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Abstract 

This paper examines the role of leadership in the creation of stakeholder value within the 

context of hospital and health system mergers.  Although a hospital and health system 

merger may have the potential for creating value for stakeholders, variation in post-

merger integration leadership practices, change management, and organizational culture 

may compromise stakeholder value and can ultimately cause a hospital merger to fail.  

Thus, organizational culture and change management processes play significant roles in 

the success of a hospital/health system merger.  The author will explore how leadership 

styles, structures, processes, and approaches can have a meaningful impact on culture 

redesign and organizational change that can create greater value for hospital and health 

system stakeholders.  The research includes the presentation of a merger process 

framework that has been created based on the experiences of hospital chief executives 

who have led more than 25 mergers. 
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 CHAPTER ONE: INTRODUCTION  

Introduction and Background 

Hospital mergers have the potential of creating value for stakeholders by reducing 

operating costs, improving coordination of care for patients, reduced pricing, and 

improving clinical quality through consolidation (Jacobs, Mannion, Harrison, Konteh, & 

Walshe, 2013).  Prior research conducted on hospital mergers has mainly analyzed 

retrospective financial and market-based results.  There have been only a handful of 

studies that have evaluated the merger planning and operational improvement 

opportunities that may create value through mergers or the ways in which to improve the 

chances of creating and sustaining the improvement.  Cases of unsuccessful hospital 

mergers can be used to inform hospital leaders about the potential and challenges in 

creating value for stakeholders through a hospital merger.  Leadership skills, culture 

integration, change management, strategic planning, and execution strategies appear to 

have an impact on the successful execution of hospital mergers (Kavanagh & Ashkanasy, 

2006).  Effective integration planning and change processes play a part in sustaining 

value creation in hospital mergers (Schraeder & Self, 2003).   

There currently is no existing industry framework for assessing, monitoring, and 

enforcing the value created through hospital mergers – which can take the form of lower 

operating costs or reduced pricing – to ensure that value is created on behalf of critical 

stakeholders (Applebaum, Gandell, Yortis, Proper & Jobin, 2000).  Federal agencies 

evaluate anti-trust implications related to the merger, and in most cases require that 

existing community benefit conditions continue to be met or clinical services are required 

to continue.  There is inconsistency and variation in measuring and realizing value 
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beyond community benefit for stakeholders that can be impacted by the merger. 

According to Bergamin and Braun (2017), over half of merger transactions are 

unsuccessful and fail to add value to stakeholders.  In a study conducted by Vogt and 

Town (2006), hospital mergers actually caused prices to increase and there was no 

measurable increase in clinical quality. 

According to Kaufman Hall (2017), there were 112 mergers during 2014 and 

4,926 community hospitals in the United States (AHA.org, 2017).  Using both of these 

data points, only 2.2% of hospitals undergo a merger every year, and at such a low 

incident rate, there is likely high variation in hospital merger practices across the 

industry.  Given the low volume of historical mergers, there is most likely inadequate 

experience among health system and hospital leaders and therefore a practical need to 

develop best practices or a standardized approach to hospital mergers by looking within 

and outside the health care industry for leadership experiences and expertise.  

Inconsistent approaches, lack of standardization, limited merger experience of leaders, 

and the complexity of managing the expectations of multiple stakeholders all contribute 

to the inconsistency in creating value for stakeholders through a hospital or health system 

merger. 

Nahavand and Malekzadeh (1998) identify acculturation as the process of cultural 

and psychological change occurring from the integration of two separate cultures.  The 

acculturation process is the way in which members of one cultural group accept, adopt, or 

potentially reject the behaviors, beliefs, and values of another group.  Chatterjee, 

Lubatkin, Schweiger and Weber (1993) identify that conflict can be created between 

acquiring and acquired organizations during organizational mergers, and may affect the 
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level of cooperation between the teams.  The degree in which the cultures differ will have 

an impact on how the merger will be received and supported.  The nature of the contact 

and interaction between the teams is another driver of how well the merger will be 

supported by stakeholders.  If the contact is continuously tension-filled, the 

organizational cultures will not successfully integrate (Ullrich, Wiesek, & Van Dick, 

2005).  Finally, the level of integration plays a large role in the success of a merger.  If 

the acquired organization is not willing to accept and integrate into the acquiring 

organization’s organizational cultural aspects, there can be challenges during a merger 

(Zaheer, Schomaker & Genc, 2003).   

