.3.1 Deploying the concept of topos to model fifferahg realities of various occupational
groups in an NHS hospital

At this stage of the paper, we deploy the PC fraatkwo show how the reality of each
occupational group can be constructed. As eanigr,propose that reality is constructed
through the integration of four dimensions: valuasts, possibilities and communication, as
shown in Figure 2. The occupatiortaposis very general as specific values, facts andnso o
must be derived from fieldwork. We would anticipgven hope!), however, that the
occupationatoposof the managers will be different to that of tHmicians. The empirical
guestions then become: What is the relationshipvdmt the different occupationadpoi?
More specifically, how will the actors respond tewnfacts such as the emergence of new
clinical practices and on the relative costs of dliernative treatments? Will the interaction
between the differentopoi lead to the sort of creative friction (Stark, 2p0g€hown
schematically in Figure 2? As ax antemodel of thetopoi of the main players, Figure 2
represents a possible proactive truth (Ngrreklitakt 2007). The pragmatic truth, as
demonstrated in learning and knowledge creatiors, tesulted in the embedding of an
innovatory medical practice (May, 2013; Maniatogodd al., 2015). The proactive truth of the
innovatory model shown in Figure 2 is, at this stamnly a tentative hypothesis. The pragmatic
truth of the model can only be determined througtexsamination of fieldwork on clinicians
and managers as they react to a specific technaal commercial challenge.

Figure 1 The PC framework: facts, values and possibilities adimensions of reality
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Figure 2. A general model of occupational topos (adapted from Norreklit et al., 2006)

Management topos Clinical tonos

Logics Facts Logics

S

Communication Values Communication Values

Topos based on organized
dissonance principles

-~ Area of friction for contrasting realities
N

We now consider our empirical material as a wagno¥ing from proactive to pragmatic truth
(Ngrreklit et al., 2007).

3. THE CASE STUDY

3.1 Data Collection

The case study was conducted at a specialist loaadtltentre located in the Eastern region of
England.The researchers had an introductory meeting wiehadithe surgeons and the clinical
director of the centre. They explained that theirppse was to better understand the cost of
traditional surgery and innovative surgery so tiay could study the costing processes in
depth. The aim was to see if one of these groupargeries appeared to be more cost effective
than the other through comparison of costs withrdnesfer prices in place at the time of study.
The clinicians were interested in this issue. Tagrieed to help the researchers. After securing
access to the centre and going through the etlpicadedures required by both parties
(approximately 6 months of preparation process)réisearchers visited the centre regularly
twice or three times every month. During the fietdky the researchers kept a diary for
observational notes and any additional informa#ibout the case. This was supplemented by
various internal documents such as costing reporasiagement related documents, agendas
and minutes of relevant meetings, booking infororatabout operating theatres etc. These



documents were used to prepare a new costing egduri all the surgical procedures carried
out at the centre during the fieldwork. To compleméhe costing, documentary and
observational data, the researchers conducted téadace interviews with clinicians and
managers. The aim was to investigate the perceptibthese two groups in relation to costs
calculated so that their perceptions of realitgrtirthe theoretical perspective of PC) could be

understood and compared.

The centre was providing a range of surgical prapesl As this paper reports, some of these
surgeries were classified as technologically adedrar innovative surgeries. Other surgeries
were described as traditional method or open si@gefmhe field research lasted about 8
months(October 2013 — May 201490 generate fresh costings for all the surgereesiucted
during the study period and to collect other datduding clinical information about both types
of surgeries. The costing data were used in deagrthe dimension of ‘facts’ in the managers’
toposand in comparing the proactive and pragmatic siuBinancial and clinical data were
supported by qualitative data collected througlerinews, non-participant observation in
meetings and informal talks with managers and ahmis. This supplementary qualitative
dataset was used to describe the other three diomsnsf PC as well as how these dimensions
and the dimension of facts interacted in generdtiegoccupationdbpoi of the clinicians and

managers.

During the fieldwork, over 200 surgical operatiomsre undertaken. All direct labour and

material costs of these surgeries and costs ofitabsed days were manually collected from

relevant accounting, clinical and management rgpdrhese costs were then compared to
average costs used as transfer prices to allogatknfy to the centre. The purpose was to see
if there were any significant differences betweas ¢osts calculated and transfer prices used
in the NHS. This comparative costing dataset waplsmented by observational notes taken
during six management team meetings, informal gsioms and seven one-to-one interviews

with theindividuals listed in Table 1. The average lengtimterviews was 37 minutes.



