Although healthcare organizations continue to
come together in various forms of collaboration,
many of these arrangements fail to achieve their
desired objectives: lower costs, greater efficiency,
increased market share, and higher reimbursements
from insurers, among others. In fact, some collab-
orations have dissolved after a few difficult years.

On one study’s list of the top 10 reasons why merg-
ers and acquisitions fail, “cultural differences between
the organizations involved™ ranked second, just
behind “insufficient resources.” ' Paying attention to
organizational culture is important throughout the
process of collaborating—from the initial investigation,
on one hand, to the point where a combined culture
begins to emerge in the new entity, on the other.

To expand on an earlier resource (see “Integrating
Cultures: A Tool for Mission Leaders and Others in
Collaborating Organizations,” Health Progress,
March-April 1999, pp. 65-78), CHA reconvened the
authors, five system mission leaders and a hospital
chief operating officer. In the 1999 resource, a “Big
Picture View” presented four phases of collabora-
tion: Preliminary Exploration, Due Diligence, Initial
Integration, and Ongoing Integration. The re-
source’s authors described desired outcomes and cul-
ture integration strategies for the third phase of that
continuum, Initial Integration. In this follow-up
resource, they describe outcomes and strategies for
the first, second, and fourth phases.

PRELIMINARY EXPLORATION

In this early investigation phase, organizations are
exploring compatibility and possible mutual
advantages of collaboration. In addition to assess-
ing the potential advantages for all partners, a
Catholic healthcare organization contemplating
any collaboration must also evaluate the benefits
such a deal offers to the communities served and
to the Catholic health ministry as a whole.
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INTEGRATINGCULTURES

Part II

The desired outcomes of the Preliminary
Exploration phase are:

* Agreement of all parties—including the support
of sponsors, boards, leadership teams, and, if possi-
ble, leaders of the medical staffs—to go forward
with the due diligence process

* Readiness for the due diligence phase (i.e., a
team identified and a plan devised)

AGREEMENT TO GO FORWARD

Typically, few people are involved in this early inves-
tigation. Perhaps the organization’s CEO appoints
a senior executive to explore the possible action
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with one or two senior representatives from the

potential partner. Information is passed to senior
management, sponsors, and the board for discus-
sion and a decision on whether to move forward.
In this early phase, an important task for the deci-
sion makers is determining when and how to
inform the local diocesan bishop (or bishops, if
several dioceses are going to be involved) of the
possible collaboration.

Wheaton Franciscan Services, Inc., Wheaton, IL,
has articulated the following evaluation questions in
its “Collaboration Guidelines” to help senior leaders
determine the need for proposed collaborations:

Purpose: What is the purpose of this col-
laboration? What evidence do we have that
this purpose is shared by our potential affili-
ate? What need does this collaboration fill for
us? For our potential affiliate?

Mission: What effect will this collaboration
have on our ability to achieve our Mission of
Human and Community Development? To
what extent is the substance of our potential
affiliate’s mission aligned with our mission?

Management Approach: To what extent is
the potential affiliate willing to consider
mutual learning around management philos-
ophy and theories?

Vision: Will this collaboration opportunity
move us toward our Vision??

Mission leaders may or may not be involved in
discussion and decision making during the
Preliminary Exploration phase. It is important,
however, that mission leaders understand the
process occurring during this phase to better
understand their role in the subsequent phases.
Mission leaders may be involved in developing
decision-making tools like the questions above.

READINESS FOR PHASETWO

As the organization prepares to move into the rigor
of the Due Diligence phase, two important ele-
ments are needed: a plan for due diligence and a
team to carry out the plan. Both the planning and
the staffing decisions will be dictated by the nature
of the proposed collaborative relationship. Some
deals may involve a comprehensive investigation,
including interviews with employees in the poten-
tial partner organization. Other, more confidential
investigations may be limited to discussions with
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the organization’s senior leaders and to a review of
pertinent documents.

