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CHAPTER I 

INTRODUCTION 

The modern hospital is the institutional center around which the 

nation's health care system revolves. To those involved in the 

management of one of the 7,000 hospitals in the United States, either in 

.a professional capacity or as volunteers serving on governing boards, it 

may appear that the hospital itself is revolving due to the tremendous 

changes which are occurring that affect the health care industry. 

Principal among the changes and of most significance to hospitals is 

the injection of competition into the nation's health care system. While 

competition has existed in some form almost from the beginning of the 

hospital movement in the United States, the pace has quickened 

substantially since the late 1970s and shows no signs of abatement. 

The pro-competition approach has its genesis in the Reagan 

Administration and is being encouraged by various forces in the nation 

that hope free market forces will accomplish what regulation has not; 

namely, to gain control of what has appeared to be almost runaway 

escalation of health care costs over the last several years. Perhaps the 

efforts of the Reagan Administration can best be expressed by quoting 

Richard Schweiker, former secretary of the Department of Health and Human 

Services, who described in 1981 the administration's competitive 

philosophy in the following: 

We want to loosen the forces of the market to make the 
health care industry more competitive—which we believe is the 
single greatest force for controlling price while providing 
quality care. Competition is our highest priority in the health 
field. 

1 



The latest figures released by the United Stated Department of Health 

and Human Services help to explain the tremendous interest in controlling 

health care costs. In 1983, the nation spent $355 billion for health 

care. The total is a record amount and is the equivalent of $1,459 spent 

for every American and represents 10.8 percent of gross national product 

(Washington Memo, October 12, 1984). 

Since hospitals in the United States received $147 billion or 41.4 

percent of the total spent on health care in 1983, they are being singled 

out as one of the elements in the health care delivery system most in 

need of economic correction. 

The new competitive approach to containing health care costs has the 

attention of the nation's hospitals. They are learning to compete not 

only with other hospitals but also with a variety of new alternative 

forms of health care delivery outside of the traditional hospital 

setting. Developers of and investors in these alternative forms of 

health care delivery sense economic opportunity in the industry and are 

aggressively trying to carve out niches in the marketplace, often at the 

expense of hospitals. Examples of alternative delivery systems include 

health maintenance organizations (HMOs), preferred provider organizations 

(PPOs), instant care centers, short stay surgery centers, reference 

laboratories, and diagnositic imaging centers. An HMO is an entity which 

is prepaid a fixed fee by enrollees to cover a full range of medical 

services. A PPO is an arrangement between health care providers and at 

least one group purchaser whereby services are purchased at a negotiated 

rate. 

Alternative forms of health care delivery threaten the traditional 

full service hospitals accustomed to a cost-based payment system that has 



been supported by insurance companies and government programs. Critics 

charge that cost-based payment systems for hospitals offer little 

incentive for reducing costs and for adopting businesslike management 

practices. If all or part of the new alternative delivery systems are 

successful, it will transfer profit centers from the hospital to 

alternative settings leaving the hospital with only unprofitable and/or 

economically marginal services. 

Jeff Goldsmith (1981), an author on health care matters, has 

predicted that a restructuring of the nation's health care industry will 

occur and that hundreds of hospitals are likely to close as alternative 

forms of care gain wide spread acceptance and demand for inpatient care 

diminishes. The American Hospital Association has stated that one out of 

every seven hospitals will not survive the decade of the 1980s. The Wall 

Street Journal seemed to forecast this decline when it reported that 

"Today, the bottom line is in sad shape at many U, S. nonprofit 

hospitals" (December 29, 1982). 

Some hospitals have reacted decisively to meet this new competitive 

environment. They are rethinking old strategies of being just in the 

hospital business with its emphasis on acute inpatient care and are 

diversifying into the health care business, including the types of 

alternative health care delivery systems previously cited (Fine, 1984). 

However, many hospitals are finding that the process of 

diversification is not simple and that competition can be overwhelming 

for neophytes. The discipline of marketing has been brought into 

hospital management to help hospitals negotiate the uncharted waters of 



strong competitipn. With the introduction of marketing into the hospital 

world has come the heretofore little employed communication tool of 

advertising, which is the subject of this study. 

Origin and Significance of the Study 

Today's hospital executives are learning a new vocabulary of words 

and phrases applied to the hospital field such as market segmentation, 

patient mix, strategic planning, product lines, product promotion, and 

advertising. It is the application of the practice of advertising in the 

hospital field that provides impetus for the study. 

Because hospitals are reported to be attempting to respond in a 

businesslike manner to the new competive environment and since 

advertising is a marketing tool being employed on behalf of many American 

hospitals, including several in the city of Lubbock, a study on 

consumers' attitudes toward hospital advertising would appear to be both 

timely and of practical significance. Many thousands of dollars are 

being spent in the Lubbock market for the advertising of patient-oriented 

services by hospitals. The study will seek to answer eight questions on 

the use of advertising by hospitals. The questions are set forth in the 

succeeding section in the form of general objectives. 

Statement of General Objectives of the Study 

The objectives of the study are: 

1. To measure the level of exposure of a representative sample of 

Lubbock residents to hospital advertising. 

2. To measure the attitudes of a representative sample of Lubbock 

residents toward hospital advertising. 



3. To determine if respondents will to learn more about hospitals. 

4. To learn if survey respondents would switch hospitals if 

information on special programs and/or physician specialists were 

presented to them through hospital advertising. 

5. To identify the extent to which respondents determine the 

selection of a hospital. 

6. To ascertain the effectiveness of hospital advertising in 

presenting the sponsor's message. 

7. To determine the ranking of Lubbock hospitals in terms of name 

recognition and seek to determine if advertising has affected the 

ranking. 

8. To determine the demographic characteristics of respondents most 

likely to react favorably to hospital advertising. 

Before discussing some of the issues affecting hospitals and 

reviewing the literature on hospital advertising, a description of the 

basic types of American hospitals and a brief account of the history of 

hospitals in the United States are presented. The objective of the 

following discussion is to illuminate how American hospitals arrived at 

where they are today and to provide a clue as to what the future for 

hospitals might hold. 

A General Classification of American Hospitals 

American hospitals can be classified into one of three broad 

categories based on method of finance and operation (Hoyt, 1966, p. 24). 

1. The voluntary hospital: a term used to describe a non-profit 

institution owned by a community, non-profit corporation or church 



related group. This type of hospital also is known as a "not-for-profit" 

hospital. 

2. The proprietary hospital: a term used to describe an institution 

organized in such a manner as to allow it to make and distribute a 

profit. This type of institution is also known as an "investor-owned" or 

"for-profit" hospital. 

3. The government hospital: a term used to describe a tax-supported 

instituiton which is owned by a branch of government and serves in 

managing the health needs of an area. Government hospitals exist for one 

or more of the following reasons: to handle special classes of people, 

(e.g., members of the armed forces and veterans), to provide care for 

certain types of illnesses, and to serve as teaching facilities. 

All three types of hospitals are located in the city of Lubbock. 

Lubbock General Hospital is a government institution which receives 

financial support from the tax base of the Lubbock County Hospital 

District (in addition to revenue from private patients). Charter Plains, 

Community, Highland, South Park, and West Texas Hospitals are 

proprietary hospitals. Methodist and St. Mary's of the Plains Hospitals 

are "not-for-profit" hospitals. 

A Brief History of Hospitals in America 

The earliest American hospitals were institutions for the poor. The 

first was the Philadelphia Hospital, founded in 1751, to be followed by 

the New York Hospital, founded in 1769. These hospitals were voluntary 

institutions supported by wealthy citizens and were limited in scope of 

service. By the end of the 18th century, eight such hospitals existed in 

the United States (Henderson, 1982). 



Significant growth occurred in the first three quarters of the 19th 

century, and by 1873, there were 178 hospitals in the United States, most 

located in the Northeast. 

Technical advances, education, and social factors combined to provide 

impetus for an increase in the availability of hospitals so that by 1909 

the number of hospitals had risen to 4,359 (Corwin, 1946). 

During the 1920s, many new hospitals were started and were located 

generally in metropolitan areas. Again, the advancement of technology 

led to the general acceptance of surgery, laboratory medicine, and 

radiology, thus stimulating the building of hospitals. The period from 

1870 to 1930 was one in which America was concerned with growth and 

expansion of hospitals (Johnson and Johnson, 1982). 

Progress by hospitals was stymied by the Depression of the 1930s and 

like most industries, hospitals were hit hard economically. One force 

that did emerge from the devastating economic conditions, however, would 

change the future of hospitals and that was the development of the first 

hospital prepayment programs known as Blue Cross Plans. The plans were 

the precursor to the extensive third-party payor insurance system that 

would later develop which has aided hospitals in improving their 

financial conditions. A majority of the Blue Cross Plans established by 

1938 were in fact sponsored by hospitals (Henderson, 1982, p. 30). 

With the 1940s came World War II, and a strong demand for hospital 

expansion and improvement fueled again by a great increase in medical 

technology (Johnson and Johnson, 1982). 

The passage of the Hospital Survey and Construction Act, popularly 

known as the Hill-Burton Program, in 1946 provided funding for hospital 

expansion and improvement that would lead to the development of a rural 
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hospital system. The program would contribute more than $4.4 billion to 

health facility construction which would be completed at a cost of more 

than $16.5 billion during the 29 years of the program's existence 

(Henderson, 1982). The legislation resulted in the construction of space 

for 340,000 hospital beds, predominantly for hospitals in 

non-metropolitan settings (Fournet, 1982, p. 26). 

The Hill-Burton legislation combined with relatively stable income 

from health insurance allowed non-profit institutions to tap another 

source of financing. Hospitals were able to assume mortgage loans and 

bonded indebtness with their improved financial conditions (Henderson, 

1982, p, 31). 

This improved financial condition and the accompanying financial 

leverage proved to be useful to hospitals in responding to expansion 

demands brought about by post war prosperity. Rapid increases in medical 

knowledge along with refinements in managerial operations and ancillary 

services were characteristics of the era. 

By 1966, the hospital was becoming a different institution from its 

past. Titles XVIII and XIX of the Social Security Act were enacted by 

Congress which provided for the Medicaid and Medicare programs (Johnson 

and Johnson, 1982). The programs accelerated the rate of change for 

hospitals. The Medicare program afforded people 65 and older the health 

care which many would not have received had the Act not been signed into 

law. Medicaid was designed to provide care for patients who could not 

afford the cost. The programs brought to hospitals a mixed blessing in 

the form of better financial support but an accompanying increase in 



regulations. Also, the need soon became apparent that escalating 

hospital expenditures, fueled by the cost-based reimbursement system of 

the federal government would have to be controlled. 

The late 1960s also were significant because of the growth of 

specialization among physicians. Specialists and subspecialists placed 

even more demand on hospitals for capital to acquire the highly technical 

therapuetic and diagnostic devices they felt were essential to meet their 

needs (Johnson and Johnson, 1982). 

The early 1970s saw an effort to control inflation emerge in the form 

of wage and price controls. President Richard M. Nixon started his 

economic stabilization program on August 15, 1971, by freezing prices and 

wages for ninety days (Hospitals, October 1, 1971), The action was 

followed by phase II controls that would end on April 30, 1974, and which 

contained detailed limitations on financial matters for hospitals. 

Hospitals and the construction industry were the last segments of the 

economy to be freed from these constraints (Johnson and Johnson, 1982, p. 

3). 

Another government approach to decreasing health care costs came in 

the form of the National Health Planning and Resources Development Act of 

1974 by Congress which lead to the establishment of a national council on 

health care planning, local health systems agencies (HSAs) and state 

planning agencies (Goldsmith, 1981). Each HSA was required to establish 

local planning groups that were charged with evaluating the area's health 

care services, manpower, and facilities. On the basis of the evaluation, 

the HSA was to prepare and implement a health care plan to meet needs and 

reduce inefficiencies. Part of this process included a review of all 
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proposed capital expenditures by area hospitals and the formulation of a 

recommendation on the proposals for the state planning agency. The state 

planning agency needed input from the HSAs to carry on its 

congressionally mandated responsibility of deciding whether to grant a 

"certificate-of-need" for proposed hospital projects. The granting of a 

"certificate-of-need" simply meant that the proposed project had been 

found to be needed and therefore was approved. 

Critics charge that the HSAs and state planning agencies were not 

successful and served only to create controversy at local and state 

levels of government rather than at the federal level, 

"There is no compelling (even circumstantial) evidence that the 

annual federal expenditures in excess of $150 million for each year of 

the program have returned commensurate benefits to the taxpayer," said 

Goldsmith (1981). Other critics of certificate-of-need have suggested 

that the program may have even increased costs (Salkever and Bice, 

1976). The reasons given for the increase in costs theory include the 

expense of complying with the regulatory process, delay of investment in 

needed equipment, and the use of less capital intensive but more 

expensive ways of making particular services available (Joskow, 1981). 

Schwartz (1981) said there is no evidence that certificate-of-need 

programs have reduced hospital costs significantly. 

The late 1970s found the hospital industry growing and inflating in 

costs at a rapid rate. To illustrate the growth in costs, in 1970 the 

average daily hospital room rate was $145.40, by 1979 it was $368.20 

(Henderson, 1982, p. 41), President Gerald R, Ford proposed in his 1978 

budget that Congress limit the rate of increase for daily reimbursements 
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to hospitals and the rate of increase for charges by physicians under 

Medicare and Medicaid programs. The administration of Jimmy Carter 

rejected the proposals by Ford because of concerns that the proposals 

would discriminate against the less fortunate. That some serious 

proposals on reducing or at least limiting the growth of hospital costs 

were being considered at this time is not surprising in light of the fact 

that hospitals accounted for $85,3 billion in expenditures during 1979, 

fully 40 percent of the nation's health care spending (Goldsmith, 1981, 

p.7), 

President Ronald Reagan assumed office in 1981 and proposed to 

control the increases in Medicaid and Medicare programs by reducing 

benefits and increasing competition among health providers. 

Because the "certificate-of-need" programs ran counter to 

anti-regulation leanings of the Reagan Administration and because their 

history of not controlling costs had been documented, the Reagan 

Adminstration sought authorization in 1982 to eliminate the programs, but 

Congress refused the request. 

In summation of the history of the American hospital. Goldsmith 

(1982) suggested that American hospitals have passed through three 

stages. The stages are (l)the philanthropic stage, (2)the 

"partnership-with-government" stage, and (3)the entrepreneurial stage. 

Characteristics of the stages are evident through the names 

assigned. The philanthropic stage covers the time from Colonial America 

to roughly a post-World War II period. Hosptials were built and operated 

by gifts to the institutions. Patients who could pay did, and those who 

could not were provided care subsidized by donations. Many of the 
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voluntary hospitals of today can trace beginnings to this stage of 

hospital development which was fostered by charitable concerns and aided 

by philanthropic funds. 

The U.S. Congress ushered in the "partnership-with-government" stage 

in 1946 with the Hill-Burton program. Later the Medicare and Medicaid 

programs of 1965 would establish the presence of the federal government 

in the U. S. health care industry. 