The leadership component of the merger appears to be a critical, yet inconsistent 

variable in the success of the hospital merger (Kavanagh & Ashkenazy, 2006). Limited 

research has been conducted on the role of leadership in hospital mergers, and the 

methods, frameworks, and tools that leaders use to engage the workforce around cultural 

and organizational change (Bligh, 2006).  Leadership research has focused on theoretical 

models to understand the success of hospital or health system mergers, and limited 

research has focused on the cultural redesign and change management capability of the 

leader to generate greater value for stakeholders.  Culture provides a set of norms, beliefs, 

values, customs and practices that may be shared by a group and organizational culture 

plays a large part in the success or failure of hospital mergers (Jacobs, Mannion, Davies, 

Harrison, Konteh, & Walshe, 2013).  Culture can help or hinder the effectiveness of 

organizational change, and the proposal is that a leader’s role in merger execution within 

the context of the proposed merger framework and culture development – pre-, during, 
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and post-merger – can have an impact on increasing the value that is created through a 

hospital merger (Meyer, 2008). 

The leadership challenge for hospital executives is that a merger or acquisition is 

like an iceberg - a leader may only visibly see the obvious merger challenges that remain 

above the surface, and may develop plans and address problems that are physically 

observed.  The challenge is that the majority of the challenges that may exist during the 

post-merger integration process remain below the surface.  Culture and change represent 

the portion of the iceberg that lies below the surface and can limit the potential of the 

merger, can do the most damage to the organization, and can even destroy the chances of 

completing the merger (Van Dijk & Van Dick, 2009).  A leader must therefore have an 

awareness that success in a health system or hospital merger will depend upon how the 

visible and invisible components of the merger are addressed.  The culture and change 

aspects of the merger that lie below the surface appear to possibly play a larger an even 

larger role than the financial or operational characteristics that remain above the surface 

(Marks & Mirvis, 2011).  The inconsistency in health system or hospital merger results 

appears to not be what elements of the merger are implemented, but instead how they are 

implemented, and the change and acculturation methods, processes and strategies that are 

used to implement the merger that will create greater value for stakeholders. 

Statement of Problem 

 The problem is that mergers are implemented with inconsistent and 

unpredictable results, and this inconsistency may be tied to a lack of effective leadership 

and professional inexperience of leaders that are accountable for mergers and the creation 

of value through a merger.  For leaders, there is no common framework, approach or 
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formula that can be consistently utilized to identify and pursue opportunities for creating 

value in the form of economies of scale, service/program consolidation, improved quality 

or reduced operating costs.  Value creation, as defined by Porter (2010) is creating the 

highest outcome at the lowest overall costs.  In general, value creation is inconsistent 

across hospital mergers (Hendrickson, 2003). There is also a lack of an existing 

framework for designing and assessing culture, monitoring progress, and creating value 

through hospital mergers - which can take the form of improved clinical outcomes, lower 

operating costs or reduced prices – that can elevate the potential for creating value on 

behalf of critical stakeholders.  Each merger can be unique and inconsistently 

approached, with limited external oversight of the merger, and therefore has the potential 

for inconsistent results.   

The culture change process can play an important role in the success of the 

merger, yet the leader may lack the experience or understanding necessary to 

comprehend the importance of integrating cultures when planning for the merger.  