Typically, the due diligence process is supervised
by the legal staff or consultants. Mission leaders
may be involved in gathering documentation from
the potential partner. Along with the ethics staff,
they are also usually responsible for reviewing the
potential partner’s documents to make sure they
are consistent with the Catholic organization’s mis-
sion and values. In addition, mission leaders may
be charged with

interviewin i
¢ Strategy: Ensure that mission

those partner due diligence is integrated into

organization the due diligence process. Be
executives who  prepared with a mission due
are responsible diligence plan and responsible

for “mission” persons identified.

areas. And they
may interview staff members to assess the partner

organization’s culture.

In articulating its due diligence process,
Wheaton Franciscan Services named three objec-
tives:

1. The assessment of the organization’s
alignment with the Wheaton Franciscan
System’s mission, vision, and values (e.g., in
operations, culture, management structure
and style, and support of mission, vision, and
values);

2. The implications of the relationship for
Catholic identity;

3. The assessment of the current state of
the organization’s financial position and
operations.*

In describing the procedure for due diligence,
Wheaton Franciscan Services specifies that a “com-
mon vision for healthcare and /or housing in the
future must be explored” and shared by the poten-
tial partners for the collaboration to move forward.
The system’s due diligence procedure also explores
potential partners’ openness to utilizing mission
services “to ensure that ethical, pastoral care, lead-
ership, and human development needs are met.”

In the Wheaton process, persons with expertise
in mission integration, ethics, spiritual care, and
leadership development are—along with those rep-
resenting communications, finance, legal services,
fund development, human resources, information
services, insurance, and other areas appropriate to
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the transaction—recommended members of the
due diligence team.

When planning for a due diligence effort, planners
must consider that such an investigation interrupts
the operations of the potential partner and should
attempt to minimize the disruption. It is also impor-
tant, when enlisting consultants to assist with the
due diligence process, to orient them to the mission,
values, and culture of the Catholic healthcare organi-
zation that they will be representing.

DUE DILIGENCE

In Phase Two, potential partner organizations
research and collect detailed information in order
to make a decision either to acquire a partner—
through merger, affiliation, or some other arrange-
ment—or to refuse to do so. The Due Diligence
phase begins with the signing of a letter of intent,
although some information can be gathered prior
to the signing.

Efforts in the Due Diligence phase are directed
toward the following outcomes:

* A clear assessment of the compatibility of the
potential partners in areas of mission, culture,
finance, management, and other areas of concern.

* Shared understanding of Catholic identity
issues in the final, definitive agreement to collabo-
rate. These issues include adhering to the Ethical
and Religious Divectives for Catholic Health Care
Services, creating mission positions (or at least
some sort of mission function) in the new organi-
zation, providing pastoral /spiritual care services,
and others.

* The development of a transition plan.

* The creation of corporate documents and
bylaws.

CLEAR ASSESSMENT OF
COMPATIBILITY

Workplace culture surveys can be implemented
quickly to identify the issues and values that are
important to the people in the partner organiza-
tion. Surveys can measure employees’ perceptions

concerning, for example,
Strategy: Conduct an
assessment of the cur-
rent culture within the
potential partner orga-
nization.

whether the organization
is flexible and adaptable,
how it addresses and
resolves conflict, how it

handles communications,
and how spirituality is expressed in its corporate
life. Partner organizations may have culture survey

HEALTH PROGRESS

data to share. However, the optimum result comes
when both partners use the same surveys, thereby
making the most apt comparisons.

In addition to surveys, key interviews, often con-
ducted by mission leaders along with sponsors and
board members, are a useful mechanism for assess-
ing a potential partner’s organizational culture.

During the due diligence that preceded the 1999
acquisition of Franciscan Health Partnership
(FHP), Latham, NY, by Bon Secours Health
System, Marriottsville, MD, the chairperson of
Bon Secours’ board visited with FHP board mem-
bers, leaders, and sponsors. A delegation led by
Bon Secours’ director of mission effectiveness visit-
ed all the FHP facilities, interviewing leaders,
department directors, and groups of employees.
The interviews, which lasted a minimum of six
hours at each site, covered mission and spiritual
care functions, high-quality patient care, leadership
and staff development, performance evaluation,
continuous improvement, community commit-
ment, care for poor and underserved persons,
ethics concerns and ethics committees, and care for
persons at the end of life. The Bon Secours visitors
also asked how FHP organizations handled regula-
tory issues and complaints and which advocacy
efforts they had under way. (Documentation of
these activities was required by Bon Secours’
“Mission Due Diligence Checklist,”?)