Table 1. Interviews

Interviewee | Job title Manager or Clinician Duration of the
no interview
1 Clinical Director Lead clinician with 37 mins
overall general
management
responsibilities of the
Centre
2 Consultant anesthetist Clinician 28 mins
3 Consultant anesthetist Clinician 32 mins
4 Trainee surgeon Clinician 57 mins
5 Trainee surgeon Clinician 43 mins
6 Service manager Manager 36 mins
7 Operational manager Manager 32 mins

Guven Uslu, et al. (2013) explain in detail thegstal procedures that are provided in similar
specialist centres. The flow chart in Figure 3gtakrom their study, shows the steps required
to make a decision on which type of surgery to taeutaken. As the figure shows, innovative
surgery is shown as the Process B on the map, a$éne open surgery, which is considered
as the traditional method of surgery is shown ad?tocess C on the map. Both the innovative
surgery and the open surgery were on offer to pti@ho needed to have a surgery for their

treatment at the centre. However, there were sa@&tid operational and clinical outcome

differences between the two processes (see Tdixéo®d).

Figure 3. Flow chart of medical procedures in theecstudy (taken from Guven-Uslu et al,

2013)
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Figure 3. Flow chart of medical procedures in the &se study
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Table 2. Comparison of process details for an innovativgeyr versus a typical open

surgery

Innovative surgery

Open surgery

Operational aspects

Hospital stay

Shorter hospital stay

Longer hospital stay

Operative time

Longer operative time

Shorter operative time

Equipment used

Expensive and highly technical

Routine equipment without ext

investment

Expert knowledge

Expert surgeon in laparoscog
surgery (advanced procedures)

Qualified surgeon

Clinical aspects

Recovery period

Quick post-operative recovery

Losgpvery period

Blood loss

Reduced blood loss

Greater blood loss

Blood transfusion

Less need for blood transfusion

rea®r need for blood transfusions

Infection rate

Lower infection rate

Higher infecticate

Need for medication

Decreased analgesia requireme

nHigh analgesia requirements
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Health condition Used mainly in benign conditions Can also be used in suspected and
malignant conditions

Complication rate Higher complication rate Lowenmplication rate

In the remainder of this section we first expldia tlinicianstoposwhere the four dimensions
of PC are discussed with help of the qualitative @mical factual information. Following that,
we present théoposof managers. For that purpose, we use the costitaget and centrally
set transfer prices shown in Table 4. We showwleedccupationalopoi separately so that we
can then explain the areas of friction and whyekisting transfer pricing practice of standard
average costing does not seem to generate eitheutbome favoured by the clinicians, or the

most cost efficient outcome for the NHS.

A case study approach is used to collate the ahosaatitative, qualitative and observational
data in order to provide in depth explanation t® tbsearch questions. Cooper and Morgan
(2008) define case study research as * an in dapdhcontextually informed examination of
specific organisations or events that explicitlgliass theory’. Thomas (2011) suggests two
main elements for case study research that aréstemtswith this definition: the subject of the
case study (the thing that is being studied) amddibhject of the study (the theoretical and
analytical frame). The subject of the study in ti@isearch is the specialist health centre. It is
chosen as ‘exemplary case’ to study the phenom@nadmtman, 2014; p.121). This approach
is also consistent with the PC methodology and rttetary, which is the other element for

case study research.

Single case study analysis, has however been $ubjec number of criticisms. The most

common of these are the methodological rigour,aebeers subjectivity, and external validity.

According to Thomas (2011, p.511) in spite of thetfthat case study research is used in
several disciplines, ‘there is little in the wayarfyanisational structure to guide the intending
inquirer’. Flyvbjerg (2006) discussed this as ohthe five misunderstandings related to doing
case study research and concluded that conductiad gase studies is valuable for social
sciences. Neopositivists, such as Ruzzene (20i2)Ypoanake case studies more objective and

generalisable, suggesting possible ways for chgakxternal validity.