Although many people benefited through these federal programs and 

technology has advanced light years through the massive infusion of 

federal dollars into the nation's health care system, the partnership 

between hospitals and the federal government has been greatly reduced due 

to inflation, skyrocketing costs, and political pressures resulting from 

a swing to less government involvement in social matters. Also, demands 

have come from business and industry for health insurance costs to be 

brought under control. 

Goldsmith described the stage in which hospitals are today as 

entrepreneurial. This stage is characterized by competition among 

hospitals for finanacial resources generated by patients and access to 

capital for needed equipment and expansion. Entrepreneurship has forced 

hospitals to actively seek patients—not just any patients—but rather 

those who can pay their way and benefit the institution financially. 

The Entrepreneurial Stage for American Hospitals 

If the hospital industry in indeed in the entrepreneurial stage in 

its development, than it is not alone. A parallel can be seen in other 

American industries. Deregulation has been effected in industries, such 

as energy and transportation (airline and trucking), with some success 
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and some failure. Total deregulation of health care does not appear to 

be the goal, but as stated. President Reagan has suggested that the best 

way to control health care costs is to stimulate competion among 

hospitals, physicians, and other health care providers, 

Fournet (1982) has written that Reagan administrative officials 

concede that government itself is to blame for medical inflation with its 

cost-based reinbursement schemes for Medicare and Medicaid programs and 

by providing tax incentives favoring private medical insurance, Fournet 

cited a quote from the New York Times (April 1, 1982) wherein Robert 

Rubin, assistant secretary for planning and evaluation at the Department 

of Health and Human Services said, "The thrust in controlling health care 

costs for the last 20 years has been through the regulatory approach—it 

has not worked...insurance really hides the cost of medical care; both 

providers and patients really believe that health care is free." 

Health care observers in the private sector share the view that the 

old cost-based and fee-for-service payment systems provided the wrong 

incentives. Enthoven (1980) has written that the fee-for-service 

payment system provides a perverse incentive to controlling health care 

costs and that it is the main cause of unnecessary and unjustified 

increases in costs. Enthoven (1980) has expressed belief that 

competition is the best way of increasing efficiency and reducing health 

care costs. 

It is understandable why some people might come to feel that health 

care is free. That is because third party payers, such as insurance 

companies, government programs. Blue Cross, and Blue Shield, provide 

coverage for more than 85 percent of hospitalizations (Johnson and 
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Johnson, 1982). Therefore, the consumers are insulated from the true 

costs, 

Joseph Califano, a former secretary of Health, Education and Welfare, 

is oft-quoted as saying the Blue Cross card is "like having a credit card 

to use at restaurants—and never getting a bill" (Petroleum Independent, 

August 1983), He pointed out that insurance only gives an illusion of 

free health care and that the American people are paying the bill for 

health care in one form or another. 

Economist Paul Joskow (1981), describes the federal government's 

approach to health care through this analogy: 

It is almost as if the federal government offered to 
reimburse every citizen for 90 percent of his expenditures on 
clothing without any further criteria on the amount, types, or 
costs of clothing purchased. Consumers would have incentives to 
purchase a lot of clothing, they would have incentives to 
purchase very expensive clothing, and they would have no 
incentive to shop for the best deal. Similarly, suppliers would 
have little incentive to offer lower-cost clothing or to run 
their stores efficiently. There would be little incentive for 
price competition. The government would end up paying a very 
big bill, although the population would be very well clothed 
indeed. 

Perhaps the consumer is beginning to realize all is not economically 

well with the nation's health care system. For example, the general 

public has been found to support the notion of more competition in health 

care. In 1982, the New York Times conducted a poll of proposals to 

increase competition in the health care field. Of those polled (n=l,530 

adults), 54 percent said they would prefer to shop around for cheaper 

plans that might not cover every dollar of a medical bill versus having 

all medical bills covered at greater cost. 

The concepts of entrepreneurship and competition suggest a need for 

communication with customers and potential customers to be successful. 
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This communication must be two-way, demonstrating both a willingness to 

listen to those being served and a willingness to share information. The 

need for such communication would appear to argue for the use of 

advertising by hospitals and advertising is being utilized more by 

hospitals (Modern Healthcare, September, 1983, p. 100), 

Drucker (1954) has said that the only definition of business purpose 

is to create a customer. Since hospitals have been thrust into the 

competitive world and in effect told to be businesslike, they are seeking 

to create customers. For many hospitals, advertising is seen as the way 

to create customers. However, in the health care field, creating 

customers is a complex proposition, as will be pointed out in the next 

section. 

Factors Affecting Hospital Competition 

That hospitals are more competitive today than ever before is a 

generally accepted truism (Sheldon and Windham, 1984; Hillestad and 

Berkowitz, 1984), Several factors very directly bear upon hospitals 

ability to compete. These merit consideration and will be discussed in 

this section. 

Hospitals and Physicians 

Physicians avail themselves of a hospital's resources and often judge 

a hospital by its responsiveness to their needs, their patients' needs, 

and more and more in today's competitive environment, on its impact upon 

their practice. This last point is a critical issue in determining the 

effectiveness of hospital advertising. 
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Hospitals are not entirely in charge of their fate. While it is true 

that the nation's health care system revolves around the insititution 

known as a hospital, it is the physician to a significant degree who 

makes the system revolve. Hospitals do not admit patients into their 

facilities, physicians do. 

"Although physicians represent only ten percent of the health workers 

in the United States, they, more than anyone else, define and control the 

basic organizational pattern of medical services," said Fournet (1982). 

Physicians decide if and when a patient will be hospitalized, what tests 

are conducted, what therapies are performed, what surgeries are needed, 

and when the patient will be dismissed. 

Physicians are generally rather independent and enjoy great freedom 

in society (Johnson and Johnson, 1982). This does not mean they are 

immune from market pressures brought on by increased competition from 

expanding numbers of colleagues and other alternative sources of care. 

It does mean however that physicians value their autonomy and enjoy a 

great deal of it. Physicians as a general rule do not view favorably 

any intrusions, either real or perceived, into the purview of their 

practices. Goldsmith (1981) characterized the practicing physician as 

one of the last surviving independent entrepreneurs in America and has 

said, "Even more than other professionals, physicians seem to be infused 

with a powerful spirit of 'don't tread on me.'" Their independence is 

grounded in consumer demand which is derived from their specialized 

training, public prestige, and authority over the other health 

occupations. 

Part of this independence must stem from the way physicians are 

compensated. Most physicians are paid on a fee-for-service basis by the 
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.patient or, more likely, an insurance company, government or some 

combination thereof. The hospital is paid separately. Only about 28 

percent of the physicians in the United States are salaried employees of 

hospitals (Gabel and Redisch, 1979), Johnson (1983) has written that 

physicians do not look favorably upon hospitals paying salaries to 

physicians. 

The fee-for-service billing arrangement gives the physician great 

control over his or her practice. The hospital administrator has almost 

no ability to control the physician's use of the hospital or even if a 

physician uses a particular hospital. Physicians who are not pleased 

with the services of one hospital may leave that hospital and use another 

facility at which they hold staff privileges taking their patients with 

them. This option gives the physician great independence. 

To an extent, this spirit of independence is understandable given the 

nature of the work of physicians. They may be called upon at any hour to 

provide care to a patient or make a difficult decision on a case, and 

when this occurs it is logical for society to grant them the freedom 

needed to act quickly and decisively. Physicians are held legally 

responsible for their performance in providing medical care and again 

need the leeway necessary to act independently. 

While physicians act independently, they are certainly greatly 

influenced by the standards of other physicians, a fact which the courts 

have recognized. Havighurst (1983) points out that "the courts draw the 

standards of care used in detecting professional negligence almost 

exclusively from prevailing professional custom and practice, individual 

professionals are under substantial pressure to adhere to the standards 
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of their peers." The key point here is that physicians adhere to the 

standards of their peers not the wishes of hospital administrators. 

Since physicians appear to hold strong convictions regarding 

independence and have thus far escaped most direct regulation, those with 

entreprenuerial tendencies can move more quickly into economic 

opportunities than a hospital which may be layered with bureaucracy and 

governed by outside regulators. According to Goldsmith (1981), 

physicians can also offer office-based care at attractive prices compared 

to hospital-based care due to lower overhead. He added that "since there 

is a direct relationship between physicians* activity and their income, 

there are powerful entrepreneurial incentives both to reduce costs and 

seek more business." 

Physicians have dominated the delivery of health care in this country 

for the last 100 years. Since this has been the case, physicians prefer 

to think of the hospital, and would like to see the hospital, as an 

economic neutral rather than a competitor. With today's intense 

competition, many hospitals are interested in offering services which 

will financially benefit the institution and are expanding beyond the 

role of economic neutral. Hospitals are moving into areas of primary 

care wherein the patient decides whether, when, and where to seek health 

care. This movement by hospitals is one which aggrevates their relations 

with physicians. 

In 1983, the American Medical Association's Council on Medical 

Service issed a report on competition between hospitals and physicians 

from which the following statement is quoted. 
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Changing relations between physicians and hospitals are 
causing concerns to develop among physicians regarding the 
freedom of patients to choose the source of their care and the 
freedom of physicians to provide services they are qualified to 
perform and choose the environment in which they practice... 
(JAMA, April 8, 1983, p. 1864) 

An almost inevitable conflict between hospitals and physicians 

appears to be looming in the future. Besides the philosophical 

differences between hospitals and doctors, another factor is the rising 

number of physicians per 100,000 population. 

Payment Systems 

As a result of the Tax Equity and Fiscal Responsibility Act of 1982 

and the Social Security Amendments of 1983, the method hospitals are 

reimbursed or paid for services for Medicare patients is being 

restructured. Prior to the change hospitals had received payment for 

Medicare patients based on the individual hospital's costs for the 

services provided to the patient during hospitalization. Not all costs 

were "reimbursable," but the government paid approximately 80 percent of 

the costs to the hospital for Medicare patients. 

As a result of the new arrangement, known as the Prospective Payment 

System, hospitals are paid a preset payment on the basis of rates 

established by the government for 467 diagnosis related groups (DRGs). 

Medicare patients are assigned into the proper category (DRG), and the 

hospital is paid accordingly. If a hospital spends less than the amount 

authorized by the DRG payment, it is allowed to keep the difference; if 

more, it must bear the overrun. The projected savings are $2.1 billion 

is fiscal 1984 and $19.3 billion by 1988 (Time Magazine, February 28, 

1983). This system is being accepted by American hospitals, but it is 

one more force stimulating the new competitive market of health care. 
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Goldsmith (1981) said, "Purchase of hospital services on a diagnosis 

rather than per diem basis is expected by policymakers to encourage more 

rapid discharges and more efficient means of rendering care, because 

hospital costs will be covered only to a certain point, not ad libitum." 

Commercial insurance companies, which number about 300, and private 

pay patients (those who pay their own bill) are required to pay full 

hospital charges, not discounted charges as are patients covered by some 

federal programs and Blue Cross contracts. The practice of having 

certain patients pay for losses on other patients is known as 

cost-shifting. It means that since hospitals cannot charge certain 

patients the full amount of costs required to provide care to them then 

these unpaid costs are shifted to other patients who can pay or whose 

insurance companies can pay. As might be expected, insurance companies 

are not pleased with cost-shifting. It has been suggested by observers 

of the health insurance industry that the practice be discontinued. 

(Gibson and Reiss, 1983). If this does occur, it will only exacerbate 

hospitals' financial concerns and heighten competition as insurance 

companies seek the best prices for their clients. 

Information 

Some experts have written that the consumer of health care services 

is often at a disadvantage because of the lack of ability to judge the 

quality of care received or to make informed decisions from among a 

variety of alternative health care options (Weisbrod, 1983; Quelch, 

1979), Such problems have been characterized as "informational 

asymmetry," a condition in which buyers and sellers are unequally 

informed (Weisbrod, 1983), 
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In eases of complex health problems, the consumers' awareness of 

their inability to select appropriate health care leads to the use of 

agents for advice, Weisbrod (1983) said "Perhaps nowhere is the use of 

agents more widespread than in medical care, where physicians are in many 

cases delegated virtually full decision-making authority for patients, 

not merely an advisory role," 

While it is recognized by most in society that non-physicians are not 

qualified to "cure themselves," it is significant that standard 

competitive models assume that consumers are well informed or they can 

learn quickly of the options available to them for health care. This 

would appear to be a questionable assumption in the health care field. 

The concept of "informational asymmetry" seems particularly 

applicable in the relationship between patient and physician. Since this 

problem is often present in the relationship, it complicates the use of 

standard models of competition which are predicated on the idea of well 

informed consumers who are able to make intelligent decisions. 

Under the health care system that has existed in America since 

colonial days, the physician acts as the patient's agent which results in 

obvious constraints on consumer choice and the consumer's control over 

the care he or she is given. Cooper, Maxwell, and Kehoe (1979) said "The 

physician in effect becomes a benevolent dictator for the patient." 

However, recent studies have indicated that consumers of health care 

are beginning to question their physicians more. Sturm (1984) cited a 

study in which 43 percent of health care consumers said they decided or 

participated in hospital selection. Professional Research Consultants, 

Inc., reported 61 percent of the respondents in a study indicated they 

decided or participated in hospital selection (Hospitals, June, 1984, 



22 

p. 33). Therefore, securing a measurement of the attitude of Lubbock 

residents on self-direction in hospital selection is one of the 

objectives of this study. 

The answer to the apparent incongruity of competition being used in 

health care since consumers are not always well informed may partially 

lie in the severity of the medical problem. An informed consumer would 

be capable of making decisions on many basic health care problems, which 

perhaps explains why mos^ hospital advertising is directed toward 

services which are directly accessible by patients (e.g., minor emergency 

centers, home health care, and obstetrics). 

Another service often promoted is preventive health care (Samors and 

Sullivan, 1983). The logic of this is apparent since the consumer has a 

high degree of choice and usually voluntarily accepts preventive health 

care. 

Physician Oversupply 

The number of physicians in the United States is increasing rapidly, 

according to a report issued by the Graduate Medical Education National 

Advisory Committee (GMENAC) (GMENAC Summary Report, 1980). The report 

estimated that the supply of physicians will increase by 43 percent from 

1978 to 1990, while the U. S. population is expected to increase only 11 

percent during the same period. As shown in Table 1, GMENAC projects 

that this growth in physician supply will lead to a surplus of 

approximately 70,000 physicians by 1990, increasing to approximately 

145,000 by the turn of the century. If these projections are accurate, 

the impact will be significant on the nation's health care system. 
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Table 1 

Aggregate Physician Supply and Requirements 

Physician supply 

Physician requirements 

Surplus (shortage) 

1978 

374,800 

418,550 

(43,750) 

1990 
Estimate 

535,750 

466,000 

69,750 

2000 
Estimate 

642,950 

498,250 

144,700 

Source: Report from the Graduate Medical Advisory Committee to the 
Secretary of the U.S. Department of Health and Human Resources; 1980. 