SHARED UNDERSTANDING OF
CATHOLIC IDENTITY ISSUES

Critical to the success of collaboration between
Catholic and non-Catholic organizations is a clear
understanding among
all parties of the effect
of the arrangement on
the organizations’
identities. What effect
will the collaboration
have on the Catholic
organization’s Catholic
identity? Will the other-than-Catholic entity
become Catholic, or will it remain a community
(or other faith-based) institution? Will it be “join-
ing” a Catholic system or simply partnering with a
Catholic facility? What are the implications in each
of these situations? Does everyone involved have
the same understanding of the resulting “identi-
ties” and implications?

Strategy: Ensure that
senior Leadership, board,
sponsors, and medical staff
have a common under-
standing of Catholic iden-
tity-related issues and how
they arve interpreted.

Discussions during the Due Diligence phase
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should address the various operational aspects of
Catholic identity: for example, provision of mission
and spiritual care services, community outreach
and care for poor and vulnerable people, relation-
ships with bishops, and display of religious sym-
bols. Leaders, boards, sponsors, and medical staff
members should discuss the prohibition in
Catholic-sponsored facilities of abortion, elective
sterilization, and euthanasia /assisted suicide, there-
by ensuring clear understanding among all these
groups. Achieving this clarity is an imperative for
the due diligence process, and mission leaders can
be effective facilitators of discussions of these issues
among decision makers and stakeholders, making
sure that each party voices his or her understand-
ing, questions, and concerns.

Sometimes the negotiating parties neglect to
come to an understanding on these Catholic iden-
tity issues, assuming that the issues will be resolved
at a later ime. However, unless members of the
prospective partner’s medical staff clearly under-
stand and accept the Ethical and Religious
Directives, they may later refuse to comply with
them; and employees may complain when benefits
for contraception are removed. It is imperative that
the Directives’implications, particularly for human
resources policies and community outreach ser-
vices, be articulated and understood during the
Due Diligence phase.

CORPORATE DOCUMENTS
AND BYLAWS

Corporate documents and bylaws are written by
legal staff and consultants using the final definitive
agreement between the collaborating organizations
as the framework. The definitive agreement is
developed by corporate attorneys, with the help of
the due diligence team. It is important that expec-
tations regarding Catholic identity be clearly articu-
lated in this agreement.
Strategy: Ensure that the At this time, it is also

elements of Catholic iden-

tity ave incorporated into

the final definitive agree- ti?c 1ol Blahop ot
ment, corporate docu- bishops of the elements

ments, and bylaws. of the final agreement,
thereby precluding any
eleventh-hour surprises. (The bishop should be
given initial information about the possible collab-
oration in the Preliminary Exploration phase of the

important to inform

continuum, before the due diligence process
begins. Progress reports to the bishop are a key
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element of communications at every point in the
development of the collaboration.)

The definitive agreement should also spell out
what happens if the collaboration should fail—the
“escape” clauses, which may include penalties for
dissolving the arrangement.

As the work of due diligence is proceeding, plan-
ning for the next phase, Initial Integration, is also
under way. One important step is the identification
of a “transition team,” which will design the transi-
tion plan, oversee the plan’s implementation, and
evaluate the effectiveness of the actions taken.
Typically, the transition team consists of the orga-
nization’s CEO (or the CEO’s delegate), the mis-
sion leader, the directors of human resources and
organizational development, and appropriate man-
agement representatives (e.g., finance and informa-
tion systems). In selecting persons for the transi-
tion team, it is important to decide who is most
capable of influencing the organization’s employ-
ees, physicians, and others as the process of merg-
ing cultures moves forward.