As stated by Cooper and Morgan (2008) case stadgedifficult and challenging to undertake

in accounting research. They conclude that the midficulty of case study research is ‘how
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to assess it'. To address this, they advise to hkegr evidence of adequate immersion in the
case in terms of the range and documents studiestyiews conducted, time spent in the
organisation and the range of sources used. Thetyhad the researchers need to specify the
conditions of access, their independence from dwple studied, to convince the readers that
the information is valid. In addition to those sifieations, the contribution to and the use of
theory must be articulated. We have followed tigeidance and explained for our case study

all of the issues that they raise.

3.2 Conceptualising the Multiple Occupational Topoi
3.2.1 Occupational Topos of Clinicians

This section explains the four dimensions of clams’ topos based on their professional
values, clinical and managerial facts, possibsitieey perceive and communication that they
engage in. The concepts of proactive and pragrtratit are referred to explain the integration
of these dimensions.

3.2.2 Facts

The clinical team at the centre consisted of oneical director, four consultants (two
experienced consultants with more than 15 yeaggs@érience and two more junior consultants
with less than 5 years’ experience), two trainggsatiants, four nurses and two anaesthetists.
The clinical director was an award-winning surgeotih an excellent professional reputation,
both nationally and internationally. He had beesdirg the centre successfully for over 4
years. The trainee surgeons were employed at thteecas part of their 2-year rotation and

were preparing for their professional examinations.

Laparoscopic surgery included seven different typlesurgical procedures. It had a shorter
lead time with fewer complications during aftercaltewas essential that an experienced
surgeon was leading the surgery and oversaw thecafe. Open surgeries, however, offered
limited variety with only three different types elirgeries. Compared with laparoscopic
surgery, open surgeries had a longer lead timeadngher possibility of complications during

aftercare. However, open surgery has been offetetthea centre for long time and was

compatible with the human and other resourcesaail As it did not involve competent use

of the laparoscopy equipment, all clinicians copdatform open surgery, compared with the
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limited surgeon capacity for the technologicallyauiced laparoscopic surgery. Open surgery
was perceived to be part of the routine surgicalise, without pressure of constraints around
technological and/or expert knowledge or availapiiif time slots in the operating theatre.

Junior doctors felt comfortable with undertakingsthrocess. It constituted more than 65% of

all surgical operations provided at the centre gererated about half of the total income.

In sum, laparoscopic surgery had better healthooues for patients compared with open
surgeries, causing open surgeries to be repladddaparoscopic surgery in some other health
systems. Consequently, clinicians at the centrestqpreed the management processes in

relation to technological conservatism.

3.2.3 Values

Evidence for the professional values of cliniciaves collected through interviews, informal
talks and observation of discussions in meetingsin€e surgeons were concerned about the
very limited possibility of practicing laparoscomsargeries. They shared their concern with
the clinical leader and decided to write a repbud this issue to be presented at their oral
examinations. These individuals appeared as emtticssurgeons who were willing to make
genuine improvements to their practice. They weotivated by professional values of saving
and improving the lives of patients, possibilityinEreasing capacity to treat more
patients quicker and a willingness to make an irhpatheir practice. The following quotes

from a trainee and an experienced surgeon refieat émotions and disappointment:

It is deeply concerning to me that | am not ablgabthe best out of my training in this
specialty. How will we grow the experienced surgecapacity in this specialty if we
can not practice how to use this piece of equipfditis is not logical. (Trainee

consultant)

Theatre times are blocked out for open surgeriex] the hours are limited for
laparoscopy. This is frustrating as a few time$ailtgh | had the time there was no
space and therefore the relevant teams were natyrdaremember the trainees were
disappointed. (Experienced consultant)
The clinicians’ comments implied that their professl values and current modern practices
of laparoscopy were being suppressed by organiedtjorocesses and structures that were
designed top-down and away from their professiprattical world. Their proactive truth and
the pragmatic truth did not match, as these quastdghe volume of the two types of surgeries

indicated. Trainee consultants were at a loss gerstanding why this was happening and
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expected more — and clearer — communication agalirvidence indicated that it would be
more beneficial to perform laparoscopic surgeries.