A major cause of the growing supply of physicians has been the 

financial support provided by the federal government. Johnson and 

Johnson (1982) said that federal support expanded from $30 million in 

fiscal 1964 to about $1 billion annually in 1974, excluding biomedical 

research. They also reported that the number of first-year medical 

students increased from 8,772 in 1964 to more than 17,000 in 1979. 

Additionally, Johnson and Johnson said that on a per capita basis, there 

were 177.3 physicians for 100,000 population in 1975, and project the 

number to be 242.2 per 100,000 in 1990. 

Some economists have predicted that an oversupply of physicians is 

desirable because of traditional supply and demand models (Ramsey, 

1981). However, other economists have argued that traditional economic 

theory does not apply to demand for physician services since physicians 

can to an extent induce demand for their services (Sloan and Feldman, 

1978). 

"When a physician recommends return office visits, care in 
a hospital of which he or she is an owner, or use of a costly 
new diagnostic technology that has been installed in the office, 
the consumer-patient may find that it is difficult to know 
whether the physician is or is not serving the patient's best 
interest," said Weisbrod (1983). 
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To illustrate a physician's ability to generate demand, studies have 

suggested that as the number of surgeons rises in an area, the number of 

operations also goes up with no real evidence of improvement in health 

care to the area (Califano, 1983), 

One way in which the surplus of physicians is positively affecting 

the practice of medicine is that physicians have shown more willingness 

to locate in rural areas. One study indicated that between 1960 and 1977 

there was a diffusion of board-certified specialists from large 

metropolitan areas into smaller communities (as small as 20,000), more 

than 70 percent of which now have a full complement of basic specialists 

(Ginzberg, Brann, Hiestand, and Ostow, 1981). Other effects are that 

competition for hospital privileges have increased along with competition 

for patients. 

Concerns From Business and Industry 

Another major factor effecting the activities of health care 

providers is pressure from business and industry to control costs. In 

recent years, companies have had an average annual increase of 12 percent 

in health care costs (Hillestad and Berkowitz, 1984, p. 12). Companies 

are reported to be changing from the attitude that nothing can be done to 

control the expense of health care to the attitude that health care 

expenditures are controllable expenses. Among the options being used by 

corporations for improved economies in health care costs are HMOs, 

cost-containment efforts, PPOs, flexible benefits, and incentive plans 

for employees to stay healthy. In the case of Goodyear Tire and Rubber 

Company, its own clinincs were created at a Lawton, Oklahoma, facility 



25 

complete with salaried doctors, x-ray machines, laboratory equipment, and 

a pharmacy (Businessweek, October 15, 1984, p. 138). 

It is possible to understand why a company would take such a severe 

measure of creating its own clinics after reviewing specific cases. Ford 

Motor Company's health costs rose form $68 million in 1965 to $650 

million in 1981, doubling roughly every five years. Another example is 

the Caterpillar Tractor Company which saw its health care costs grow from 

$65 million in 1975 to $146 million in 1981 (Samors and Sullivan, 1983). 

In 1969, General Motors spent $38 million on health care, the figure in 

1979 was $1.5 billion. General Motors is reported to be spending more 

for health care benefits for employees and their families than it does 

for the steel in its cars (Fournet, 1982). These changes in health care 

costs are not due to any significant increase in the number of employees 

or range of benefits, but rather increased expenses for the delivery of 

care. 

In some areas, major employers are coalescing to deal collectively 

with health care costs. Barry (1984) reported that as of March 1984, 

there were more than 129 such groups in the nation (Business Month, March 

1984, p, 72), Through pooled data bases, these coalitions can identify 

cost-efficient hospitals and direct their employees toward those 

hospitals. This would be one example of an arrangement where the 

employees are sent to the "preferred provider," preferred not necessarily 

by the employee, but the company. 

Other projects often undertaken by coalitions include promoting and 

developing HMO alternatives, working with insurance companies to redesign 

health benefit plans to encourage less costly utilization practices, 

participating in local health-planning forums, educating employees on 
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wellness programs, and negotiating with providers and suppliers to 

contain costs. All of these actions potentially threaten hospitals that 

are not prepared for the changes which will accompany their 

implementation, 

In 1983, American companies paid more than $100 billion on employee 

health insurance, according to Washington Business Group on Health 

(Advertising Age, September 26, 1983), The leaders of these companies 

are demanding that something be done to lower their expenditures on 

health insurance, and their voices are being heard by hospitals. 

Patient Expectations and Consumerism 

Johnson and Johnson (1982) chronicled the changing expectation of 

patients over the past 200 years by writing of the patient living on a 

farm miles from neighbors and isolated from the world to whom an illness 

meant that the family provided total care or perhaps if he is fortunate, 

care might be provided through a physician arriving slowly on horseback 

carrying a black bag filled with primitive medical supplies to attend the 

ease, 

Johnson and Johnson contrasted arrangements for the patient of years 

ago with today's ill patient summoning a modern ambulance equipped with 

telecommunications equipment staffed by a paramedic team to attend his 

needs. The patient is sped to a group of highly trained physicians in a 

well equipped hospital, all of which leads to an improved set of 

probabilities for recovery and prolonged life with few limitations. 

Naturally, these changes have caused patients to expect more of the 

nation's health care system. The medical demands of society have grown 

tremendously and providers must meet these demands or face rejection by 
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educated patients who despite their "informational asymmetry" will still 

accept no less than what they perceive to be the best available care. 

Hillestad and Berkowitz (1984, p. 3) said. 

The new consumer is well-educated, earns more money than 
even before, and is an independent thinker who is concerned 
about brand names and interested in switching brands to obtain 
better quality. He often gets second opinions, does things for 
himself, and is generally self-reliant. 

The significance of this movement is that today's patients are not so 

"patient" with the doctor-dominated system of the past. To an extent, 

they are. not as interested in relying on third parties to take care of 

themselves and simply are not as accepting of therapies and advice from 

physicians. This reflects a shift to cooperative interaction between 

consumers (patients), physicians, and other providers (Naisbitt, 1982). 

Consumers have been reported to be more willing to seek alternatives 

to traditional forms of care. The New York Times survey (1982) cited 

earlier also revealed that patients are more willing to be treated by 

assistants rather than by a physician and to go to clinics where a doctor 

is available instead of waiting for a private doctor. 

Surveys closer to Lubbock also indicated a large portion of the 

public appear to favor increased competition. In a 1983 survey of public 

attitudes toward hospitals commissioned by the Texas Hospital 

Association, 47 percent of the respondents from the south and high plains 

areas of West Texas said that the quality of health care would be better 

if there were more competition among hospitals and physicians. Of this 

same group, 37 percent said costs would be lower if more competition 

existed for hospitals and physicians. 

Legal changes have supported greater patient rights in determining 

their medical care. Johnson and Johnson (1982) observed that the legal 
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and societal changes have caused a quiet shift in attitudes of physicians 

to accept and encourage an enlarged patient role. 

Brown (1973) said that consumerism, which he said had its birth in 

the decade of the 1960s, has been especially critical of the health care 

delivery system, "It seems as if the system were being attacked because 

of its greatness, and the greater it had become the greater the 

alienation that had been generated in the hearts and minds of those it 

served." 

The brunt of the criticism has centered around the charge that 

hospitals are not "responsive to the community." Brown commented that 

after discounting for the malcontents with "axes to grind" that some of 

the criticism of the health care delivery system was deserved. He wrote 

that the perspective of the hospital and medical care system has been 

introverted—too busy keeping up with technological advances to be 

sensitive to the needs of the community. 

Because the system's perspective and posture were inward, 
the system developed its services to suit the physician and the 
the hospital rather than the community and the patient. The 
services were organized and provided in terms of what physicians 
and hospitals decided the community and patient should have, 
what physicians and hospitals wanted most to do, and what best 
suited the aspirations of physicians and hospitals. The system 
set the specifications for its services and asked the community 
to fit those specifications. It set the conditions under which 
its services were available and gave the consumer little choice 
as to how the consumer might be served. It keyed its policies 
and practices to its own convenience and satisfactions rather 
than to the convenience and satifactions of the community it 
served. It set the boundaries of its services within the best 
'reach' of the patient. It did not orient itself to serve the 
patient where the patient was—symptomatically, economically, 
psychologically, or geographically. (Brown, p. 12) 

Brown also has developed the theory that hospitals may have been 

desensitized to community demands because it was not actually the 
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community that was paying for hospital costs, but rather a distant 

third-party payer who dictated terms and conditions under which the 

hospital would operate. "The consumer with third party coverage lost his 

voice because he could not vote with his dollars," said Brown. "He had 

given his economic proxy to a third party." 

In the opinion of many health care observers, in addition to the 

third party payer system not being effective in controlling costs it has 

also served to distance the hospital from the community (Brown, 1973; 

Ireland, 1977; and Miller, 1984). 

Theodore Tyson wrote an article for Advertising Age (1978) in which 

he summarized the basic factors that complicate the application of 

standard supply and demand models to efforts to bring about lower costs 

in health care through increased competition. 

There's no denying that a hospital is a business that 
sells its products to customers and like any business, it can 
always be operated more efficiently. But unlike most 
businesses, it operates in a mode and environment that the 
average business would find untenable, if not downright 
impossible. For example: 

1. Not only is the 'product' (treatment for illness) not 
really wanted by consumers, but its purchase is seldom 
planned because one can't predict appendicites, pneumonia, 
heart attacks, or kidney failure. 
2. The hospital's 'salesmen' (doctors) who bring in the 
'customers' (patients) are not employed by, controlled by, 
or paid by the 'company' (hospital). 
3. Customers can't shop for 'suppliers' (hospitals) in the 
conventional sense and find it difficult to make a 
price-value comparison of the products that are available. 
4. Over 70 percent of the 'company's' (hospital's) 
customers do not pay for the product themselves; rather, 
payment is made by 'third parties' (Blue Cross, Medicare, 
etc.) who do not use the product but tell the hospital how 
much they will pay, when they will pay, and under what 
conditions they will pay. (Advertising Age, February 13, 
1978, p. 65) 
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Acceptance of the Marketing Concept by Hospitals 

Traditionally, hospitals managed their exchanges with patients 

through an intermediary—the physician. As long as the physician brought 

plenty of patients to the hospital and those patients were covered by a 

good insurance program or some form of government assistance there was 

little thought by administrators to add the marketing function to their 

staffs. 

However, with the introduction of competition and faced with 

declining census, some administrators began in the late 1970's applying 

the discipline of marketing in their approach to meeting the changes 

which threaten the industry (Berkowitz and Flexner, 1978). 

Drucker (1980) said, "The first task of management is to make sure of 

the institution's capacity for survival, to make sure of its structural 

strength and soundness, of its capacity to survive a blow, to adapt to 

sudden change, and to avail itself of new opportunities." Many hospital 

administrators see in the marketing function the means to accomplish what 

Drucker has identified as their "first task." 

Phillip Kotler (1975) of Northwestern University is noted for his 

innovative writings on the use of the marketing concept by non-profit 

organizations. His definition of marketing is as follows: 

Marketing is the analysis, planning, implementation, and 
control of carefully formulated programs designed to bring about 
voluntary exchanges of values with target markets for the 
purpose of achieving organizational objectives. It relies 
heavily on designing the organization's offering in terms of the 
target market needs and desires, and on using effective pricing, 
communication and distribution to inform, motivate, and service 
the markets. 

Another acknowledged authority on health care marketing is Robin 

MacStravic, of the University of Washington, Seattle. Dr. MacStravic 
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has written extensively on marketing, his definition is as follows: 

Marketing provides a structure for examining, predicting, 
and managing such exchange relationships to the benefit of all. 
It rests on the theory that all voluntary exchanges are 
equitable; people make exchanges only when they think what they 
get is at least equivalent to what they give up. Marketing has 
been defined simply as the process of managing exchanges so as 
to achieve organizational objectives. (MacStravic, 1977) 

Marketing is being added because administrators know that to manage 

the exchanges of value between the hospital and its desired 

constituencies a market driven approach can be helpful. 

The image of marketing in the health care industry has changed 

rapidly (Lovelock, 1977). The discipline was once viewed as crass and 

inappropriate, but in the eyes of many today it is the answer to problems 

ranging from poor utilization to discontented medical staffs (Ireland, 

1977). 

Hospitals have until recently approached the market place from what 

one author called an "inside-out" orientation (Ireland, 1977). This is a 

similar thought to that of Brown quoted earlier, and simply means that 

hospitals have developed services without the benefit of research and 

having developed the services have not placed, priced or promoted their 

services in such a way as to attract patients. "The 'inside-out' 

approach tends to work in a sellers market," said Ireland (1977). 

"Today, however, hospitals are increasingly finding themselves in a 

buyers market which requires an 'outside-in' approach." 

Marketing appears to be slowly bringing with it the gradual 

acceptance of advertising by some hospital administrators (Berkowitz, 

1-983). Since promotion is one of the classic four P's of the marketing 

mix (product, place, price, and promotion) it is understandable that the 
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acceptance of marketing could logically lead to advertising as a form of 

promotion. 

The Advent of Hospital Advertising 

Students of advertising in the United States know that patent 

medicine advertising, which hit its height after the Civil War, was among 

the most unethical and outrageous types of advertising the nation has 

ever experienced (Mandell, p, 31), This type of advertising was accepted 

at the time because, "Medical science had not made such great strides, 

and the ignorant populace, eager to grab at any straw to relieve its 

maladies, looked to those nostrums for a cure and piece of mind," said 

Mandell (1974), Health care is the field that made the term "quackery" 

famous, wrote Weisbrod, The Wall Street Journal (May 29, 1981) reported 

on some of the innovations advertised by the health care profession 

during the late 1800s which included the violetta, a high-voltage 

generator that "could treat 86 ailments, ranging from abscesses to 

writer's cramp," and the hand-held vibrator that alleged to "remove 

cobwebs from the brain," and the spectro-chrome, a device that promised 

to treat heart disease with red and purple lights while the patient faced 

north, in the nude. 

While the patent medicine type of advertising of the 1800s appears 

today to be totally uneonseiencionable (albeit humorous), it is 

significant because the actions of hucksters peddling magic potions, and 

cure-all tonics, along with phony doctors touting questionable equipment 

lead to a strong reaction to combat the problem (Nichols, 1978). The 

reaction came in the form of stringent rules passed by lawmakers banning 

professionals from advertising. Professional associations followed the 
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example and developed strict sanctions against advertising for their 

members. In 1847, the American Medical Association issued a virtual ban 

on advertising to avoid the type of blatant advertising associated with 

snake oil and miraculous cures (Nichols, 1978), This body of strict 

laws and professional rules on advertising could not stand the tests of 

time and legal action, and eventually would be challenged and disallowed 

by courts of law. 