ONGOING INTEGRATION

This phase begins one or two years after the clos-
ing of the collaboration. The aim of this phase is to
assess, plan, and implement continuing integration
activities. Ongoing work in this phase is intended
to yield the following outcomes:

* A positive, “healthy,” evolving culture

= A positive impact on the communities served

* Executive leaders and managers assuming
responsibility for fostering and maintaining culture
integration

= Examples of integration in operations

A POSITIVE, HEALTHY, CULTURE
INTERNALLY AND A POSITIVE IMPACT
ONTHE COMMUNITIES SERVED

Clearly, assessment is needed to measure the
“health” of the evolving culture and the impact of
the collaboration on the community. In the case of

the Western Maryland
Health System Strategy:
(WMHS), Mulsidimensional evalua-

Cumberland. MD. an 1108 processes are employed
: 4 to measure the impact of

the collaboration and
inform future dirvections
as part of the transi- for the new entity.

tion plan for a merger.

intensive evaluation
process was designed
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WMHS, an integrated delivery system, comprises a
Catholic-sponsored hospital, a secular community
hospital, a long-term care facility, four urgent care
centers, and several physician-owned primary care
practices. From the evaluation process, conducted
over a two-year period after the merger, came a
number of initiatives,

A number of groups were asked for input in the
evaluation process: members of three boards (those
of the parent system, the community hospital, and
the Catholic hospital), sponsors, medical staft presi-
dents and members of medical committees, depart-
ment directors, community religious leaders, and
(through focus group discussions) the general public.
After gathering information for six months, the sys-
tem’s senior leadership tcam held a one-day retreat to
analyze the information. In the retreat, the leaders
asked themselves: “What are the top 10 issues? What
is our reaction to these issues? Why have we been
successful? What would we do differently?”

The evaluation process led to several initiatives
designed to address system issues and emerging cul-
tural needs. The system enlisted the assistance of an
organizational development consultant. It also con-
vened monthly meetings of senior leaders and
department directors to address consolidation issues,
standardization of policies, best practices, and
improved communications. And it conducted a sys-
tem-wide employee attitude survey to identify key
work satisfaction issues and overall morale; the survey
became the baseline for measuring future progress.

EXECUTIVE LEADERS AND MANAGERS
ASSUME RESPONSIBILITY FOR
FOSTERING AND MAINTAINING
CULTURE INTEGRATION

Mission leaders, who understand meaningful rituals
and celebrations, can use them to create opportu-
nities in which the organization’s senior leaders
and managers take a visible role in encouraging and
reinforcing the new culture. In one organization, a

collaboration of
Strategy: Develop ways
for leaders to be seen fos-
tering and maintaining
culture.

Catholic and non-
Catholic partners,
senior leaders led a
tree-planting ritual
symbolizing the new organization’s commitment
to the future. In another, an integrated delivery
system built by several Catholic-sponsored organi-
zations with a non-Catholic partner, the CEO con-
ducted “town hall” meetings with managers at all
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levels to ensure consistent, credible communication
as a characteristic of the life of the new organiza-

tion.

In creating a coherent, integrated culture that
involves two or more organizations, leaders will be
the most influential figures. They will maximize
their impact on the culture integration process
when they are perceived by the organization’s con-
stituents as modeling the new cultural norms.

A FINAL NOTE

Author and consultant Daryl Conner says that
when collaboration efforts fail to produce desired
results, this is not necessarily an indication of bad
strategy on the organization’s part. Rather, he says,
such failures frequently reflect inadequate assess-
ment of the “return on change” (ROC).* ROC is
determined by dividing the ultimate yield accom-
plished by the collaboration by the cost of its exe-
cution (including the expenses involved in modify-
ing the partner organizations” operations and in
addressing the effects of change on human
resources, losses in productivity and quality, and
expenditures on new infrastructure).

Conner recommends “human due diligence” as a
way of berter informing collaboration decision
making and, ultimately, of increasing the odds for
long-term successful culture integration. “At their
core,” he writes, “our organizations are not num-
bers, they are human beings. The people of our
organizations—along with the numbers—determine
the outcome of our [collaboration] initiatives.”®

Mission leaders bring valuable skills to the
process of collaboration and culture integration.
From assisting in early decision making to mission
due diligence—as well as “human due diligence™—
to ongoing integration efforts, mission leaders play
an important role by contributing to the creation
of a positive new organizational culture and its
rewards.