Evidence from industries outside of health care indicates that mergers are high-risk 

situations that require extensive preparation and specialized skills (Bergamin & Braun, 

2017).  Leaders that focus on financial or operational merger strategies and do not 

emphasize culture integration, development and alignment as important parts of the 

merger can put the outcome of the merger at risk (Halstenson & McLean, 2007).  The 

merger plan plays an important part in the success of hospital mergers, yet not always 

accounted for – or appreciated by - leaders during a merger.  In health care, mission, 

vision, and values may appear the same on the surface but have key underlying 

differences in how they are lived.  Schein and Schein (2017) note that culture is a 
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complex and interconnected set of assumptions, beliefs and values, and although mission 

statements may be similar, a leader’s intent and behavior may be inconsistent with the 

cultural elements.  This leadership disconnect between words and actions may create 

conflict and inconsistencies.  Similarly, executive leaders and employees may interpret 

culture differently in their daily roles.  The interpretation of culture – which includes the 

organizational artifacts, beliefs and values held by an organization can ultimately disrupt 

the integration of the cultures, and have an impact on the creation of value for 

stakeholders (Schein, 1984). 

Purpose of the Study 

The purpose of this dissertation is to assess the role of leadership on hospital 

mergers and the potential impact to value for stakeholders.  This dissertation assesses 

prior research conducted in the area of value creation through health system mergers and 

profiles and contrasts the difference in leadership practices, structures, methods, and 

approaches demonstrated by five health system chief executives in the state of California.  

The dissertation identifies practices utilized in prospective merger planning, culture and 

change management, and overall merger execution.  

The outcome of this phenomenological dissertation in practice study is to assess the 

impact that culture and change leadership play in the hospital merger process.  Emphasis 

has been placed on how a leader of a health system or hospital merger can utilize a 

consistent framework for post-merger integration, identifying overarching culture 

integration and change management themes that can create greater effectiveness and 

value through a hospital merger. 
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Research Question and Proposition 

The research questions are focused on three areas of the merger process: 1) the 

connection between leadership and organizational culture; 2) the organizational effects of 

a merger; and, 3) the leader’s role in implementing the merger and creating value for 

stakeholders. The research seeks to better understand how leader’s skills, processes, 

practices, and approaches around culture integration and change management can directly 

impact the success of a health system or hospital merger.  Leadership themes are 

identified and classified as the most successful or highest yield efforts that were 

undertaken by the leaders to facilitate the execution of the merger and a merger 

framework for the leader to follow.  The research question is, “How can post-merger 

organizational culture, change management processes, and merger execution processes 

play a part in creating value for hospital and health system mergers?”  Additional sub-

questions include:  

• What were the ways in which organizational culture played a part in the 

success of the hospital or health system merger? 

• How did leadership develop a pre-merger plan for culture change and 

integration and how effectively did leadership execute on the culture redesign 

process?  

• How did leadership embed or transfer culture as part of the culture 

development and integration plan along the merger pathway? 

• What change management processes and stakeholder engagement approaches 

assisted in moving the hospital or health system merger forward? 
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•  How did leadership strategy and plan execution impact the successful 

implementation of the hospital or health system merger? 

A leader’s skills in culture integration and change management appear to play an 

important and differentiating role in the successful implementation of health system 

and hospital mergers. 

Aim of the Study 

The aim of this study is to create a leadership framework for executive leaders to 

utilize while navigating through the culture transformation and change management 

dynamics of a hospital merger.  The outcome of this dissertation is the development of a 

merger process framework that can be followed during a merger that is based on the 

common real-world experiences of hospital and health system and hospital executives.  

Ideally, if the template or framework is used during a merger, it is proposed that this 

framework can help to improve the chances of merger success and will create greater 

value for stakeholders through a hospital merger. 

Proposed Methodology 

According to Creswell (2013), the Interpretive Phenomenological Analysis (IPA) 

approach seeks to develop a consistent meaning of experiences among individuals who 

have experienced similar situations or events.  In the case of the dissertation approach, 

interviews were conducted with five hospital or health system chief executives who had 

direct involvement as leaders of the hospital merger and were directly accountable for the 

merger’s results.  The interviews were employed to understand how each chief executive 

incorporated leadership styles, practices, structure, programs and approaches during the 

merger process, how the leader defined the value from or through the merger, the ways in 
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which the leader approached the merger, and the level of engagement the leader had with 

stakeholders.  