In 1977, the U. S, Supreme Court struck down state laws and rules of 

professional organizations which severly limited medical and legal 

advertising. The ease was Bates v. State Bar of Arizona, in which the 

court ruled in favor of appellants John R. Bates and Van O'Steen in their 

case against the State Bar of Arizona, Bates and O'Steen, two licensed 

practicing attorneys, and members of the Arizona State Bar were charged 

with a violation of the Arizona State Bar rule that prohibited 

advertising by lawyers and had disciplinary sanctions imposed against 

them by a committee of the bar association. The attorneys appealed the 

decision of the committee to the Supreme Court of Arizona which upheld 

the conclusion of the committee. Bates and O'Steen then appealed to the 

U,S. Supreme Court, which ruled in their favor. 

The United States Supreme Court held that: (1) the restraint upon 

attorney advertising imposed by the Supreme Court of Arizona, weilding 

the power of the State over the practice of law, was not subject to 

attack under the Sherman Act, and (2) the attorneys' advertisement was 

not misleading and fell within the scope of First Amendment protection 

(Supreme Court Reporter, October 1976). 

This landmark decision opened a new era for advertising by 

professionals. That same year the American Hospital Association issued 
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its Guidelines on Advertising by Hospitals" which basically stated that 

advertising for improved public awareness was acceptable. 

Two years later, the Federal Trade Commission (FTC) ordered the 

American Medical Association (AMA) to revise its rules of medical ethics 

on advertising. The FTC basically said that the rules on advertising 

restricted the competitive actions of its members. The FTC acted upon a 

belief that the use of marketing principles, including advertising, would 

be helpful in slowing the escalation of medical costs (Koseok, 1979). 

Old taboos die slowly and many hospital administrators and a majority 

of physicians remained skeptical about the role of advertising in health 

care (Marshall, 1977; Karp, 1983). Riggs said in Advertising Age 

(September 26, 1983), "Running an ad could cause a public relations 

problem. Doctors have often been against ads and we must be sensitive to 

our physicians, who are our primary customers." 

The first advertising most commonly practiced by hospitals after the 

changes in law and professional standards was the image-building or 

institutional type of advertisement. These advertisements were used to 

promote the general quality or philosophy of an institution in a positive 

fashion while being short on specifics. McDonald (1983) called this 

first era the "gee whiz" period saying that the main goals were, (1) not 

to offend anyone and (2) to make the administrators feel good. He cited 

examples of slogans from the period such as "We Care" and "We're here to 

serve you. 

What is being practiced more and more by hospitals today is product 

advertising which is directly and specifically concerned with selling a 

service (Cunningham, 1982). Current hospital advertising is more results 

oriented and focused on obtaining specific objectives. 
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Berkowitz and Flexner (1980-81) found acceptance for hospital 

advertising among certain segments of consumers. In a study of selected 

households in a major midwestern metropolitan area (n=800), they found 

that 412 (51.5 percent) reported a favorable opinion of hospital 

advertising and 388 (48.5 percent) were opposed. They reported no 

distinct soeiodemographie profile for those favoring advertising by 

hospitals. 

Smythe (1983) reported on a community survey in which 63 percent of 

the respondents said that hospitals should use radio, television, and 

newspapers to tell about their services. 

Flexner and Berkowitz found in a 1979 study that people who do not 

have a personal physician were more likely to feel that hospitals should 

advertise. 

Darling and Haekett (1978) found that physicians were opposed to 

advertising without strict constraints and that physicians felt that 

advertising would not help the consumer in the selection process, 

Bernacchi and Kono (1979) completed research which revealed that 

physicians were opposed to the position of consumers who favor 

physicians' advertising. 

Robinson and Whittington (1979) found that hospital administrators 

felt that advertising would be the most likely activity to be eliminated 

from hospital marketing. 

Research has shown the public to be interested in health care 

advertising. Kuiz (1978), reported that 47.2 percent of the 

non-metropolitan consumers who were surveyed expressed interest in 

physician advertising. Miller and Waller (1979) would later produce 

research with similar conclusions. 



36 

Quelch (1979) found that hospitals could expect to develop a 

preference among consumers through the advertising of preventative 

outreach programs. 

Acceptance of hospital advertising by hospital public relations 

directors has been found to be growing (Berkowitz, Hillestad, Effertz, 

1982), They reported in a study that of 83 valid responses from public 

relations directors of U. S, hospitals that 64.6 percent said that the 

use of advertising will grow and that 24.1 percent said that advertising 

will start to become a major force for hospitals. An overwhelming 

majority of 83.7 percent of the respondents in their study reported 

observing other hospitals in their area advertising in the past year. 

But the acceptance of advertising by some hospitals, including the 

proprietary hospital chains, is slow. Karp reported that Hospital 

Corporation of America, the largest, for-profit, publically traded health 

care provider in the United States, has been hesitant to do much more in 

terms of advertising than messages aimed at Wall Street investors or 

image building advertisements in health care journals (Advertising Age, 

September 26, 1983, p. m-10). 

Jackson and Jensen of National Research Corporation, a market 

research firm, reported on a nationwide survey (n=1000) that indicated 66 

percent of the consumers questioned felt hospitals should advertise 

(Modern Healthcare, April 1984). The study revealed a correlation 

between age and acceptance of hospital advertising with the younger the 

respondent the greater the acceptance level. Another finding of the 

study was that "consumers care which hospital they use and are having a 

say in deciding where they will be treated." 

Cunningham (1982) said that advertising by hospitals is not new. 
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Recruitment advertising has been commonplace for years, 
and the subdued or implicit advertising in annual reports, news 
releases, and other public relations maneuvers is accepted as 
^necessary and routine. What is new is the aggressive, 
competitive, share-of-market advertising whose message is 
plainly 'Come here!' and whose meaning is just as plainly 'Don't 
go there!' 

He predicted that patient oriented advertising will degenerate and 

stray far from ethical considerations or even the truth, 

Ottensraeyer, Smith, and Piland (1984) presented the argument that 

physicians have no right to object to advertising by a hospital unless 

the capital that was invested in the hospital was put there in the first 

place by physicians. They propound that society has invested its 

resources in creating hospitals at little or no expense to physicians so 

the hospitals responsibility is to society and physicians must understand 

that hospitals will advertise to remain economically viable. 

Regardless of public reaction, one fact is clear—hospitals are 

advertising more. According to estimates presented in Healthcare 

Marketing Report, health care marketers spent $200 million in paid media 

in 1983. The publication reported direct mail to be the most popular 

choice but that television was gaining favor. The Television Bureau of 

Advertising reported that medical and dental advertising on television 

increased tenfold over the last five years, and it increased 68 percent 

from 1980 to 1981 (Advertising Age, September, 1983). 



CHAPTER II 

METHODOLOGY: CONSUMERS' ATTITUDES TOWARD HOSPITAL 

ADVERTISING SURVEY 

A questionaire was developed for use in this study (see Appendix A) 

which measured the respondent's opinions on hospital advertising, 

perceptions of the effectiveness of hospital advertising, degree of 

self-direction in previous hospital selection, degree of interest in 

learning more about hospitals, exposure to hospital advertising, and 

which would present demographic data. The seven-page questionaire was 

pretested by surveying 12 people who were randomly selected from the 

sample. The pretesting occurred in early September 1984. 

V')V-

The questionaire was used in a telephone survey of a random selection 

of Lubbock residents 18 years of age and older. The interviewing was 

conducted by the researcher and a team of trained and supervised adult 

volunteers during a period of the last two weeks of September 1984. 

^The sample was taken from the Lubbock telephone directory by use of a 

table of random numbers. By utilizing this technique all socioeconomic 

strata throughout the city of Lubbock were theoretically sampled. 

y The general purpose of the study was explained to each respondent as 

was the time required (approximately eight minutes) to fully complete the 

survey. A majority of those contacted elected to participate in the 

survey. 

In order to glean the 300^valid surveys needed for this study, a 

larger pool of randomly selected names was created to allow for 

individuals who declined to participate, wrong numbers, and disconnected 

phones. 

38 
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The questionaire itself consisted of forty questions. Not all 

respondents answered all questions, and certain questions were designed 

to be asked only if previous answers indicated such questions were 

appropriate. 

The questionaire itself could be broken down into four basic parts 

which were intermingled, plus the demographic section. The following is 

a breakdown of the survey: _1) exposure to hospital advertising, 2) "̂ -̂  

opinion on hospital advertising, 3) familiarity with and use of Lubbock 

hospitals, and 4) attitude toward the physician's role in hospital 

selection. 

On the issue of attitudes toward hospital advertising, several likely 

responses were identified through pretesting of the instrument and other 

similar surveys discovered in the literature review. The possible 

answers were listed following the appropriate questions on whether 

hospitals should or should not advertise. Surveyors were carefully 

instructed not to suggest responses to the interviewee. Later in the 

questionaire a question was asked on why the respondents felt that 

certain hospitals chose not to advertise (v. 29). 

The matter of determining the respondents' exposure to hospital 

advertising was accomplished by use of a screening question, "Have you 

seen or heard any advertisements by local hospitals?" (v. 10). If the 

respondent said yes, a series of questions followed on the effectiveness 

of the advertising, its appropriateness, its sponsor, its impact upon the 

respondent, and the medium or media which carried the messages. 

Respondents were asked if they had a regular physician (v. 36), and a 

group of questions designed to determine who made the decision on 
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hospital selection the last time a hospital was used (vs. 12, 13, 14, 

16), 

To ̂ determine familiarity with Lubbock hospitals, respondents were 

asked to name the Lubbock hospital which first came to mind (v. 59). A 

follow-up question attempted to determine why the respondent named a 

particular institution. 

Another question on hospital familiarity asked, "During the past few 

months have you become more aware of any particular hospital?" (v. 65). 

The question was followed with an attempt to determine why a particular 

institution was named. Respondents were asked to name the institution 

through unaided recall. 

A question was asked to ascertain if the respondent or a family 

member had been in any Lubbock hospitals within the past two years, and 

if so, which hospitals (vs. 68-76). This was thought to be important 

since a respondent with a personal experience with an institution might 

have different perceptions than one without this exposure. 

Variables 77-82 were statements to which the respondents were to 

answer from among a 5-point Likert scale: strongly agree, agree, no 

opinion, disagree, or strongly disagree. The statements covered 

attitudes toward hospitals, advertising by hospitals, and the 

physician/patient relationship. J)^ "* 

The demographic section concluded the questionaire and pertained to 

age, income, gender, marital status, and education (v. 86-90). 

Results of the survey were recorded on computer coding sheets and 

then keypunched on data cards for processing. The Texas Tech University 

Computer processed all data. The data were analyzed by usage of the 

Pearson r and partial r correlations. The Pearson r was used to 
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determine the degree of relationship between two variables and partial r 

correlations was used to control for certain variables that might 

influence the relationship between the first two variables. All of the 

variables were correlated. 



CHAPTER III 

RESULTS AND DISCUSSION 

Descriptive Analysis 

Demographics 

There were a total of 300 respondents in the survey. Of the 

respondents, 184 (61,3%) were female and 115 (38%) were male. The ages 

ranged from 18 - 82, with the mean age of the respondents being 43,83, 

Two individuals refused to give their age. 

Education (v.90) 

Regarding educational achievement, the mode category was "some 

college education" with 36.5% (109) of the respondents. The other 

respondents were classified as follows: grade school 7% (21); high 

school 23.1% (69); and graduate of college or professional school 33.4% 

(100). One respondent did not answer the question. 

Marital Status (v.89) 

The majority of the respondents were married, 63.8% (190); with the 

remainder being single 19.3% (58); divorced 7.0% (21); or widowed 9.7% 

(29). Two respondents did not answer the question. 

Income Level (v.86) 

Table 2 shows the breakdown of income levels for the 271 respondents 

who answered this question. The mean category for the group was $25,001 

to $30,000. Approximately 10% made $50,000 or more annually. 

Opinions on Hospital Advertising 

Respondents were asked their opinion on whether hospitals should 

advertise (v.l). They could respond in three ways, "yes, no, don't 

42 
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Table 2 

Family Income Level Breakdown 

Income Level 

$5,000 or less 

$5,001 to 10,000 

$10,001 to 15,000 

$15,001 to 20,000 

$20,001 to 25,000 

$25,001 to 30,000 

$30,001 to 35,000 

$35,001 to 40,000 

$40,001 to 45,000 

$45,001 to 50,000 

more than $50,000 

n(271) 

10 

13 

32 

33 

40 

40 

29 

16 

17 

12 

29 

Percent 

3,7 

4,8 

11,8 

12.2 

14.8 

14.8 

10.7 

5.9 

6.3 

4.4 

10.7 

know," The percentage who answered "yes" was 56% (168), "no" responses 

were 33% (99), and "don't know" responses were 11% (33). 

The positive responses were (56 percent) slightly less than with the 

previously cited 1984 survey conducted by National Research Corporation 

which revealed that about 66% of a nationwide sample (n=1000) felt 

hospitals should advertise (Modern Healthcare, April 1984). The 

difference between the Lubbock survey and the national survey is probably 

due to characteristics of the region and possibly a lack of exposure to 

hospital advertising by Lubbock residents over a prolonged period of 

time. 
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Respondents who answered yes or no to the question of should 

hospitals advertise were asked to elaborate on the response by explaining 

why hospitals should or should not advertise. Table 3 shows the reasons 

given as to why hospitals should advertise. Reasons given as to why 

hospitals should not advertise are shown in Table 4. Many respondents 

could not give a reason as to why a hospital should or should not 

advertise. 

Table 3 

Reasons Given Why Hospitals Should Advertise 

Reasons n(299) 

Helps create awareness of services 

It is a hospital's right to advertise 

Competition is good for the health care-industry 

It helps distinguish types of hospitals 

Percent 

96 

28 

38 

7 

32.1 

9.4 

12.7 

2 .3 

Table 4 

Reasons Given Why Hospitals Should Not Advertise 

Reasons n(299) 

People are aware of hospital services 30 

Advertising adds to health care costs 7 

Physicians are responsible for hospital services 14 

It's unethical 36 

Percent 

10.0 

2.3 

4.7 

12.0 

Exposure to Hospital Advertising 

Respondents were asked if they had seen or heard any advertisements 

by local hospitals. A majority of 61.1% (182) of the 298 who answered 

the question responded positively. This relatively high response is not 
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surprising considering the advertising campaigns which have been 

conducted or were being conducted at the time of the survey by hospitals 

in the Lubbock market. 

To those respondents who said they had seen or heard hospital 

advertising, a series of questions was asked on the advertising and its 

effectiveness. 

The first question in this series (v.11) pertained to the 

effectiveness of the hospital advertising the respondent had seen or 

heard. A five-point Likert scale was utilized to record the respondent's 

answer. The possible answers to the question, "In your opinion, how 

effective was the advertisement in presenting the hospitals message?" 

were: very effective, effective, don't know, ineffective, and very 

ineffective. The combined responses to effective and very effective 

totaled 55.4% so apparently the advertising which had been viewed or 

heard by the respondents was perceived to be effective. Table 5 shows 

the responses to this question. 

Table 5 

Effectiveness of Hospital Advertising in Presenting 
the Sponsoring Hospital's Message 

Responses n(184) Percent 

Very Ineffective 20 10.9 

Ineffective 35 19.0 

Don't Know 27 14.7 

Effective 77 41.8 

Very Effective 25 13.6 
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When asked, "Has the hospital advertising you have seen been in good 

taste?" (v.12) the responses were yes 83.7% (154) and no 16.3% (30). 