The other constraint in relation to laparoscopigsety was the limited number of experienced
consultant surgeons able to perform these surgeigsrd issue raised was the difficulties in
booking the operating theatre for laparoscopic eyrgAll of these limitations and constraints
resulted in laparoscopic surgery not being perfarmath the frequency desired by the
clinicians. Next, the third dimension of PC - ‘comnication’- is explained in relation to this

dilemma.

3.2.4 Communication

This section addresses the communication intermediand styles that clinicians used when
sharing information and ideas about this dilemnadh lwithin and outside the hospital. The
consultant surgeons were part of established n&saafrprofessionals from both the UK and
other countries and therefore received continuggdates on changes and advancements in
their specialties. It was through these profesditnies that they were convinced that the use
of traditional methods should gradually decreas# las replaced with newer, more modern
treatment methods and surgeries. This would alableran increased number of surgeries to
be performed and the possibility of increasingcgfficy in the medium to long term. Internal
communication between clinicians and managers eggslar and mostly formal. Clinicians
were informed that the centre was in financial be¢abut were reminded that this was a
difficult position to maintain. They were expectedconsider the resource implications of any
suggestions for making changes to the existingsepathways. One of the junior consultant
surgeons commented as follows about internal convation between clinicians and
managers:

We often are in touch with our manager in the dapant here. Apart from that | don't
think we get engaged so much with management atidiae making. We operate
within a defined and structured system of allocdbegks for particular tasks. It is not
always easy to follow what is happening at othettgaf the centre or for all other
surgeries. Perhaps the director would know aboasémore.

This opinion indicated that communication chanmigdisnot exist for clinicians to discuss with

managers what they perceived as a practical salato to suggest alternative possibilities to
make it work. This evidence also showed that dlams were active participants in external
communication channels and were updating theiggsadnal knowledge through this network
and various other sources. Compared to this, insidénospital the communication between
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managers and clinicians was formal and limitesceimis of information-sharing and designing

of joint action plans.

3.2.5 Possibilities

The ‘possibilities’ dimension captures the reflexinmature of individuals and groups of

individuals who see logics as enabling the consteottitoring of both existing and alternative

practices. Here, we use the concepts of proactidgpeagmatic truth to capture the clinicians’

perceptions of possibilities. The proactive truthcbnicians was mostly designed by their

expert knowledge and facts about the two typesuojesies framed by their occupational

values. All clinicians were in favour of replaciogen surgeries with laparoscopic surgeries
because of the established health and recoveryitseddis view represented their pragmatic

truth. When questioned about the costing of lamameis surgery, one of the experienced
surgeons commented as follows:

All we know is that the centre receives more maviggn we do open surgeries. Is it
because laparoscopic surgery is more expensive®'l think so. It might seem as if it
is more expensive because of the technical ddtailg is actually more efficient, much
quicker and | would think better value for money.

| think if we did all surgeries with laparoscopy weuld be able to treat more patients
and then bring more money to the centre in the uamedind long term.

Table 3. OccupationalTopos of Clinicians

Facts Logics — Possibilities
Centre of excellence Technically advanced
Scientific evidence surgeries/procedures
Continuous flow of patients (national) More surgeons with new knowledge

Provides laparoscopic (new) and open (old) surgdgtter health outcomes
Financially balanced or with surplus, but hard to| Helping more people
maintain Career aspirations
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Communication Values

College guidelines Saving lives

Best practices, benchmarking Improving health

Professional networks Learning, adapting
Professional media Timely and accurate decisions
Training

The proactive truth of the clinicians was reinfatdgy their belief about the effectiveness and
efficiency of laparoscopic surgery as well as tleanfidence in terms of the potential to
increase the number of patients, hence increasownie for the centre in the medium to long
term. A gradual shift from open surgeries to lapaopic surgery was perceived by clinicians
as the proactive possibility to increase the nunadbexxperienced surgeons while helping to
fulfil the career aspirations of trainee surgeons.

Table 3 summarizes the four dimensions of the cattoipaltoposof clinicians. As explained
above, the integration of these dimensions showsdiimicians produce their reality and the
proactive truth for laparoscopic surgery to be ii@n surgical procedure provided at the

centre. We can now contrast their realities anthsrwith those of the managers.

3.3 The occupational topos of managers
Data on the four dimensions of PC in relation ®ranager’s perceptions were selected from
the notes taken at meetings between cliniciansvaarthgers as well as during interviews with

the service manager and operations director.