The Interpretive Phenomenological Analysis (IPA) research methodology was 

used as the primary approach to gain insight and data for my dissertation. The power of 

the IPA is its ability to conduct inductive research and obtain insights from individuals 

who have experience in a particular area, and could be considered experts (Reid, Flowers 

& Larkin, 2005). In the case of my dissertation, the five chief executives have experience 

with 25 hospital mergers, which represents over half of the average mergers that occurred 

annually (41) during the period between 1999 and 2009 (Dickson Goodman Hughes, 

2013). The IPA approach builds upon the research in a “bottom-up” (Reid, Flowers & 

Larkin, 2005) effort to understand the connection between the data (interviews), the 

individuals, the environment, and what could be considered the most powerful element of 

the research - the reflection process (Reid, Flowers & Larkin 2005). 

The IPA methodology and research process allows the investigator to enter the 

world of the subjects, providing a deep understanding of their thoughts, commitments, 

feelings, and reflections through storytelling and uses the subject’s own words to develop 

categories and themes. The distinct advantage to using the IPA methodology in my 

research is that rather than using a top-down approach to research where leadership 

behavior was evaluated from a deduction perspective - where elements of behavior, 

processes and styles were deducted, compared, and contrasted - consistencies were 

identified among researchers and categories and themes were developed. 

The phenomenological approach was utilized to develop a consistent framework 

(Creswell, 2013) around the similarities and differences in how the chief executives 
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approached the merger and to profile the variation in leadership practices.  A key area of 

interest from the research was to determine how consistent or inconsistent the leaders 

were in their planning and execution approaches to the merger.   A secondary result was 

to identify the challenges that were encountered during the merger and how the leader’s 

change management (Kotter, 2007) and culture transformation approaches addressed 

resistance or barriers to change and created greater value to stakeholders.  The interviews 

identified the common experiences, challenges, barriers or enablers to the culture and 

change processes during the merging of two or more health care organizations.   

 The purpose of the study was to add to the body of knowledge around the impact 

that leadership has upon the creation of value for stakeholders through the successful 

execution of hospital mergers.  Creswell (2013) identifies that the phenomenological 

approach is used to focus on a common phenomenon experienced by a similar group of 

individuals to explore perspectives and assess the actual lived experience.  

Hospital/health system chief executives were interviewed to determine the scope of their 

use of change management strategies and structures, strategies to create a new 

organizational culture, and increasing employee engagement during and after the hospital 

merger.  The interviews were reflective in nature, specifically focusing on the common 

experiences of hospital/health system chief executives and the impact that their 

leadership skills, practices, and approaches had on creating value for stakeholders.  The 

phenomenological approach was considered most appropriate to conduct this research 

because each chief executive experienced the same general hospital merger situation, and 

even though the entities may be different, the executive leader had accountability for the 

merger.   
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Definition of Relevant Terms 

The following terms were used operationally in this study: 

• Organizational culture: Refers to the shared values by people in a group that 

exist over time despite changes to membership in a group, representing 

accepted behavior, values, beliefs or standards that are generally accepted 

within a group (Davies, Mannion, Jacobs, Powell, & Marshall, 2007) 

• Acculturation: A term used in psychology that represents the process or act of 

accepting and adopting a culture, integrating one culture into another, or 

creating a new culture altogether (Nahavand & Malekzadeh, 1998). 

• Hospital: Defined as a health care institution that provides patients with 

specialized medical and surgical capability as well as nursing care.  An acute 

care hospital facility typically offers both inpatient and outpatient services. 

• Hospital Merger: Hospital merger is defined as the combination of two or 

more hospitals, and may include the integration of two or more health systems 

that operate acute care hospitals. 

• Health System: An integrated health care delivery system that includes 

inpatient, outpatient, community-based services, and may include physician 

integration vehicles.  Health systems usually include more than one acute care 

hospital. 

• Value: A subjective term that focuses on the creation of outcomes and results, 

comparing the results or outcomes that are created against the costs required 

to produce the outcome (Porter, 2010). 
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• Stakeholder: Any individual, entity or group that is affected by or can affect or 

impact the achievement of an individual or organization’s objectives 

(Freeman & McVea, 2002). 

• Culture Clash: The destructive efforts of combining two or more 

organizations with different cultures (Van den Steen, 2010).  The clash will be 

influenced by the strength of the cultures what will be integrated as well as the 

level of understanding and ownership of the culture during the merger 

process. 