Responses to the question probably related to the degree of 

specificity of the service being advertised as well as the service 

itself. For example, while not statistically noteworthy, two or three 

individuals interviewed out of 300 cited an advertisement for weight-loss 

surgery which featured a male as an example of poor taste. Overall, the 

83.7% positive responses to the question of taste related to hospital 

advertising suggests that up until the time of the survey, Lubbock 

hospitals had not broached the lines of good taste as perceived by the 

majority of respondents. 

Source of Advertisements 

Using the aided recall technique, surveyors asked the respondents to 

identify the medium or media that had carried the advertisement(s) they 

had seen or heard (v.13,14,15,16). Table 6 shows the responses to this 

question. 

Table 6 

"From What Source(s) Have You Seen or Heard Hospital Advertising?" 

Medium n(185) Percent 

Newspaper 56 30.3 

Television 152 82.2 

Radio 20 10.8 

Direct Mail 11 5.9 

Yellow Pages 1 
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Television is the medium overwhelmingly identified by the respondents 

as carrying hospital advertising. Although this would please television 

advertising executives, additional studies examining the effectiveness of 

the various media would be indicated before a definitive position could 

be reached. 

Recalled Sponsorship of Hospital Advertising 

Respondents were asked to name which hospital or hospitals in the 

area sponsored the advertising they had seen or heard (question 6), 

Interviewers were given strict instructions not to aid the respondent in 

any way. Several respondents named more than one hospital. Responses to 

the question are revealed in Table 7. 

Table 7 

Hospital(s) Identified by Respondents as Sponsoring Advertisements 

Hospital n(185) Percent 

Charter Plains 48 25.9 

Community 76 41.1 

Highland 34 18.4 

Lubbock General 18 9.7 

Methodist 15 8.1 

St. Mary's 7 3.8 

South Park 39 21.3 

West Texas 52 28.1 

Don't remember 19 10.3 

Community Hospital was the most frequently cited institution. This 

is not surprising in light of Community Hospital's early use of 
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advertising and the volume of advertising that has been done by the 

institution. West Texas Hospital was involved in an advertising campaign 

just prior to and possibly even during the period in which the survey was 

conducted, a fact that probably explains its second place ranking in 

responses to this question. Charter Plains Hospital, a psychiatric 

facility and a relatively new entrant on the Lubbock health care scene, 

garnered a significant positive response (25,9%) to the question. This 

facility has advertised its services rather extensively. 

Variables 26,27, and 28 were designed to determine attitudinal change 

toward the hospital(s) that sponsored the advertisements seen or heard by 

the respondent. Of the 185 who responded to the question, "As a result 

of seeing hospital advertising, did your attitude change toward the 

hospital sponsoring the advertisement?", 73.5% (136) said no and 26.5% 

said yes. If this is truly reflective of the attitudinal change being 

wrought by advertising, hospital advertisers would certainly want to 

consider this in developing campaigns. Pretesting of advertisements 

would be one method of controlling for this reaction. 

Perhaps more revealing than the answers to the previous question, are 

the responses to the next two questions. Slightly over half (52.4%) of 

the 185 respondents said they felt that they knew the hospital better 

after seeing its advertising (v.27). However, more than three-quarters 

of the respondents said that the hospital advertising they had seen had 

no effect on them or actually caused them to be less inclined to use the 

facility sponsoring the advertisement. This breakdown is shown in Table 

8. 

Interviewees were asked to offer an opinion as to why certain 

hospitals would chose not to advertise (question 10). The most 
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Table 8 

Effect of Seeing Hospital Advertising 

Response n(185) Percent 

More inclined to use the facility sponsoring the ad 48 25.9 

Less inclined to use the facility sponsoring the ad 35 18.9 

No effect 102 55.1 

frequently given response was "don't know" 30,7%, which was followed by 

the position of 63 respondents (21,4%) that some hospitals may view 

advertising as unethical. The complete breakdown of responses, including 

those classified as other, is shown in Table 9-

Table 9 

Reasons Offered as to Why Certain Hospitals Do Not Advertise 

Reason n(214) Percent 

Can't afford it 19 6.4 

Too conserative 13 4.4 

Have nothing to promote 16 5.4 

May view it as unethical 63 21.4 

Doctors won't allow it 6 2.0 

All hospitals are alike 6 2.0 

Don't Know 91 30.7 

Question 10 is important to hospital advertisers in that it might 

allay concerns that by the abstinence of advertising a hospital would be 

perceived as being "too conservative" or "having nothing to promote." A 

majority of people apparently either have no idea why a hospital would 

not advertise or attribute the position to ethical constraints. 
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Questions Pertaining to Patient/Physician Roles 

An issue that is germane to determining the true effectiveness of 

hospital advertising centers on the question of who is the real 

decision-maker in terms of hospital selection. As stated in the 

introduction, much has been written on the matter, and the subject will 

undoubtedly continue to attract the interest of hospital professionals in 

the years ahead. The issue is of great significance to the question of 

the effectiveness of hospital advertising and could be summarized thusly, 

hospital advertising is virtually worthless, if the receiver can not or 

will not influence his or her doctor to select a certain hospital. 

Therefore, the researcher judged the entire issue of the 

physician/patient relationship as most important to the study and 

developed a series of questions plus additional individual questions 

designed to determine consumers' attitudes on the matter. 

"Do you have a regular physician?" (v.36) This question has been 

found in previous studies to be important to the whole matter of an 

individual's acceptance of advertising. Flexner and Berkowitz (1979) 

concluded that respondents without a regular physician are significantly 

more likely to believe hospitals should advertise. 

In this study, an overwhelming majority of 81.7% (241) stated that 

they had a regular physician. This has implications for hospital 

advertisers in offering services that can only be accessed through the 

referral of a physician, 

"Did you have influence in selecting the last hospital you used?" 

(v,37) This is an important question which produced the responses 

outlined in Table 10. Previous research cited by Sturm (1984) indicated 

43 percent of the respondents said they had participated in the decision 
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of hospital selection, a percentage comparable to this study. Another 

study by Professional Research Consultants received a higher response 

(61%) to the question. 

Table 10 

"Did You Have Influence in Selecting the Last Hospital You Used?" 

Responses n(294) Percent 

Yes 133 45,2 

No 108 36,7 

Never used a hospital 40 13,6 

Can't recall 13 4̂ 4 

The next question on the survey attempted to focus specifically on 

who selected the last hospital that the respondent used and was worded as 

follows: "Did you select the last hospital you used?" The responses to 

this question were divided almost equally with the "no" responses 

numbering 134 (50.2%) and the "yes" responses numbering 133 (49.8%). 

This seemly simple question is actually rather complex because the 

respondent may feel that he selected the last hospital when indeed the 

doctor made the selection, or, if this is not the case, the patient's 

range of choice was predetermined by the selection of a physician who may 

confine his practice to one or two hospitals. 

For example, the doctor might say, "You may have your surgery at City 

Hospital or East Side Hospital," in which case the patient may make the 

decision but the doctor has set the perameters. The issue of staff 

privileges by physicians is one factor in determining a hospital's 

success in attracting patients through advertising. If the hospital is 
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attempting to advertise its services to a potential patient whose regular 

physician does not hold staff privileges at the institution sponsoring 

the advertising, its advertising is doomed unless the potential patient 

is willing to change physicians. Willingness of patients to change 

physicians is important to the efforts of HMOs and PPOs, 

To the 134 respondents who answered that they did not decide on the 

last hospital selected, a follow-up question was asked to determine who 

did select the hospital (v,39)- The question was answered as follows: 

66.9% (89) said the physician decided; 26.3% (35) said they decided with 

the doctor; and 6.8% (9) said a friend or relative decided. 

The last question in the series "If you wanted to go to a certain 

hospital and your physician chose another one, to which would you go?" 

further probed the question of who is the decision-maker in the choice of 

hospitals. Exactly 35.2% (102) of the respondents said they would go to 

their choice with the remainder 65.8% (188) stating they would go with 

the physician's choice. This response is significant in structuring 

hospital marketing programs which involve advertising as a technique and 

underscores the importance of the physician in hospital selection. 

Perceived Powers of Hospital Advertising 

"Can advertising cause you to change your mind about a hospital?" 

(v.40). This question and the one that followed were asked to determine 

if, regardless of the respondent's opinion on the appropriateness or the 

effectiveness of advertising, advertising could change the person's 

opinion on a hospital. To the first question, 62.7% (183 of 292) said 

"no " that advertising would not cause them to change their mind about a 

hospital. 
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Question 16 (v.42) sought to determine if respondents would switch 

hospitals if there were special services, such as facilities and 

physician specialists, and they learned of those through advertising. 

Advertising proponents would be encouraged by the 60.1% (176) of 293 who 

said they would switch if they learned of special hospital services or 

physician specialists through advertising. 

Perhaps the point illuminated by the response to question 16 is for 

hospital advertisers to focus on specific benefits to potential consumers 

and to practice less of the institutional "we care" type of advertising 

that has characterized the industry for so long. 

Sources of Medical Information 

Question 17 (v. 43) asked "If a friend or family member needed 

information about a medical problem, how would you help him?" The 

purpose of the question was to discover sources of medical information. 

Table 11 reflects the response to the question, which overwhelmingly 

favor the consultation of a physician. 

Table 11 

If a Friend or Family Member Needed Information About a Medical 
Problem, How Would You Help Him? 

Response n(261) Percent 

Call a hospital 21 7.2 

Go to a hospital emergency room 15 5.2 

Call my doctor 200 67.8 

Read or watch advertising 2 .7 

Call another friend/neighbor for recommendations 23 7,8 
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Direct Mail Advertising 

Respondents were asked if they had received any direct mail 

literature from any local hospitals (v. 48). Interviewers were 

instructed to clarify if the respondent did not understand that the 

question was referring to advertising. A large number 258 (86 percent) 

of the respondents said they had not received direct mail advertising 

from hospitals. In a follow-up on the question, the 42 persons who said 

they had received direct mail advertising from a local hospital were 

asked if they could recall the name of the hospital. Forty-one 

respondents could remember the source of the direct mail and Table 12 

shows their answers. 

Table 12 

Recalled Source of Direct Mail Advertising 

Response n(41) Percent 

Charter Plains Hospital 6 14.6 

Community Hospital 8 19.5 

Highland Hospital 1 2.4 

Lubbock General Hospital 4 9.8 

Methodist Hospital 9 22.0 

St. Mary's Hospital 3 7.3 

South Park Hospital 9 22.0 

West Texas Hospital 1 2;_4 

Knowledge of Instant Care Centers 

The next question pertained to minor emergency or instant care 

centers (v. 51). Respondents were asked if they were "familiar" with 

this type of facility, to which 85 percent or 251 out of 296 said yes 
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they were. Respondents who answered affirmatively were asked how they 

had become familiar with an instant care center, A majority of the 258 

(55 percent) said through advertising, the rest in the following way: 

personal experience (32 percent), signs around town (10 percent), and 

through a friend who had used or worked at one (9 percent). 

Interest in Learning More About Hospitals 

Respondents were asked if they were interested in learning more about 

hospitals. The majority (64 percent) or 188 out of 295 said no; however, 

36 percent said they would be interested. 

Respondents' Opinions on Most Effective Way for a Hospital 

to Tell of Its Services 

Respondents' answers to the question on the most effective method for 

a hospital to tell its story are shown in Table 13. 

Table 13 

Most Effective Way for a Hospital to Tell About Its Services 

Response n(289) Percent 

Direct Mail 30 10.4 

Television 85 29.4 

Radio 3 1.0 

Newspaper 20 6.9 

Word-of-mouth 151 52.2 

A majority of the respondents said that word-of-mouth was the most 

effective way for a hospital to tell people about its services. However, 

47.7 percent felt that some form of paid advertising would be the most 

effective way. 
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Advertising's Influence on Hospital Preferences 

Each respondent was asked if he or she felt that hospital advertising 

would influence people's hospital preferences. A majority (62 percent) 

or 182 out of 296 said they did think that advertising would influence 

the decision of others. It is interesting that some said advertising by 

hospitals would not influence their decision, but it would influence 

other people's decision. 

Hospital Name Identification 

In question 24 (v. 59) respondents were asked: "When you think about 

Lubbock hospitals, which hospital first comes to mind?" Responses to the 

question are shown in Table 14. 

Table 14 

"When You Think About Lubbock Hospitals, 
Which Hospital First Comes to Mind?" 

Responses 

Charter Plains Hospital 

Community Hospital 

Highland Hospital 

Lubbock General Hospital 

Methodist Hospital 

St. Mary's Hospital 

West Texas Hospital 

Couldn't remember one 

n(300) 

3 

4 

6 

39 

200 

30 

11 

7 

Percent 

1.0 

1.3 

2.0 

13.0 

66.7 

10.0 

3.7 

2.3 

The important aspect to the question is not which hospital first came 

to mind but why did the hospital named first come to mind. Most 

respondents answered "personal experience" (62.8 percent) with the rest 
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divided as follows: "My doctor uses it" (6.1 percent),_advertising (1.4 

percent), "it has been around a long time (7.7 percent), and "it's in the 

news a lot" (3.4 percent). 

The fact that few attributed their response to advertising is not a 

true reflection of the effectiveness of advertising. Certain hospitals 

have been in existence longer or maintain a higher profile in the 

community without advertising. The next question is perhaps more 

illuminating regarding advertising's effectiveness. 

Question 25 (v. 65) asked the respondent if he or she had become more 

aware of any particular hospital during the past few months. Over half 

of the respondents, 54.8 percent of the 299 said yes, and 44.1 percent 

said no. Those who answered in the positive were asked to name the 

hospital with which they had become more familiar. Table 15 shows that 

response. 

Table 15 

Hospitals With Which Respondents Had Become 
More Familiar Within the Past Few Months 

Responses n(126) Percent 

Charter Plains Hospital 

Community Hospital 

Highland Hospital 

Lubbock General Hospital 

Methodist Hospital 

St. Mary's Hospital 

South Park Hospital 

West Texas Hospital 

23 

14 

4 

36 

24 

15 

2 

8 

18.0 

10.9 

3.1 

28.1 

18.8 

11.7 

1.6 

6.3 
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Reasons as to why the respondents have become more familiar are shown 

in Table 16. 

Table 16 

Reasons for Increased Awareness of a Certain Hospital 
Within the Past Few Months 

Responses n(124) Percent 

Personal experience 57 45.6 

Advertising 43 34.4 

Word-of-mouth 8 6.4 

News reports 11 8.8 

Employee or Doctors 5 4.0 

Usage of Lubbock Hospitals Within the Past Two Years 

Question 26 (v. 68) asked "What Lubbock hospitals have you or a 

member of your family been in within the past two years?" Answers are 

revealed in Table 17. 