NOTES

1. Joanne M. Todd, “The Trouble with Mergers,” Healtheare
Business, September-October 1999, pp. 92-101.

2. “Collaboration Guidelines,” Wheaton Franciscan
Services, Inc., Wheaton, IL, 1996.

3. “Collaboration Guidelines.”

4. “Mission Due Diligence Checklist,” Bon Secours Health
System, Marriottsville, MD, 1994, revised 1999. 1

5. Daryl Conner, “Human Due Diligence,” Executive
Excellence, October 1999, p. 10.

6. Conner, p. 10.
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AIM

TIMELINE

PEOPLE

ACTIVITIES

QUESTIONS

PLANNING

PHASE ONE: PRELIMINARY EXPLORATION

To explore compatibility of, and mutual advantage for; the organization, part-
ner(s), communities served, and the Catholic health ministry as a whole,

FOUR PHASES OF COLLABORATION:THE BIG PICTUREVIEW

PHASE TWO: DUE DILIGENCE

To research and collect sufficient detalled information to make the
decision to acquire a partner, to merge, to affiliate, efc.

From the initial consideration to the signing of a letter of intent.

From signing of the letter of intent to dosing of the transaction.

CEOs, sponsors, and others with initiating authority are principally
involved The principals keep board chairperson, senior leaders, and
sponsors informed; make initial contact with local bishop(s).

Due diigence task forces are made up of representatives from administra-

tion, human resources, rission, legal. ethics, public relations, local diocesefs),

medical staff officers, and consultants as needed The task forces communi-

aate with local bshop(s), sponsors, medical staff, employees, and strategically
selected community leaders.

®  Begin initial conversation and data gathering,

®  Establish compelfing reasons or case for moving to Phase Two or
discontinuing investigation.
*  Preserving or advancing Catholic health ministry
*  Similar or complementary management philosophy/style,

hurnan resovirces philosophy

¢ Common vision, values
¢ (lear market rationale

*  Assess the organization’s ability to move forward with the needed
resources.

*  Gather as much information about potential partner
organization(s) as possible prior to due diligence.

*  Speciically assess finances, market position, governance, and culture,
and determine compatibility. Identify potential impediments to the
collaboration

*  Research and prepare necessary documents for regulatory review
and obtain approvals (federal, state, local, certificate of need, attor-
neys general, etc.).

*  Orient consultants regarding expected behaviors while represent-
ing the organization.

¢ Develop legal documents induding bylaws.

*  Assess employess’ understanding and perceptions of mission.

*  Develop transition (culture integration plan) based on findings of
due diligence process. Determine need and process for culiure
assessment.

*  Develop and begin implementation of communications plan for
internal and external audiences.

*  Obtain approval from bishop(s)/Church.

*  Approve definitive agreement (including transition plan and time-
line).

*  [Execute the definitive agreement once approved.

|. Why do we want to do this! What do we add to this organization?
What value do we bring!
2 What is the potential benefit to the community?
3, Does the collaboration enhance our organization's ability to deliver
services!
4. What will be the effect on Catholic healthcare in the community?
5. What will happen to our organization's Catholic identity if we pro-
ceed! What will happen if we don't proceed?
6. What would be the cost of not doing the collaboration?
7. What are our nonnegotiables?
8. Are the organizations compatible? In what ways?
9. What can we do better together than alone?
10, Whiat will be the outcomes in terms of cost savings? Care of per-
sons served! Community advocacy!
I1. Whe are the stakeholders! How can we involve them?
12 How do we involve the local bishop(s)?
I3. Who needs to know at this point?
14. What are the resources—human and finandal—needed to pursue
this collaboration? For due diligence? Beyond due difigence?
15. Will we need help from consuftants? In what areas?
|6, Do we have the human capital to support integration of cultures
over the long term?
|7. How will we evaluate our work in this phase?

|. What are the nonnegotiables?