Limitations, Delimitation and Personal Biases 

There are causality, generalizability and transferability challenges (Creswell, 

2013) in the research approach that has been outlined herein.  The research method that 

was used is retrospective and therefore subject to the perspectives of each participant and 

the honesty and integrity of responses.  The research is also subject to the leader’s 

impression and interpretation of the effectiveness of the merger at a point in time and 

may represent unique situations or complications that existed in one situation and not 

another.  The use of experimental design (Creswell, 2013) would be an optimal approach 

for conducting research in this area with the inherent challenge that a hospital or health 

system merger is a high stakes situation for a chief executive, and few leaders would 

want to put their career at risk for the sake of a research study.  Generalizability and 

transferability may be applicable with some scenario uniqueness, including the 

overarching situation associated with the merger, the location of the merger, the timing of 

the merger, the taxable status of the organizations involved in the merger; and, the 

environmental context of the merger.  All of these factors may have an impact on the 
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success of the merger, and potentially have an impact on the outcome.  The low number 

of mergers each year (AHA, 2017) creates a challenge of generalizability and therefore 

this dissertation draws upon some merger experiences outside of health care to inform, 

reflect, and educate on the impact of leadership on culture and change outcomes.  

The Role of Leadership in this Study 

Executive leadership and the impact that a leader can have upon how change is 

implemented can play a large part in sustaining or changing organizational culture 

(Schneider, Brief & Guzzo, 1996).  Leaders can implement business practices, develop 

organizational polices, implement rewards and recognition structures to drive 

organizational outcomes (Bligh, 2006) and provide structures to change the 

organizational culture as part of a comprehensive hospital merger plan. The leadership 

component of the merger success equation is a critical, yet inconsistent component and 

variable in the outcome of the hospital merger. Limited research has been conducted on 

the role of leadership in hospital mergers, and the methods, frameworks, and tools that 

leaders use to engage the workforce around change (Bligh, 2006).   

The impact of culture on the success of a merger and the leader’s role in the 

culture change and merger integration process has been relatively unstudied.  Culture 

provides a set of norms, beliefs, values, customs, artifacts, and practices that may be 

shared by a group (Schein, 1984) and organizational culture plays a large part in the 

success or failure of hospital mergers (Jacobs, Mannion, Davies, Harrison, Konteh, & 

Walshe, 2013).  Culture can help or hinder the effectiveness of organizational change, 

and the proposition is that a leader’s effectiveness in merger execution within the context 

of a merger framework and culture development – pre-, during, and post-merger – will 
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have an impact on increasing the value that is created through a hospital merger.  Zheng, 

Yang and McLean (2010) identify the role that the leaders plays in communication and 

knowledge management as mediators in organizational culture development, strategy 

design and overall organizational effectiveness.  A leader has the capability of 

communicating key aspects of strategy to direct the organization through change. 

Significance of the Dissertation in Practice Study 

Prior research has reviewed the retrospective effects of hospital mergers and 

acquisitions upon hospital pricing, operational costs, clinical outcomes and quality, yet 

the research has produced inconsistent results.  Approximately 60-80% of mergers do not 

ultimately achieve the desired objectives (Applebaum & Gandell, 2002), and 35-45% do 

not even achieve positive returns for the merger in the first two years following the 

merger (Cartwright & Shoenberg, 2006).  Hospital mergers have been proposed and 

ultimately rejected by regulatory agencies based on potential anti-competitive market 

effects.  There is a gap in research that fails to assess the leader’s direct role in 

prospectively structuring a hospital merger that can create a higher likelihood of realizing 

greater value for stakeholders.  To have a higher degree of potential success, it may 

necessitate changes to a leader’s style, or processes and management structures to 

mitigate risks and steer the organization toward integration.  The outcome of this study is 

to identify the potential value equations that can be created from a merger based on 

previous research and to identify the key value drivers of the leader’s role in executing 

successful hospital mergers.  