Table 17 

"What Lubbock Hospitals Have You or a Member of Your Family 
Been in Within the Past Two Years?" 

n(298) Percent 

Charter Plains Hospital 

Community Hospital 

Highland Hospital 

Lubbock General Hospital 

Methodist Hospital 

St. Mary's Hospital 

South Park Hospital 

None 

2 

11 

27 

48 

145 

49 

16 

82 

.7 

3.7 

9.1 

16.1 

48.7 

16.4 

5.4 

27.5 
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Attitudinal Questions 

A series of questions (v. 77-82) was asked to which respondent could 

answer according to a five-point Likert scale. Possible answers were: 

strongly agree, agree, no opinion, disagree, and strongly disagree. 

To question 27, "All hospitals are basically alike," the 299 

responses were as follows: strongly agree (.3 percent), agree (28 

percent), no opinion (5 percent), disagree (52 percent), and strongly 

disagree (15 percent). 

To question 28, "Except for a few certain types of medical problems, 

it really does not matter which hospital is used," the 299 responses were 

as follows: strongly agree (1.3 percent), agree (29 percent), no opinion 

(7 percent), disagree (51.2 percent), and strongly disagree (11.4 

percent). 

To question 29 (v. 79), "If my doctor said I needed to go to the 

hospital, I would determine by myself which hospital," the breakdown from 

299 respondents was as follows: strongly agree (3 percent), agree (28 

percent), no opinion (8 percent), disagree (55 percent), and strongly 

disagree (5.4 percent). 

To question 30 (v. 80), "I prefer that my physician decide on the 

hospital," the response from 299 was as follows: strongly agree (5 

percent), agree (50 percent), no opinion (7.7 percent), disagree (36.1 

percent), and strongly disagree (1.3 percent). 

To question 31 (v. 81), "Hospitals that advertise appeal to me," the 

response from 299 was as follows: strongly agree (.7 percent), agree (22 

percent), no opinion (34 percent), disagree (39 percent), and strongly 

disagree (5.4 percent). 
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To question 32 (v. 82), "A hospital that has to advertise must be 

desperate for patients," the response from 298 was as follows: strongly 

agree (3 percent), agree (22 percent), no opinion (9 percent), disagree 

(58 percent), and strongly disagree (9 percent). 

Question 33 (v, 83) was a yes or no question, "If you had to be 

hospitalized, would you prefer one Lubbock hospital over another?" The 

purpose behind the question was to determine a general degree of hospital 

loyalty, A large majority (80,7 percent) of 292 respondents answered 

affirmatively and 17,9 percent said no. 

Question 34 (v. 84) asked the respondent if he or she would refuse to 

go to a certain hospital even upon a physician's recommendation. More 

than one-half of the 297 respondents (58 percent) answered that they 

would refuse to go to the hospital described in the question. The next 

question (v. 85) was a follow-up question to question 34 which asked if 

advertising by a hospital would influence that decision. A large 

percentage (79.5) of the 298 who answered the question said that 

advertising would not influence that decision. The researcher does not 

interpret this to mean that advertising is ineffective, but that if 

respondents held strongly negative feelings about a certain hospital, 

then advertising would not change those feelings for a majority. 

Correlation Analysis 

The Pearson r is used in this section of the study to indicate to 

what extent there is a linear relationship between two variables. When 

"significance" is indicated, it means there is at least 95 percent 

probability that there is a linear relationship in the population. The 

Pearson r varies between -1.00 and +1.00, with a correlation coefficient 
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of +1.00 indicating a perfect positive correlation. Of particular 

interest are the correlations between attitudes toward hospital 

advertising and demographics; attitudes toward hospital advertising and 

the relationship with a personal physician, and attitudes toward hospital 

advertising and degree of interest in learning more about hospitals. 

Demographics 

The study revealed that older respondents were not as accepting of 

hospital advertising as were the younger respondents. Table 18 shows a 

negative correlation between various measurements of attitude toward 

hospital advertising and age. While all of the variables indicated a 

negative correlation, four are especially important because the p shows 

"significant" mean relationships. These four variables indicated that 

older respondents are not likely to change their attitudes toward a 

hospital after seeing its advertising. 

Table 19 shows the correlation of attitudes toward hospital 

advertising and income. The first of the two correlations which are 

significant statistically indicated that as income increased so did the 

willingness of the respondent to switch hospitals if through advertising 

special services of a hospital became known. As stated earlier, this 

would appear to indicate that hospitals would be more effective in 

advertising programs by presenting specific benefits, especially if their 

target market were made up of higher income persons. The other is a 

negative correlation between income and the ability of hospital 

advertising to change the respondent's mind about a hospital. 

While this might appear to be a conflict, it seems only to reinforce 

the need for specificity in hospital advertising. In other words, the 
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Table 18 

Attitudes Toward Hospital Advertising Related to Age 

Correlating variables r p 

Should hospitals advertise (v.l) n(289) -.0883 .064 

Effectiveness of hospital advertisements -.043 .281 
(v,ll) n(182) 

Attitudinal change from exposure to hospital 
advertising (v,26) n(183) -.1385 .031* 

Inclination to use the hospital that 
advertised (v.28) n(183) -.0203 .393 

Ability of advertising to change mind 
about a hospital (v.41) n(291) -.2032 .000* 

Willingness to switch hospitals as a result 
of advertising (v.42) n(291) -.1331 .012* 

-.1127 .064 
Knew the hospital better as a result of its 
advertising (v.27) n(183) 

Advertising influences people's hospital 
preferences (v. 58) n(294) -.0205 ,363 

Hospitals that advertise appeal to me -,0609 .148 
(v,81) n(297) 

Advertising's influence on a decision ^ 
regarding a hospital (v, 85) n(296) ^^560 ,004::̂  

•significance indicated p <,05 

response appears to reveal the attitude of "give me facts on specific 

benefits from a certain hospital, not nebulous image building promotion." 

Or another interpretation could be as income increases so does confidence 

in decision making. 

Table 20 reveals two significant correlations. The first is that as 

education increased so did the perceived likehood of hospital advertising 

changing the respondent's mind. The other significant variable is that 

as education increased so did the respondent's positive answers to the 
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Table 19 

Attitudes Toward Advertising Related to Income 

Correlating variables r p 

0331 

0535 

0821 

0220 

,293 

.244 

.142 

.387 

Hospitals should advertise (v. 1) n(271) 

Effectiveness of hospital advertisements 
(v.11) n(171) 

Attitudinal change from exposure to hospital 
advertising (v.26) n(172) 

Inclination to use the hospital that 
advertised (v,28) n(172) 

Ability of advertising to change mind 
about a hospital (v.41) n(264) -.1215 ,024* 

Willingness to switch hospitals as a result 
of advertising (v, 42) n(265) .1253 .021* 

Knew the hospital better as a result of its 
advertising (v.27) n(172) .0960 .105 

Advertising influences people's hospital 
preferences (v.58) n(267) .0619 .157 

Hospitals that advertise appeal to me -.0048 .469 
(v.81) n(276) 

Advertising's influence of a decision 

regarding a hospital (v.85) n(269) .0277 .326 

*significance indicated p <.05 

question, "Hospitals that advertise appeal to me." This may reflect a 

better understanding of the role of advertising in conveying information. 

The correlation of attitudes toward advertising and the respondent's 

relationship with a regular physician is presented in Table 21. Before 

the survey it was assumed that a person with a regular physician would be 

less likely to view hospital advertising favorably as shown in the 

Flexner and Berkowitz study (1979). Table 21 shows that this appears to 

be correct, specifically a negative correlation is shown between 
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Table 20 

Attitudes Toward Advertising Related to Education 

Variables correlated r 

Should hospitals advertise (v.l) .0537 

Effectiveness of hospital advertisements (v, 11) .0519 

Attitudinal change from exposure to hospital 
advertising (v.26) 

Inclination to use the hospital that 
advertised (v,28) 

Ability of advertising to change mind 
about a hospital (v.41) 

Willingness to switch hospitals as a result 
of advertising (v,42) 

Knew the hospital better as a result of its 
advertising (v, 27) 

Advertising influences people's hospital 
preferences (v. 58) 

Hospitals that advertise appeal to me (v,81) 

Advertising's influence on a decision 
regarding a hospital (v,85) 

.0460* 

-.0316 

.1024 

.0666 

.0859 

.0059* 

.1111 

.0656 

.178 

.243 

,268 

,335 

.041* 

.128 

.123 

.460 

.028* 

.130 

*significance indicates p <.05 

"hospitals that advertise appeal to me" and a relationship with a regular 

doctor (r=-.1190, p=.028). It could be that a person with a regular 

physician has confidence in his physician's recommendations for a 

hospital and therefore would be less persuasible. However, the 

nationwide study (n=1000) conducted by National Research Corporation in 

February of 1984, revealed the same proportion of respondents with and 

without a regular physician that said hospitals should advertise. 

A negative correlation is also shown between determining the hospital 

and having a regular physician, both with and without the controls. This 



65 

is probably attributable to the confidence placed in the regular 

physician. 

Table 21 

Partial Correlations Between Selected Variables and Relationship 
With a Regular Physician, Controlling for Income and Age 

Variables correlated 
n(256) 

Should hospitals advertise (v.l) 

Ability of advertising to change 
mind about a hospital (v.41) 

Advertising influences people's 
hospital preference (v. 58) 

All hospitals are basically alike 
(v,77) 

Doesn't matter which hospital 
is used (v.78) 

Determine hospital alone (v.79) 

Doctor decides alone (v.80) 

Hospitals that advertise appeal 
to me (v.81) 

A hospital that advertises must 
be desperate for patients (v.82) 

Zero 
r' 

r_ 

.0043 

,0041 

.0010 

.0648 

.0532 

Order 
s 

2 

.472 

.474 

.493 

.150 

.198 

-.1625 

-.0045 

.004' 

,472 

Partial r s 
Contr 
Income 

r_ 

.0092 

.0114 

.0052 

.0724 

.0569 

.1472 

oiling 
and Age 

£ 

.442 

.428 

.467 

.124 

.182 

.009* 

-.0101 436 

-.1190 .028* 

.0405 .259 

-.1069 .044* 

.0559 .187 

*significance indicated p <.05 

In Table 22, correlations are presented between various key variables 

which are listed and income. There are some interested inverse 

correlations between income and four of the variables, although only the 

correlation between income and desire to determine hospital selection 

alone is statistically significant. After partialling out for 

relationship with a regular physician and age, it appears that as income 

increases a positive correlation occurs with the ability of advertising 
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to change the respondent's opinion about a hospital. Therefore, age and 

relationship of a regular physician are important factors. A positive 

correlation exists between "Except for a few certain types of medical 

problems, it really does not matter which hospital is used" and income, 

even after controlling out the relationship with a regular physician and 

age. This could be explained perhaps by reviewing the question again, 

the phrase "except for a few certain types of medical problems" certainly 

qualifies the rest of the statement. 

Table 22 

Partial Correlations Between Selected Variables and Income, 
Controlling for Relationship with a Regular Physician and Age 

Partial r's 
Controlling for 
Relationship 
with a Regular 
Physician & Age 

Variables Correlated 
n(254) 

Zero 
r' 

r 

,0300 

,1385 

.0569 

.0642 

Order 
s 

2 

.316 

.013* 

.182 

.152 

Should hospitals advertise (v.l) 

Ability of advertising to change 
mind about a hospital (v.41) 

Advertising influences people's 
hospital preferences (v.58) 

All hospitals are basically alike 
(v.77) 

Doesn't matter which hospital 
is used (v.78) 

Determine hospital alone (v.79) 

Doctor decides alone (v.80) 

Hospitals that advertise appeal 
to me (v.81) 

Hospitals that advertise must be 
desperate (v.82) 

2298 .000* 

-.0757 .113 

.0624 .159 

.0009 .494 

.0805 .099 

r 

0211 

1101 

0549 

0400 

1962 

0567 

0600 

0074 

0515 

£ 
.368 

.039* 

.191 

.262 

.001* 

.183 

.170 

.453 

.206 

'significance indicated p <.05 
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Table 23 reveals a strong negative correlation between age and 

acceptance of hospital advertising. Also, the older respondents 

expressed more loyality to particular hospitals as revealed through the 

negative correlation between age and "all hospitals are alike" and age 

and "doesn't matter which hospital is used." 

Table 23 

Partial Correlations Between Selected Variables and Age, 
Controlling for Relationship with Regular Physician and Income 

Partial r's 
Controlling for 
Relationship 
with Regular 
Physician and 
Income 

Variables correlated 
n(254) 

Zero Order 
r s 

Should hospitals advertise (v.l) 

Ability of advertising to change 
mind about a hospital (v.41) 

Advertising influences peoples 
hospital preferences (v.58) 

All hospitals are basically alike 
(v.77) 

Doesn't matter which hospital 
is used (v.78) 

Determine hospital alone (v.79) 

Doctor decides alone (v.80) 

Hospitals that advertise appeal 
to me (v.81) 

A hospital that advertises must 
be desperate for patients (v.82) 

,0542 

£ 

.193 

-.2154 .000* 

-.0192 .379 

-.0911 .072 

-.2136 .000* 

.0398 .262 

-.0288 .323 

-.0872 .081 

-.1509 .008* 

-.0515 

2 

.206 

-.1996 .001* 

-.0107 .432 

-.0951 .065 

-.1994 .001* 

-.0239 .352 

-.0186 .384 

-.0681 .139 

-.1495 .008* 

*significance indicated p <.05 

An appraisal of the data from Table 24 indicates that those who seek 

more information about hospitals respond more favorably to hospital 
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advertising, as would be expected. Another interpretation of correlation 

is that those who respond favorably to hospital advertising are more 

interested in information on hospitals. It could be said that hospital 

advertising had aroused some curiosity. It should be noted that only 

35.9 percent of the respondents (n=299) expressed an interest in learning 

more about hospitals. 