3.3.1 Facts

The financial facts about the centre were as fa@lolhe surgical procedures brought a steady
stream of income of around 60% of the total anm@dme. Laparoscopic equipment was used
continually by health technicians and trainee dactor diagnosis. For the treatment, however,
it was possible to offer eleven different categonésurgeries. These are grouped as surgeries
with use of laparoscopy (7 types) and without usdaparoscopy (3 types), indicating
traditional 'open surgery' and one type of opemenyr that was assisted with laparoscopic
equipment. Although more variety was offered iral@scopic surgery, the majority of income
was received from open surgeries. The centre wasidered a centre of excellence in its
specialty with a steady stream of patients refenadnly from their own region but also from
other regions.

3.3.2 Values
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The managers’ occupational values were highly erfeed by the existing performance
management systems in place in the NHS. The mamagement control tool was the budget
which was perceived as the main reference pointfifmncial issues. According to the

operations manager and the service manager, theyfallwing the financial and managerial

rules and procedures of the NHS, and the centrepesisrming well:

We are governed by the rules of commissioning amtiave a responsibility to make
sure that we continue receiving sufficient incomethe centre. We are in a good
position financially and operationally....

According to the cost, quality and performance datbrs, they were doing better than
comparable centres and therefore did not haveeason or incentive to engage in discussions
about service redesign or work reconfiguration. wWasked about the high volume of activity
for open surgeries, they mentioned that the clinissdifications of surgical decisions were out
of their remit. However, they commented that it Wddoe to the benefit of the centre to improve
the surgical procedures that they were relativetyarefficient and better at, and that these
appeared to be the open surgeries. More than hdlesurgeries were open surgeries and all
surgeons were qualified and sufficiently experiehtteperform these. Increasing the number
of laparoscopic surgeries meant increasing the eumbexperienced surgeons. This was not
considered an easy and cheap undertaking and alsoldhean investment in new laparoscopic
equipment. According to the operations manager:

These issues are business decisions. For any sé tteehappen, it is essential that
business cases are prepared and explained at tledblevel. We have not done
anything in relation to those yet. Also the finahend operational benefits need to be
shown.

The service manager commented as follows:

We are efficient in a number of open surgery pracesl and we would prefer to
continue with those...These are our core activittdh@operating theatre and perhaps
these are supporting the financial burden of sofm&uo laparoscopic surgeries.

3.3.3 Possibilities

The managers’ perceptions of ‘possibilities’ wehe tother important contributor to the
described friction as they were considerably déferfrom those of the clinicians. Their view
of what was possible was bound by the rules of teemasfer to the centre according to centrally
determined transfer prices. Since the existing éa&ork served their values of increasing
efficiency and maintaining financial surplus, th@ras no reason to question the operational

flows or quality of the service; from these pergpes, the centre was one of the best in the
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country.

3.3.4 Communication

The main communication intermediaries that the mgarsaused for internal communication
were formal and informal meetings and managemeaotrdents. Key pieces of information
that were used in these management meetings welgetauy information, together with
institutional benchmarking comparisons, NHS guitedi and reports. These documents
included both financial and non-financial infornoati The tariff prices that we refer to as
transfer prices in this paper were not mentioneth@se reports. When asked about the data
presented here in tables and whether or not these wsed in discussions with clinicians, the
operational manager commented as follows:

We usually do not have time to go into that mucpthden our meetings with
clinicians...We know they have suggestions to asgdaparoscopic procedures but we
would need to financially and operationally justthese, with detailed costings and
expected savings, etc...

The managers were active and influential in comration and were aware of the current
status of the service or, in PC terms, the pragniatth surrounding the dilemma. They were
better informed than the clinicians about the tofitnal financial structures and the
boundaries of the existing performance managemgsiers. This affected their view of
proactive truth and hence the possibilities of wtaild be done for the centre to continue
running successfully. Table 4 summarizes the famedsions of the managers’ occupational
topos The differences in perceptions of these two gsaegulted in a disagreement, and what
we call the ‘area of friction’ emerged between tive occupationatopoi. Below, we explain
this area of friction and discuss how a betterradteve could be devised between the two

groups.
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Table 4. OccupationalTopos of Managers