THE ROLE OF LEADERSHIP IN HOSPITAL MERGERS 

 

15 

 

Summary 

Leadership through hospitals mergers can be extremely difficult.  Successful 

navigation through the merger depends upon both hard skills of financial and operational 

management as well as soft skills such as communication and culture evolution (Shulz, 

2008).  The failure rate of mergers overall identifies a phenomenon that needs to be 

explored in greater detail.  Culture and change management appear to be intangible yet 

critical components of any successful merger, and if not managed appropriately, can 

derail the best of post-merger integration plans.  The culture and change processes should 

be recognized, nurtured and developed as part of any hospital merger integration plan. 

 

 

 



THE ROLE OF LEADERSHIP IN HOSPITAL MERGERS 

 

16 

 

CHAPTER TWO: LITERATURE REVIEW 

Introduction 

 This study focused on the importance of leadership in implementing change and 

organizational culture transformation through a hospital merger with a focus on how the 

leader creates greater value for stakeholders.  The following sections are relevant to the 

study.  First, literature identifying the organizational connection between organizational 

culture and leadership are presented and discussed.  The role of leadership during a 

merger and the influence that organizational culture has on the merger process is 

reviewed.  The second section identifies the organizational effects of a merger.   Concepts 

related to the effective integration of organizational cultures during a merger and the 

acceptance or rejection of change are reviewed.  Finally, the leader’s level of 

accountability in role modeling behavior and implementing processes and structures to 

support the merger to realize organizational value will be assessed.   

The following literature review presents findings on the connection between 

organizational culture and leadership, the effects that a merger may have on the 

organization’s culture, and the role that the leader plays in navigating through the change 

associated with a merger. The outcome of the literature review is to identify ways in 

which a leader can be the catalyst for change; and to understand the methods that a leader 

can utilize to improve overall effectiveness in creating greater value and overall success 

through the merger process. 

The Process of Leading through Hospital Mergers 

 Kavanagh and Ashkanasy (2006) identified that a successful merger depends 

upon how the culture integration process is lead and managed.  Kotter (2007) notes that 
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there is a distinct difference between leading and managing.  Leadership is complex and 

requires that an individual set direction, align people and allocate resources, and 

motivates toward a vision or a goal.  Management includes planning, organizing, staffing 

and process control.  In a merger, executives that are responsible for a merger have the 

distinct responsibility of creating the vision, communicating the vision, developing the 

merger framework, implementing change initiatives and structures, and executing on the 

merger plan.  The perception and manner through which the change is implemented can 

impact the adoption and integration elements of the merger and develop the cultural 

components of the new merged organization that is created through post-merger 

implementation. The leader needs to be capable and trained in the process of 

organizational transformation to build relationships and trust with key stakeholders who 

rely on leadership for their success and whom will eventually adopt the new culture of 

the integrated organization. 

Historical Challenges of Achieving Outcomes and Value in Hospital Mergers 

Fulop, et al. (2002) identified that differences in culture among merging 

organizations can be a barrier to realizing the anticipated financial and economic benefits 

of a hospital merger.  Attitudes, beliefs and management approaches were identified as 

barriers to realizing the true value for internal and external constituents.  The findings of 

the study identified that hospital mergers did not realize targeted value because of 

limitations in resources and management support.  The researchers found that 

management resources and communication intensity needed to be increased during a 

merger to realize the targets more quickly and to also sustain the changes. 
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Garvin and Roberto (2005) present the concept of stickiness to assess the ability 

of an organization to sustain change.  The researchers suggest that during major change 

efforts, leaders fail to position the organization for change, and therefore are unsuccessful 

at sustaining the desired change.  Kotter (2007) presents eight components of change that 

can create greater probably for success.  These eight drivers of success can be narrowed 

down to four major efforts that a leader can undertake before, during, and after the 

merger to make the desired change stick.  First, the leader must adequately prepare the 

organization for the change. Preparation includes communication of the impending 

change to followers and enlisting their support and setting expectations that they are 

capable of the change as well as building up the confidence of the organizations that there 

will be a future after the merger. Second, the leader must effectively communicate the 

plan and vision which includes building support from stakeholders within and outside the 

organization for the merger plan as well as the desired outcomes of the plan.  Third, upon 

initiation of the merger, the leader should manage the emotions of the merging 

organizations, providing a reflective sense of loss, but also articulating the opportunities 

that lay ahead with the successful integration of the hospitals.  Finally, the leader should 

present the results that are being created from the merger, celebrate successes and 

reinforce the behaviors or attitudes that can prevent regression (Schneider, Brief & 

Guzzo, 1996). 