It is noteworthy that a positive correlation existed between those 

who said they prefer to determine the hospital alone and interest in 

learning more about hospitals 

Table 24 

Partial Correlation Between Selected Variables and Interest 
in Learning More About Hospitals, Controlling for Income and Age 

Variables correlated 
n(260) 

Attitude (v.91) 

All hospitals are basically alike 
(v,77) 

Doesn't matter which hospital 
is used (v, 78) 

Determine hospital alone (v,79) 

Doctor decides alone (v,80) 

Hospitals that advertise appeal 
to me (v,81) 

A hospital that advertises must 
be desperate for patients (v.82) 

Zero 
r' 

r 

.0669 

-.0105 

-.0655 

.1079 

.0126 

,1651 

.0105 

Order 
s 

£ 

.139 

.433 

.145 

.040* 

.419 

.004* 

.433 

Partial r's 
Controlling for 
Income and Age 

r 

.0487 

-.0188 

-.0826 

.0994 

.0127 

.1553 

-.0059 

£ 

.216 

.381 

.091 

.054* 

.419 

.006* 

.462 

significance indicated p <.05 

Table 25 reveals that a negative correlation exists between 

respondents with regular physicians and certain key indicators of 

acceptance of hospital advertising. 
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Table 25 

Partial Correlations Between Selected Variables and 
Relationship With a Regular Physician, 

Controlling for Age and Education 

Partial r's 
Variables correlated 

n(281) 

Should hospitals advertise (v.l) 

Ability of advertising to change 
mind about a hospital (v.41) 

Advertising influences people's 
hospital preferences (v.58) 

All hospital are basically alike 
(v.77) 

Doesn't matter which hospital 
is used (v.78) 

Determine hospital alone (v.79) 

Doctor decides alone (v.80) 

Hospitals that advertise appeal 
to me (v.81) 

A hospital that advertises must 
be desperate for patients (v.82) 

Zero 
r' 

-.0128 

-.0310 

-.0109 

.0541 

.0245 

-.1357 

.0208 

-.1187 

.0107 

Order 
s 

£ 

.415 

.301 

.427 

,181 

,340 

.011* 

.363 

.023* 

.429 

Controll 
Age & Ed 

r_ 

-.0036 

-.0048 

-.0076 

.0631 

.0514 

-.1284 

.0297 

-.1098 

.0322 

ing for 
ucation 

£ 

.476 

.468 

.449 

.145 

.195 

.015* 

.309 

.033* 

.295 

significance indicated p <.05 

Table 26 shows a correlation between selected variables and 

education. Basically, the data show that without controlling for other 

variables, a positive correlation exist between education and acceptance 

of advertising. Also, education positively correlated with allowing the 

doctor to decide on the hospital. 

What is surprising is the positive correlation between education and 

the statements that "all hospitals are alike" and "it doesn't matter 

which hospital is used." It is also interesting that education and the 



70 

ability of advertising to change an opinion, about a hospital positively 

correlate while education and hospitals that advertise negatively 

correlate. 

Table 26 

Partial Correlations Between Selected Variables and Education, 
Controlling for Relationship with a Regular Physician and Age 

Partial r's 
Controlling for 

„ . ., Relationship 
Variables correlated -, - . 

n(281) 

Should hospitals advertise (v.l) 

Ability of advertising to change 
mind about a hospital (v.41) 

Advertising influences people's 
hospital preferences (v.58) 

All hospitals are basically alike 
(v.77) 

Doesn't matter which hospital 
is used (v.78) 

Determine hospital alone (v,79) 

Doctor decides alone (v,80) 

Hospitals that advertise appeal 
to me (v.81) 

A hospital that advertises must 
be desperate for patients (v.82) 

Zero Order 
r's 
r_ 

,0462 

,1258 

-.0131 

.1856 

.1366 

-.1086 

£ 

.219 

,017* 

,413 

,001* 

.011* 

.034* 

With a Regular 
Physician & Age 

r_ 

.0232 

.0609 

-.0209 

.1644 

.0730 

-.1283 

£ 

.349 

.153 

.363 

.003* 

.111 

.015* 

,0271 

-.1015 

,324 

,044* 

.0363 .271 

,0049 .467 

1246 .018* 

-.0163 .393 

*significance indicated p <.05 

Table 27 shows that as respondents' age increased their acceptance of 

hospital advertising decreased. A negative correlation existed between 

age and the statement "it doesn't matter which hospital is used," which 

again indicated age and hospital loyalty appear to positively correlate. 
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Table 27 

Partial Correlations Between Selected Variables and Age, 
Controlling for Relationship with a Regular Physician and Educat ion 

Variables correlated 
n(281) 

Should hospitals advertise (v.l) 

Ability of advertising to change 
mind about a hospital (v.41) 

Advertising influences people's 
hospital preferences (v.58) 

All hospitals are basically alike 
(v. 77) 

Doesn't matter which hospital 
is used (v.78) 

Determine hospital alone (v.79) 

Doctor decides alone (v.80) 

Hospitals that advertise appeal 
to me (v.81) 

A hospital that advertises must 
be desperate for patients (v.82) 

Zero 
r' 

r 

-.0705 

-,2007 

-,0192 

-.0878 

-.1954 

-.0409 

-.0621 

-.0506 

Order 
s 

£ 

.118 

.000* 

.373 

.070 

.000* 

.246 

.148 

.198 

Partial r's 
Controlling for 
Relationship 
With a Regular 
Physician and 
Education 
r 

-.0570 

-.1664 

-.0240 

-.0338 

-.1649 

-.0661 

-.0599 

-.0762 

£ 

.170 

.003* 

.344 

.285 

.003* 

.134 

.158 

.101 

-.1448 .007* -.1442 .008* 

*significance indicated p <.05 

Table 28 reveals again that respondents interested in learning more 

about hospitals favor hospital advertising and appear to prefer more 

self-determination in hospital selection. Controlling for age and 

education did not significantly affect the relationships shown in the 

table. 

The first variable listed (attitude) is a combination of variables 

77-82. 
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Table 28 

Partial Correlations Between Selected Variables and Interest 
in Learning More About Hospitals, Controlling 

for Age and Education 

Variables correlated 
n(287) 

Attitude (v.91) 

All hospitals are basically alike 
(v.77) 

Doesn't matter which hospital 
is used (v.78) 

Determine hospital alone (v.79) 

Doctor decides alone (v,80) 

Hospitals that advertise appeal 
to me (v, 81) 

A hospital that advertises must 
be desperate for patients (v.82) 

Zero 
r' 

T_ 

,0760 

,0210 

.0484 

.1166 

Order 
s 

£ 

.098 

.360 

.205 

.023* 

,0275 .320 

.1728 .002* 

-.0020 .486 

Partial r's 
Controlling for 
Age & Education 

L £ 

.0498 .199 

-.0279 .319 

.0736 

1091 

0201 

.106 

.032* 

.367 

.1637 .003* 

-.0245 .339 

•significance indicated p <.05 
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Fulfillment of Study Obiectives 

The general purpose of the study was to examine consumers' attitudes 

toward hospital advertising. To accomplish that goal, eight specific 

objectives were set forth for the study. These objectives have been 

fulfilled by the study, 

1, The first objective was to measure the level of exposure of a 

representative sample of Lubbock residents to hospital advertising, A 

randomly selected sample of 300 respondents was used, which generally 

gives a 6 percent error in projecting the population at 95 percent 

confidence level. Of the full sample, 182 or 61 percent said that they 

had seen or heard hospital advertising. This answers the question on 

level of exposure of Lubbock residents to hospital advertising. It is 

possible that some respondents had seen hospital advertising but could 

not recall it. 

2. The second objective was to measure the attitudes of Lubbock 

residents toward hospital advertising. This probe revealed that a 

majority (56 percent) felt that hospitals should advertise, 33 percent 

said that hospitals should not advertise, and 11 percent did not know one 

way or the other. The most commonly given reason for justifying hospital 

advertising was "it helps create awareness of services" (32 percent) 

followed by "competition is good for the health care industry" (13 

percent). The other reasons were too varied for any one to be 

statistically meaningful. 

Regarding reasons why hospitals should not advertise, the most common 

answer was "it is unethical" (12 percent) followed by "people are aware 

of hospital services" (10 percent). The most interesting and helpful 

information on the question of whether hospital should or should not 
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advertise was gleaned through correlational analysis of the question with 

demographic characteristics. 

3. The third objective was to determine if survey residents will to 

learn more about hospitals. The survey responses indicated that 64 

percent of the respondents (188 of 294) were not interested in learning 

more about hospitals. Some typical responses were, "I try to stay away 

from hospitals" and "I know all I need to know about hospitals," 

4. The fourth objective was to learn if respondents would switch 

hospitals if information on special programs and/or physician specialists 

were presented to them through advertising. A majority, 60 percent, said 

that they would switch hospitals if they heard of special features of a 

competing hospital via advertising. However, correlational analysis 

revealed that the older the respondents, the less likely he or she would 

be to switch hospitals because of advertising. 

5. The fifth objective was to identify the extent to which consumers 

determine the selection of hospitals. In order to secure a reasonable 

degree of internal validity on this issue, the question was posed in 

several ways in an attempt to determine the respondent's feelings. In 

response to the question, "Did you have influence in selecting the last 

hospital you used?", 45 percent or 133 respondents said yes. When asked 

if they actually selected the last hospital they used, 50 percent or 

again 133 respondents said yes. 

To determine future behavior on the issue, this question was asked, 

"Would you refuse to go to a certain hospital even upon your physician's 

recomendation?" to which 58 percent responded yes. Another question on 

this subject, "If you wanted to go to a certain hospital and your 
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physician chose another one, to which would you go?" garnered a 65 

percent response saying that the physician's choice would prevail, 

6, The sixth objective was to ascertain the effectiveness of 

hospital advertising in presenting the sponsor's message. Again, efforts 

were made through the use of several questions on this issue to have 

respondents reveal their feelings. Of those who had been exposed to 

hospital advertising, 42 percent said the advertising was effective and 

14 percent said it was very effective. Perhaps more revealing however 

were the responses to the question on the affect of the hospital 

advertising to which the respondents had been exposed. Fifty-five 

percent said these advertisements had no effect on them and 19 percent 

said they were less inclined to use the hospital that sponsored the 

advertisement. 

7, The seventh objective was to determine the ranking of Lubbock 

hospitals in terms of name recognition and seek to determine if 

advertising has affected the ranking. Table 14 reveals the results of 

the question. 

When asked why the hospital named first came to mind, most cited 

personal experience (63 pecent), with only 1.4 percent (4 respondents) 

attributing the name identification to advertising. However, this alone 

should not be interpreted to mean that advertising is not effective since 

the respondent was asked to name the hospital that "first comes to 

mind." Perhaps he or she is also familiar with other institutions and in 

some cases it is clearly because of advertising. For example, few 

respondents indicated a personal experience with Charter Plains Hospital, 

yet many had become aware of it in the past few months. Advertising 

would appear to explain this awareness. 
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8. The eighth and final objective was to determine the demographic 

characteristics of respondents most likely to react favorably to hospital 

advertising. The answer to the objective was revealed in the study and 

will be developed in the next section. However, by way of summary, the 

"ideal" candidate on whom hospital advertising would probably have its 

greatest effect would be a younger person, educated, fairly affluent, and 

without a regular physician. 



CHAPTER IV 

SUMMARY AND CONCLUSIONS 

Summary 

This study has produced results which provide the basis for 

suggesting the following summation: 

1, A majority of consumers surveyed in Lubbock (56 percent) believe 

that hospitals should advertise. They feel this way for many reasons but 

chiefly because they feel advertising by a hospital helps to create 

awareness of its services; because competition among hosptials is 

healthy; and because hospitals have the right to tell their story. This 

study compares with an earlier 1984 nationwide survey conducted by 

National Research Corporation in which 66% of the 1,000 consumers 

interviewed said hospitals should advertise. As stated, the difference 

between the results of this survey and the national survey are probably 

attributable to local mores and the lack of highly competitive and 

product specific hospital advertising seen in this area. 

2. Hospital advertising should be specific as to benefits available 

to the consumers through use of the product or service being advertised. 

This conclusion is based on responses which indicated that a significant 

portion of the consumers surveyed would switch hospitals if they learned 

through advertising of special services available from another hospital. 

It should be noted again that this willingness to switch was negatively 

correlated with age. Therefore, the practical significance of the 

finding is that the demographics of the groups being targeted for a 

service should be considered before launching an advertising campaign. 

For example, in a service such as cataract removal which would be 

77 



78 

positively correlated with age, advertising would not appear to be 

effective. However, for obstetrical services, which serve women in the 

child bearing years, advertising would probably be effective, 

3. Survey respondents were able to recall more exposure to hospital 

advertising through the medium of television than any other. In making 

media selection decisions, television would certainly have its place, 

depending upon the application and purpose of the advertisement. 

However, respondents may have overlooked media other than television 

simply because television first came to mind, 

4. Respondents ranked direct mail as an effective way for a hospital 

to advertise its services (10,4 percent said the most effective). Plus 

the literature review indicated that of the advertising options, direct 

mail was the most popular with hospitals across the nation (Healthcare 

Marketing Report, 1984, p. 1). Yet, the survey revealed that only 14 

percent of the 300 people surveyed had received direct mail advertising 

from a local hospital, Lubbock hospitals would probably do well to 

consider this method, especially since it can be tightly controlled in 

terms of audience selection, 

5. A majority (62 percent) said they felt hospital advertising did 

influence people's hospital preferences. 

6. As level of income increased so did the ability of advertising to 

change the respondent's mind about a hospital. 

7. As age increased, the ability of advertising to change the 

respondent's mind about a hospital decreased. 

8. As age increased, so did the likelihood of the respondent having 

a regular physician. Similarly, as income increased so did the 

likelihood of the respondent having a regular physician. 
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9. Respondents of all ages were not as responsive to hospital 

advertising if they had a personal physician, 

10. With an increase in age came the attitude that it does matter 

which hospital is used. However, older respondents tended to leave that 

decision more with the physician. 

Conclusions 

With the reelection of President Ronald Reagan in November of 1984, 

it appears that the philosophy that competition among health care 

providers is beneficial to consumers will remain the driving influence in 

the health care industry for at least the next four years. Congruent 

with this philosophy are the desires and actions of various segments of 

American society (mainly business and industry) to exert downward 

pressure on health care costs. 

The movement toward increased competition has lead to several 

reactions by the health care industry, as well as the introduction of 

significant changes in the ways hospitals are paid for their services. 

For the first time, hospitals are truly being market-driven as opposed to 

being "provider-dominated." 

One of the reactions by many hospitals has been to adopt businesslike 

practices in their bids to successfully compete in this new environment. 

Part of the approach has been the acceptance of marketing into the 

hospital industry. With the acceptance of marketing, it was only logical 

to assume that hospital marketers would wish to avail themselves of the 

powerful communication tool known as advertising. 

Hospital administrator^ slowly have accepted advertising as one of 

the new tools necessary for survival. Perhaps neither hospital 
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administrators nor their medical staffs like the practice of advertising, 

but a trend toward its use is definitely present. 

The acceptance of hospital advertising leads to the question, "Is the 

use of advertising the correct response?" Answering that question is 

truly the crux of the study. The issue is rather complex and a pat 

answer can only be described as an oversimplification. The most 

appropriate answer to the question as revealed through this study, 

appears to be "maybe." It depends on the careful consideration of two 

key variables, service being advertised and the target market. 

The study revealed that, while a significant percentage of 

respondents said they thought hospital advertising was acceptable, many 

said the advertising they had seen or heard had produced no effect on 

them. Or even less encouraging to advertising proponents, had produced a 

negative effect. Perhaps, consumers can not perceive by themselves the 

subtle influences that advertising has on them, especially over a period 

of time. 

The researcher spent considerable time on the issue of the consumer 

accessing the service once it is advertised by a hospital. The survey 

revealed that exactly half of the respondents (50 percent) felt that they 

had made the decision on hospital selection in their last hospitalization 

and that many felt they would make the decision in the future. 

In many cases the physician is, or in some cases must be, the 

intermediary between the patient and the service. This is why the 

researcher joins with others who suggest that the greatest opportunity 

for the use of advertising by hospitals lies in the promotion of primary 

care services and wellness programs which are directly accessible by the 

consumer. In actual practice, results might vary from the respondent's 
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view of who decides on the hospital, but it is apparent and important 

that people perceived themselves to be in charge of the choice of 

hospital selection. 