Facts Logics — Possibilities
Provides laparoscopic (new) and open (old) surgengreasing efficiency
Financially balanced or with surplus, but hard to| Improving financial outcomes
maintain Maintaining operational outcomes and
Budgetary control responsibilities quality

Tariff prices

Communication Values

NHS guidelines Efficient and effective service
Reports and other documents Meeting performance targets
Formal and informal meetings Maintaining service quality
Professional networks

3.4 How new cost information highlighted the arddrwtion between the managerial and
clinical topos

As reported, neither of the two occupational grodigsussed the detailed costs of the various
types of surgery. In order to explore these issties,researchers calculated of detailed
information about activity times and costs forHll categories of surgeries. These costs were
calculated from manually collected data at the reer@nd therefore included the costs
associated with each procedure. According to tigerrés calculated with actual costs,
laparoscopic surgeries were cheaper to performgbiare types of open surgeries. The average
cost of all laparoscopic surgeries was £1,172.4fgreas for open surgeries the average cost
was £1,428.22. The costs highlighted the fact ¢batplicated laparoscopic surgeries (type 6
and 7) were more costly than other two types ohopérgeries, whereas all other types of

laparoscopic surgery were considerably less expertisan open surgeries.

The corresponding transfer prices (or ‘tariff pgce NHS terminology) for all 11 groups of
surgeries were searched for in the National Tamifte database and used at the time of
investigation. Table 5 shows the costing data fbitypes of surgeries and presents these
figures, as well as the differences between thsai®ach type of surgery and the tariff prices.
It is evident from the table that the surplus gatest from certain open surgeries was extremely
high compared with the efficient but less surplesayating laparoscopic surgeries. Also,
laparoscopic surgeries with hospital stays of Zahgt not generate a surplus but small deficits.
Within the boundaries of the sensitive financidbbae between these two types of surgeries,
the centre continued to operate successfully witktiag work processes defined for several
years. There was no evidence of any planning tonfeguration work processes in order for

more laparoscopic surgeries to take place. Thiw wias the opposite of what the clinicians
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perceived as proactive truth, as explained prelyous

Table 5. Comparative operating times, costs of surgeries and differences between costs & transfer

prices
Type of Average Staff cost | Cost of Equipment | Total (A+B+C) Tariff Prices | Difference
surgery operating (A) stay cost (Transfer (transfer prices —
theatre tune (B) (© prices at Total)
average
cost)
Laparoscopic surgery — | day stay
Type 1l 50 ming £251.00 £148.94 £616.18 £1,016.12 £1,495.00 £478.88
Type 2 30 mins £150.60 £148.94 £616.18 £915.72 £924.00 £8.28
Type 3 30 mins £150.60 £148.94 £171.70 £471.24 £1,495.00 £1,023.76
Type 4 60 mins £301.20 |£148.94 £301.70 £751.84 £924.00 £172.16
Type 5 90 ming £451.80 £148.94 £881.00 £1,481.74 £2,978.00 £1,496.26
Laparoscopic surgery — 2 days stay
Type 6 90 mins £562.50 £297.00 £016.14 £1,775.60 £1,495.00 -£280.60
Type 7 105 mins £656.25 | £297.00 £841.61 £1,794.86 £1,495.00 -£299.86
Open surgery — 2 or 3 days stay
Type 8 110 mins £687.50 £297.00 £931.18 £1,915.68 £6,726.00 £4,810.32
Type 9 150 mins £937.50 | £446.80 £1,121.14 £1,567.96 £1,495.00 -£72.96
Type 10 60 mins £301.20 £446.80 £53.00 £801.02 £2,978.00 £2,176.98
Open surgery assisted with laparoscopy — 1 day stay
Type 1l |60 mins [£343.20 [£14894 J£67220 ] £1.164.30 £2,978.00 [£1,813.70

The facts and costing data collected at the cgmtreided more insights about the pragmatic
truth that the managers described. When comparbdhg proactive truth that clinicians were
promoting, the pragmatic truth of managers appeagda less-than-optimal situation.
Clinicians were inclined to work to achieve thenogctive truth whereas managers were
content with the pragmatic truth within the reqments of the performance management

system.