A leader should possess a level of understanding and appreciation for both the 

objective and subjective elements of change.  Zaheer, Schomaker, and Genc (2003) 

define the skills of strategy, operations and financial planning as hard skills, while 

culture and change management would be viewed as soft skills (Bergamin & Braun, 
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2017).  Brouthers, Van Hastenburg and Van den Ven (1998) identify that most mergers 

failed due to skill deficiencies in culture and change management and Bergamin and 

Braun (2017) identify soft skills as a critical factor in the success of a merger.  These soft 

skills require an appreciation of the art of leadership as compared to the science.  Kim 

and Mauborgne (2003) present four skills that create what the researchers identify as the 

tipping point for change.  Leaders must have the awareness and skills to identify pain 

points and make these pain points personal for others to create the momentum to drive 

and sustain change.  Areas of resistance should be addressed where change is critical, yet 

inhibited.  Leaders should educate others on what needs to be done and engage and 

empower others to make the change.  Finally, leaders should remove both physical and 

human barriers to change. 

Kotter (2007) identified that most change falters because leaders fail to create a 

change constituency and do not engage all stakeholders in the change process.  According 

to Kotter (2007), successful change efforts occur when leaders create and communicate a 

vision and need for change, create change urgency and engage a change coalition, 

empower the front-line personnel, to recognize successes, and rapidly implement changed 

processes.  Kegan and Lahey (2001) propose that stakeholder engagement is the key to 

successful change, and most change efforts do not effectively engage those individuals 

that are going through the change process.  Leaders that spend time with front line 

stakeholders to understand barriers to change can create change agents and structures that 

will support the new process or culture if they are a part of the development.  Schweiger 

and DiNisi (1991) identified that increased communications through what the researchers 

called a realistic merger preview reduced the dysfunctional outcomes from a merger.  
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Communicating frequently and with robust information allowed employees to have 

clarity on the merger process and resulted in greater engagement of employees through 

the merger process.  Angwin, Mellahi, Gomes, and Peter (2016) confirmed that improved 

communication processes and content made an impact on employee commitment to the 

merged organization strategy and outcomes. 

The Leader’s Role in Creating Value 

  Choi and Brommels (2009) identify that a primary leadership rationale for 

a mergers is financial economies of scale, aggregation of assets, and the ability for an 

organization to be more competitive in a market.  Primary merger strategies are driven by 

the desire to create market power, financial challenges and competition (Sloan, Osterman 

& Conover, 2003).  Alexander, Halpern, and Lee (1996) assessed short-term and long-

term value that was created through hospital mergers, revealing that in the short-term, 

mergers slowed increasing costs, and in the longer term, costs were slightly lowered.  The 

leader’s role and challenge in driving a merger is to identify and communicate the 

potential value that can be created by and through the merger itself which will create 

value for stakeholders that could not be realized without a merger. 

 The leader’s role in creating a vision for the organization, participation and 

encouragement of value creation, resource allocation, and innovation can accelerate the 

transformation of the organizational culture and overall service delivery (Jaskyte, 2004).  

The leader’s role in creating a positive and innovative culture can have an impact on a 

firm’s performance.  Chan, Shaffer and Snape (2007) found that during change, a leader’s 

ability to sustain culture while undergoing change or a shift in strategic direction, will 

have a positive impact on firm performance.  The way in which a leader introduces 
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change will also have an impact on the creation of value.  Choi, Holmberg, Lowstedt and 

Brommels (2010) found that historical top-down management approaches impair the 

success of transformational efforts, and confirmed the connection between successful 

change efforts, employee understanding, and change management.  When ambiguity is 

present, change management and cultural transformation processes are impaired which 

impacts value creation. 