On the question of who decides on the hospital, the patient or 

doctor, a case could be made that the patient wishes to participate in 

this decision but recognizes that the doctor's preferences are important 

also. Even this slight difference is significant because it indicates a 

trend away from the idea that "the doctor knows best." Herein is an 

opportunity for enterprising health care marketers to persuade the 

consumer of the advantage of a particular institution and let the 

consumer persuade the doctor. This approach has been called the "pull" 

strategy (Hillestad and Berkowitz, 1984). This simply means that the 

service is promoted to the consumer with the hope that the consumer will 

ask for the hospital. For example, promotion directly to the consumer 

for a fitness program with the idea that when the consumer visits his or 

her regular doctor, a request would be made for the hospital sponsoring 

the fitness program. With an increasing supply of doctors who will face 

more competition than in the past and possibly fewer office visits, the 

message is likely to fall upon receptive ears as it is expected doctors 

will be more patient-oriented on such matters. Medical Economics 

reported on a survey that indicated a decrease in the median number of 

weekly visits between 1978 and 1982 of 126 visits, or about a 20 percent 

decline (December 20, 1982, p. 151). 

As might be expected the older respondents were less likely to be 

favorably inclined toward hospital advertising. This reaction is 

probably attributable to a general resistance to change which is 

generally accepted to be correlated positively with age, their 
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dependency and trust in a personal physician, and possibly a desire to 

avoid information concerning hospitals because of fears or remembrances 

of past unpleasantries associated with hospitals. 

Based on the survey, it could be inferred that respondents of all 

ages who have a regular doctor are less likely to respond favorably to 

hospital advertising. This attitude could best be summarized by quoting 

one respondent who said, "I have a doctor who I trust so why worry about 

choosing the 'right' hospital." 

A few respondents agreed with the statement that all hospitals are 

alike (28 percent agreed and 3 percent strongly agreed). It is 

understandable that this group would not have strong leanings toward any 

certain hospital. The practical aspect to the finding is that hospital 

marketers would appear to have an excellent opportunity to distinguish 

their hospital in the minds of this segment by advertising a unique 

service of their institution since the group sees all hospitals as being 

similar. In advertising terminology it might be called creating a 

"distinctive selling advantage." 

Regarding the most effective means of communicating to an audience 

about a hospital, 52 percent said word-of-mouth would be the first 

choice. This was followed by television (29 percent). It is interesting 

that the overwhelming majority of respondents said that they had been 

exposed to hospital advertising through the medium of television (82 

percent). 

Apparently consumers do not view, to any significant degree, 

hospitals that do advertise in a negative light. A large majority, 67 

percent, either disagreed or strongly disagreed with the statement that a 
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hospital that has to advertise must be desperate for patients. This 

feeling should be an encouragement to hospitals that advertise or are 

contemplating advertising. 

The study revealed, not surprisingly, that a positive correlation 

existed between age and a relationship with a regular physician. This is 

probably due to the increase in health problems with age or perhaps just 

the longer time frame during which a relationship with a doctor could be 

developed. A positive correlation was also found to exist between income 

and relationship with a regular physician. 

As might be expected, respondents who expressed an interest in 

learning more about hospitals also stated that "hospitals that advertise 

appeal to them," This is probably due to curiosity, and advertising is 

meeting the need to satisfy that curiosity. 

Limitations 

The limitations of this study include those common to all surveys 

based on phone interviews. The incompleteness of the telephone directory 

is certainly a problem. Another common concern is that only the more 

opinionated will take the time to answer. The need to be brief when 

interviewing by phone and the lack of visual aids (e.g., lists of scales, 

words to choose from, etc.) are two problems cited with telephone surveys 

(Worcester, 1972, p. 222). 

The survey instrument was pretested and several problems were 

corrected. The use of the word desperate in "Hospitals that have to 

advertise must be desperate for patients" should have been eliminated as 

the researcher believes it was too strong a word and appeared to have 

influenced respondents. 
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The questions pertaining to instant care centers, while interesting 

and harmless, could have been eliminated for the sake of brevity. 

It is believed that the size of the sample (300) corrected for part 

of the possible weaknesses of the study. The researcher is also 

encouraged by the interviewers on the survey, all of whom were carefully 

instructed adults. Most of the interviews took place in one office and 

were monitored. 

The survey was designed to identify broad trends in consumers' 

attitudes toward hospital advertising and despite the limitations 

described, the results of this study are believed by the researcher to be 

commensurate to that goal. 

Suggestions for Further Studies 

It would appear to the researcher that the consumer is about midway 

on the continuum of no acceptance of hospital advertising to full 

acceptance. Hospital administrators and physicians are less than midway 

on the same continuum, but the trend is toward acceptance of advertising. 

Future research which would measure consumer attitudes in the same 

fashion a's this study would appear to be indicated. If this were 

accomplished, this study could serve as a baseline for future studies on 

the same subject (i.e., a linear time study to measure changes from this 

1984 study). 

Other questions worthy of consideration for future researchers would 

include the following: 

*Do doctors on the medical staff of hospitals that 

advertise feel less kindly toward the institution than they 

might if the hospital did not advertise? 
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*What appeals would be most effective in motivating 

potential consumers of hospital services to respond? 

*Do hospitals that advertise loose support from the media 

with traditional public relations activities such as publicity 

for new services? 

*Which medium is most effective for hospital advertising in 

a variety of applications? 
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APPENDIX: SURVEY QUESTIONAIRE 

Phone No 

Respondent's Name Prepared by 
Brent D. Magers 

Date July 18, 1984 

Time of Day 

Interviewer 

Good evening/morning, Mr./Mrs. (Respondent's Name) 

(My name is -̂OPTIONAL.) I am a student at Texas 

Tech University. As a research project for a Master's Thesis, I am 

interviewing people in Lubbock about their attitudes toward advertising 

by hospitals. I am not selling anything. Your responses will be kept 

strictly confidential. I would like to ask you a few questions for 

about eight minutes. Thank you. 

Variable 

11. Do you feel that hospitals should advertise? 

3 Yes 1 No 2 Don't Know 

a. (If Yes) Why do you feel hospitals should advertise? 

(DO NOT READ LIST - RECEIVE ANSWER AND THEN CLASSIFY) 

2 Helps create awareness of services. 

3 It is a hospital's right to advertise. 

4 Competition is good for the health care industry. 

5 It helps distinguish types of hospitals. 

Other 

NOTE: Answers were coded as 2 = checked or 1 = no check. 
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Variable 

b. (If No) Why do you feel hospitals should not advertise 

(DO NOT READ LIST) 

6 People are aware of hospitals services, 

7 Advertising adds to health care costs, 

8 Physicians are responsible for hospital services, 

9 It's unethical. 

Other 

7 

NOTE: Answers were coded as 2 = checked or 1 = no check. 

10 2. Have you seen or heard any advertisements by local 

hospitals? 

2 Yes 1 No 

(If n£, go to Question ]10.) 

11 3. In your opinion, how effective was the advertisement in 

presenting the hospitals's message? 

a. 5 Very effective b. 4 Effective c. 3 Don't Know 

d. 2 Ineffective e. 1 Very ineffective 

12 4. Has the hospital advertising you have seen been in good 

taste? 

2 Yes 1 No 

5. From what source(s) have you seen or heard hospital 

advertisements? 

12 Newspaper NOTE: Answers were coded as 2 = checked 
or 1 = no check. 

14 TV 

15 Radio 

16 Direct Mail 

Other 
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Variable 

6. Which hospital or hospitals in the area sponsored the 

advertising you have seen? (DO NOT READ LIST) 

17 Charter Plains 

18 Community 

1^ Highland NOTE: Answers were coded as 2 = checked 
or 1 = no check. 

20 Lubbock General 

21 Methodist 

22 St. Mary's 

23 South Park 

24 West Texas 

25 Don't remember 

26 7. As a result of seeing hospital advertising, did your 

attitude change toward the hospital sponsoring the 

advertisement? 

2 Yes 1 No 

27 8. Do you feel you know the hospital better after seeing its 

advertising? 

2 Yes 1 No 

28 9. Would you say that the hospital advertising you have seen 
made you: 

a. 3 More inclined to use the hospital sponsoring the ad 

b. 1 Less inclined to use the hospital sponsoring the ad 

c. 2 Had no effect on your attitude 
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Variable 

10. Why do you think certain hospitals chose not to advertise? 

(DO NOT READ LIST) 

29 Can't afford it 

30 Too conservative 

31 Have nothing to promote 

32 May view it as unethical 

33 Doctor's won't allow it 

34 All hospitals are alike 

35 Don't Know 

Other 

NOTE: Answers were coded as 2 = checked or 1 = no check. 

36 11. Do you have a regular physician? 2 Yes 1 No 

37 12. Did you have influence in selecting the last hospital you 

used? 

4 Yes 3 No 2 Never used a hospital 1 Can't recall 

38 13. Did you select the last hospital you used? 2 Yes 1 No 

39 If no, - 3 Decided jointly with physician 

2 My physician decided 

1 A relative or friend decided 

40 14. If you wanted to go to a certain hospital and your physician 

chose another one, to which would you go? 

2 Physician's Choice 1 My choice 

41 15. Can advertising cause you to change your mind about a 

hospital? 

2 Yes 1 No 
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Variable 

42 16. Would you switch hospitals if there were special services, 

such as facilities and physician specialists, and you heard 

about these through advertising? 

2 Yes 1 No 

17. If a friend or family member needed information about a 

medical problem, how would you help him? (DO NOT READ LIST) 

^3 Call a hospital 

^^ Go to a hospital Emergency Room 

45 Call my doctor 

46 Read or watch advertising regarding hospitals 

47 Call another friend or neighbor for recommendations 

Other 

NOTE: Answers were coded as 2 = checked or 1 = no check. 

48 18. Have you received direct mail literature from any local 

hospitals? 

2 Yes 1 No (IF NO, GO TO QUESTION ]20.) 

49 19. Do you recall the name of the hospital that sent it? 

2 Yes 1 No 

50 If Yes, which one? 

NOTE: Answers were coded as 1 = Charter Plains, 2 = Community, 3 = 

Highland, 4 = Lubbock General, 5 = Methodist, 6 = St. Mary's, 7 = South 

Park, and 8 = West Texas, 

51 20. Are you familiar with minor emergency or instant care 

centers? 

2 Yes 1 No 
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Variable 

If so, how? (DO NOT READ LIST) 

^2 Personal experience 

53 Advertising 

^^ See signs around town 

^^ I know a friend who used one or works at one 

Other 

NOTE: Answers were coded as 2 = checked or 1 = no check. 

56 21. Are you interested in learning more about hospitals? 

2 Yes 1 No 

57 22. What is the most effective way for a hospital to tell people 

about its services? 

1 Direct Mail 2 TV 3 Radio 

4 Newspaper 5 Word-of-mouth 

58 23. Do you feel that hospital advertising influences people's 

hospital preferences? 

3 Yes 1 No 2 Don't know 

59 When you think about Lubbock hospitals, which hospital first 

comes to mind? (DO NOT READ LIST) 

1 Charter Plains 

2 Community 

3 Highland 

4 Lubbock General 

5 Methodist 

6 St. Mary's 

7 South Park 
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Variable 

8 West Texas 

9 Don't remember 

Why? (DO NOT READ LIST - RECEIVE ANSWER AND THEN CLASSIFY) 

60 Personal experience 

61 My doctor uses it 

62 Advertising 

63 It's been around a long time 

64 It's in the news a lot 

Other 

NOTE: Answers were coded as 2 = checked or 1 = no check. 

65 25. During the past few months have you become more aware of any 

particular hospital? 

2 Yes 1 No 

66 If Yes, which one? 

NOTE: Answers were coded as 1 = Charter Plains, 2 = Community, 3 = 

Highland, 4 = Lubbock General, 5 = Methodist, 6 = St. Mary's, 7 = South 

Park, and 8 = West Texas. 

67 How? (DO NOT READ LIST) 

1 Personal experience 

2 Advertising 

3 Word of mouth 

4 Through news reports 

5 Employees or doctors 

Other 
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Variable 

26. What Lubbock hospitals have you or a member of your family 

been in within the past two years? (DO NOT READ LIST) 

68 Charter Plains 

69 Community 

70 Highland 

71 Lubbock General 

72 Methodist 

73 St. Mary's 

74 South Park 

75 West Texas 

76 None 

NOTE: Answers were coded as 2 = checked or 1 = no check. 

Please respond to the following statements with one of these answers: 

Strongly Agree Agree No Opinion Disagree Strongly Disagree 

77 27. All hospitals are basically alike. 

1 Strongly Agree 2 Agree 3 No opinion 

4 Disagree 5 Strongly Disagree 

78 28. Except for a few certain types of medical problems, it 

really does not matter which hospital is used. 

1 Strongly Agree 2 Agree 3 No opinion 

4 Disagree 5 Strongly Disagree 

79 29. If my doctor said I needed to go to the hospital, I would 

determine by myself which hospital. 

5 Strongly Agree 4 Agree 3 No opinion 

2 Disagree 1 Strongly Disagree 
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Variable 

80 30, I prefer that my physician decide on the hospital, 

L _ Strongly Agree 2 Agree 3 No opinion 

— i _ Disagree 5 Strongly Disagree 

31, Hospitals that advertise appeal to me. 

__5__ Strongly Agree 4 Agree 3 No opinion 

2 Disagree 1 Strongly Disagree 

32. A hospital that has to advertise must be desperate for 

patients, 

1 Strongly Agree 2 Agree 3 No opinion 

4 Disagree 5 Strongly Disagree 

83 33, If you had to be hospitalized, would you prefer one Lubbock 

hospital over another? 

2 Yes 1 No 

84 34. Would you refuse to go to a certain hospital even upon your 

physician's recommendation? 

1 Yes 2 No 

85 35. Would advertising by a hospital influence that decision? 

2 Yes 1 No 

The remaining four questions are for classification purposes only and 

again, are strictly confidential. 

86 36. Which of the following broad categories best describes your 

family income per year? 

01 $5,000 or less 

02 $5,001 to $10,000 

03 $10,001 to $15,000 



100 

Variable 

04 $15,001 to $20,000 

05 $20,001 to $25,000 

06 $25,001 to $30,000 

07 $30,000 to $35,000 

08 $35,001 to $40,000 

09 $40,001 to $45,000 

10 $45,001 to $50,000 

11 more than $50,000 

87 37. What is your age, please? 

88 38. Sex: (NOTE DOWN - DON'T ASK) 

NOTE: Answers were coded as 2 = Female or 1 = Male. 

89 39. Are you: 1 Married 3 Divorced 

2 Single 4 Widowed 

90 40. Which of the following best describes how much schooling you 

have had? 

1 Finished grade school 

2 Finished high school 

3 Some college 

4 Graduate of professional school or college 

Thank you again for your time. You have helped a great deal. Good day. 