As can be seen in Table 5, open surgeries genearaisglrevenue than laparoscopic surgeries
in average cost and tariff price (transfer pric@nparisons. Paradoxically, the tariff reflected
the fact that laparoscopic surgeries were a mdi@ezft type of procedure than open surgeries
and hence generated less income, which was camsigigh the surgeons’ perceptions.
However, there were some significant differencdsveen the tariff prices of open surgeries
and the cost at which these surgeries were pertbamhéhe centre. It was apparent that the
centre was significantly more efficient than otlentres in the provision of certain types of
open surgeries (types 8, 10 and 11). As a re$dy, were generating a very high surplus of
more than £2,000 per open surgery, on average. \ihieris compared with the surplus
collected through laparoscopic surgeries, it waglest that the open surgeries had a
considerably higher and more positive contributidhe resultant financial success and the

relative efficiency of using the existing procedui& open surgeries were perceived to be
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essential by managers. When this information waseshwith trainee surgeons, their reactions
were as follows:

We were not aware of these differences. Yes, #iergome financial benefits to do for
example Type 8 open surgery but we can perforradhee treatment with for example
Type 6 laparoscopic surgery. There is not the sameunt of financial surplus with
that treatment but probably we can treat more patiaf we train in that procedure
and perhaps we would be able to make a higherigesibntribution in the long term...
If we continue with the existing logic and basedhmse figures, then | am afraid there
is no possibility for further application of lapasoopy in this specialty. This does not
look very promising for trainees. ...

4 DISCUSSION OF THE CASE STUDY: APPLYING THE CRITERION OF
PRAGMATIC TRUTH

The cost data calculated in this study helped tabéish a proactive truth about the two types
of surgeries. The pragmatic truth of managershasdalised results, was different from what
the proactive truth of clinicians had indicatedtdeevealed that these two were distinct from
each other. The key question is: Is thpos‘real’ in the sense of avoiding illusions? If teer
are illusions, are they because of problems irviddal dimensions (e.g. a faulty construction
of facts)? Or are they due to a failure to integrdite dimensions? In our field work, the
clinicians and the managers each seemed to halentegirated models of reality. However,
the organizational outcome actually revealed aagetack of strategic ambition in the sense
that the system was not delivering enough innowatio particular, the clinicians perceived
that the wider governance model was not worldsgvell as it coultbecause it did not integrate
the possibilities of cheaper and clinically supeti@atments. Each occupational group had
their own reasoning and explanation as to why they their particular view of the reality.
Better communication between these groups of actoght have enabled these different
perceptions to be discussed leading to a jointiynéml, mutually beneficial organisational
reality (Narreklit, 2017) Unfortunately, the actoexperienced difficulties in developing
effective communication so that their proactivethsu could be aligned to reach an

organisationatoposwhich reconciled both commercial and clinical \&su

In Figure 2, we proposed a model based on orgamizsdnance. The costing database was
perceived and used differently by differéopoi simultaneously. The proliferation of multiple
understandings and multiple performance-managemegréctations reinforced the dissonance
in the system but, in contrast to the examplesl@dteStark (2009), the organizational frictions
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were not a source of creativity or new organizalgractices. Unfortunately, the pragmatic
truth in the fieldwork revealed dysfunction rathlean organized dissonance. The new costs
calculated revealed the proactive truth supportethé clinicians'topos The pragmatic truth
reflected that costs used at the centre were eémilaccording to existing top-down cost
allocation methods of the NHS. The financial incoofi¢he centre was based on mechanical
governance ideals of transfer pricing accordinthi® existing costing exercise. This approach
rejected the proactive truth calculated based erbtittom-up costing exercise undertaken in
this study for the innovative surgery. As a consgme of this, organizational learning did not
take place as innovation was not embedded as #ferprd treatment. In terms of our
theoretical framework, there was an impedimenetdising the pragmatic truth proposed in

the theoretical model. Future studies could ingasé methods and approaches to achieve this.

4.1 The national tariff as an example of mechangmalernance

From a PC/ABM perspective, the journey from proaetio pragmatic truth was impeded by
an approach informed by mechanical rather thanrd@sed governance. The mechanical
approach reflected the philosophy of the average aod the ‘average hospital’ (Llewellyn

and Northcott, 2005), which is the system of natldariffs. The clinical outcome was very

similar to that found by Maniapoulos et al. (20irb)hat innovation could save money for the
whole system (NHS) but not for an individual hoapitParadoxically, in their case study,

innovation was not hindered by an imposed natitaréf but rather by its absence.