1 What are the beneftts to each organization!

3. How are mission issues included in the due diligence process (along
with financial, legal, and canonical issues)!

4. How do we involve the local bishop(s)!

5. What are the barriers to and enablers of the collaboration, e.g, eth-
ical barriers?

6. What are the "skeletons in the doset'?

7. How do we dedide to continue or stop? Is the decision to continue
or stop based on the organization’s values!

8. What are the elements of the transition (culture integration) plan
and timelinel How will they be written into the agreement!

9. Has the Transition Team been identified?

10. What communications do we need for key stakeholders and the

community?

I 1. What is needed for the public refations plan!

I2. What cufture integration activities are possible in advance of the
closing? (e.g. when can employees of partner organization(s) be
contacted’)

13, How do employees of the partner organization(s) perceive our
mission?

14, How will we evaluate our work in this phase?

Plan for Due Diligence phase (due diligence begins immediately upon

signing of letter of intent)

* Develop a confidentiality agreement to be in force until the closing
of the transaction

* Create/expand Collaboration Coordinating Group
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Identify and form the Transition Team.
*  Plan (and conduct as appropriate) educational programs about the
collaboration, acknowledging the effects of change.
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PHASE THREE: INITIAL INTEGRATION

To bring together the best of both existing organizational cultures in a
new reality.

PHASE FOUR: ONGOING INTEGRATION

To assess, plan, and mplement continuing integration activities.

The first 12-24 months following closing of the transaction.

Ongoing, after the first 12-24 months following the closing of the transaction.

Integration is coordinated by the Transttion Team. The team works with
boards of directors, managers, employees, medical staff, volunteers, local
church leaders, educators, community planners, and community at large.

Internal organizational committees (new and existing structures) contin-
ue implementing the culture integration plan, including communication
to all the audiences named in Phase Three.

*  Conduct baseline organizational climate survey.

* |nitiate orientation for board, senior staff and middie management,
physicians, and staff

*  Celebrate/ritualize collaboration, with sensitivity to concerns of all
audiences,

*  Develop and begin implementation of consolidated strategic plan

*  Implement transition plan, including change management processes.

*  Plan and implement process for developing shared or compatible
mission/vision (may include new mission statement),

*  Enlist pastoral/spiritual care, human resources, socdal services to
assist persons through transition. (Address employee concemns
about job security)

*  Begin consolidation of operations.

¢ Change symbois and signage.

*  Continue revising implementing communications plan.

*  Leadership assumes full responsibility to continue implementation
of culture integration (e.g, creates intemal infrastructure to support
ongoing mission integration).

*  Continue to evaluate and implement communications,

*  Continue to implement consolidated strategic plan, with revisions
as needed.

*  Evaluate consolidation of operations; continue consolidation based
on early experience.

*  Bvaluate implementation of transition plan. (Have the goals and
objectives been achieved’)

*  Bvaluate community benefit of the collaboration.

*  Repeat climate survey three years after closing,

|. What strategies do we need to develop for dealing with change!

2 Are the purpose and benefits of the collaboration dear? Is the wision
of the new organization dlear!

What has been done to assess the existing cufture(s)!

. Is the transition plan being implemented and evaluated?

. What is the process for integrating/merging operations?

Is the communications plan and its implementation effective?

. Is planning under way for ongoing integration!

. How will we evaluate our work in this phase!

O~ O N bW

. What is being done to “hold the gain'?

What “people issues” still need to be addressed!

. What ongoing development of staff is necessary!

. Has alignment of human resources systemns (hiring, compensation,
incentives, pension, orientation, leadership development, performance
evaluation) been accomplished?

5. Have quality and communications systems been aligned?

6. How do we assess the effect on the community!

7. How will we evaluate our work in this phase!

B —

*  Phan for dissolution of Transition Team and transfer of responsibility
to leadership (integrating activities into ongoing processes).
Plan ongoing mission integration activities.

*  |dentify evaluation techniques for assessing Phase Three actvities.
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*  Plan for ongoing evaluation of culture integration activities.
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