From our theoretical perspective based on a readfitrgnsfer pricing theory, we would argue
that a negotiated transfer prigmtentially improves communication between actors and
provides incentives for an innovation to be implated. This approach is also consistent with
the spirit of ABM, which prescribes locally derivadtor-based solutions rather than top-down,
centrally-determined regulations (Ngrreklit, 202Q17). Yet negotiations will not produce the
outcomes suggested by transfer pricing theoryeifaverall incentive system is flawed.

5. SUMMARY AND CONCLUSIONS
This paper addressed a dilemma where two occupdhtigroups perceived a particular
technological innovation in different ways, as expéd through the concepts of proactive and
pragmatic truths of PC methodology. Clinicians wereestioning the limited use of the
technology despite its operational advantages aatthbenefits to patients. Managers, on the

other hand, were unwilling to increase the usenhsf technology because of the implications
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of such a change were a possible decrease imiugcial income that the centre was receiving.
In PC terms, the clinicians argued for a proaditivéh of gradually shifting from the traditional
method to a more modern, innovative surgical metfidey believed that this would help to
increase the effectiveness and efficiency of tleie® However, the managers’ explanation
of pragmatic truth was as follows: as the trad@lomethod was generating higher financial
income to the centre and was more in line with ¢berent capacity, continuing with the
traditional method would maintain the financial angderational success of the centre.
Therefore, they perceived no apparent need or aygenshift from the traditional to a more

modern method of surgery.

The main point of departure between the two truths caused by the transfer prices of these
two surgeries. According to the costs of surgetgutated during the fieldwork and compared
with the administered transfer prices, it was app@ithat the centre was one of the most
efficient providers in the country for some typdstraditional surgery. This resulted in the
generation of high financial surpluses for the cmnEven though the technologically more
advanced surgeries were also performed efficietitt/surpluses that these services generated
were less than the surplus from the traditiondinégues. In sum, centrally determined transfer
prices and the way they are used to calculate iecoesulted in the friction between the
managers and clinicians, as they perceived thevatian described in this paper from two
contrasting occupation&poi.

From a transfer pricing point of view it could beaed that goal incongruence resulted from
the imposition of centrally determined prices (Mé#&yu and Tomkins, 1992). From this
perspective, the issue of communication highligtglbdve could perhaps be solved if parties
had greater commercial freedom and could negotiae prices. The difficulty with this
proposal is that it faces the politically emotiverge of ‘privatising the NHS’, as negotiations
would only be meaningful if they were accompanigdhe sort of profit incentives that are
associated with private-sector markets. This prabosould also conflict with our
methodological stance, which explicitly rejects thductionist models of Economic Man and
a single path to a single optimal solution. As veaé argued through our PC framework,
individuals and groups have rich and complex omfiel®, which offer possibilities for diverse
communication strategies and different paths (ielet al., 2015) towards the desired goal of

medical innovation. Furthermore, in large and camplrganisations such as the NHS, leaving
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the decision of transfer pricing to inter organisal negotiations could have the potential to

cause chaos in the implementation of new treatments

Reviewing the policy issues in terms of our metHogiegal and theoretical framework, the
challenge for the NHS is to develop a manageopbsthat tolerates ambiguity and does not
suppress friction between groups but seeks to iselitlas a way of nurturing organizational
learning. As shown in Figure 2, the challenge isaovert the proactive truth of the model into
an enacted, pragmatic truth. The policy challesgee of promoting a process of engagement
between the diverse occupational groups and thiaridg occupationatopol. Avoiding a
top-down ‘command and control’ model of governanostitutional mechanisms need to be
designed which caroutinely promote the spread of new surgical proceduresatiganot only
clinically superior but, as this case illustratee often cheaper than the existing procedures.
This policy issue is not a simple one of ‘more”less market’ but rather a combination of
coordinating mechanisms that promotes organizdtitesning in the NHS and support
technical innovation. The problem does not liehim differentopoi of the various occupational
groupings in the NHS. The diversity of viewpoinssimevitable and could be productively
reconciled in an administered managed market ichvtransfer prices are more carefully and

more frequently re-calculated.
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