 Porter and Kramer (2011) contrast the historical perception of short-term value 

creation against longer-term strategic value propositions.  Older paradigms of value 

define the concept narrowly, maximizing short-term gains, and omit customers’ needs 

and desires (Porter & Kramer, 2011).  Value in the future will be shared among 

stakeholders – producers, consumers, supplier and influencers.  In the case of hospital 

mergers, the value proposition should be shared by physicians, employees, health plans, 

and the community in order to create a common vision for how the merger will create 

value for stakeholders.  Value should not be a trade-off between the business and its 

customer, but should maximize the economic and social benefits relative to cost (Porter 

& Kramer, 2011).  Hospital merger leaders should assess the opportunity to create an 

environment of employee engagement and ownership of the merger process, creating a 

meaningful and longer-term vision for the merger, which focuses on including a broader 

group of stakeholders in the solution. 

 Jung and Avolio (2000) present the concepts of trust and congruence as ways in 

which leaders can align structures for value.  Value congruence occurs when values are 

shared between a leader and employees, and creates a positive impact on organizational 

performance (Jung & Avolio, 2000).  When a leader demonstrates desired behavior, 
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people within the organization will follow (Schein, 1984).  Therefore, leaders that align 

their behavior with the existing organizational culture can create greater value (Jung & 

Avolio, 2000) for stakeholders.  Similarly, trust in the leader is also a driver of 

organizational performance and value.  A leader’s efforts to build trust through 

communication, reinforcement of messages, and engagement and connection with 

employees can all contribute to the creation of value for stakeholders through a merger 

(De Jong & Den Hartog, 2007).  Hitt, Ireland, Sirmon and Trahms (2011) present the 

concept of strategic management and entrepreneurship as characteristics of a leader that 

create greater value for stakeholders.  Leaders that are capable of assessing the need for 

mergers and that create a clear strategy for integration and execution can create a culture 

of achievement.   

The Connection between Leadership and Organizational Culture 

The connection between leader and culture has been identified as a predictor of 

organizational performance (Marcoulides & Heck, 1993).  An organization’s culture can 

be a validation of where an organization is heading relative to its goals and objectives.  

Culture is defined as a strategic advantage and can indicate whether an organization will 

outperform its peers (Marcoulides & Heck, 1993).  Schein (1984) identifies that a leader 

is responsible for setting the tone, expectations and direction of an organization, and has 

the responsibility to develop the organizational culture.  In new organizations it is the 

leader that creates the culture by developing the mission, values and ethical pillars upon 

which the culture is developed. 

Cartwright and Cooper (1993) posit that the leader has the responsibility for 

initiating change models by articulating the what, why and the how of the change; and 
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that success of the organization is dependent upon the widespread knowledge of the 

content of the change.  Schein (1984) states that the main priority of a leader is to create 

and manage change.  Khan, Soundararajan, Wood and Ahammad (2017) emphasizes that 

a leader’s primary role in post-merger integration is to articulate a vision for change, 

developing trust, and removing potential barriers to change.  George, Sleeth and Siders 

(1999) note that a leader has profound influence in developing the organization’s 

philosophy and sets the rules for how individuals behave.  Behavior that is recognized 

and rewarded is the culture that will survive in an organization. 

Schreiber and Bart (2013) defined leadership as having three key components: the 

ability to motivate; development of vision; and, creating outcomes that benefit 

stakeholders.  In the case of a merger, the leader has the responsibility to align and 

motivate stakeholders – both inside and outside the organization – to support and own the 

change. The leader is someone who can formulate, co-develop, communicate, and 

implement change that is appealing to stakeholders.  Hatch (1993) identified that the 

culture of a developing organization is built around the founder.  As an organization 

evolves, the leader continues to influence the culture, and simultaneously the 

organization's culture begins to evolve on its own and take on unique characteristics and 

values of its own. In the case of a hospital merger, the leader must take responsibility for 

creating and communicating the vision, identifying the targeted outcomes and ultimately 

realizing value for stakeholders through the merger. Freeman and McVea (2002) 

identified that successful change strategies include the integration of the interests of all 

stakeholders to develop alignment, rather than maximizing the position of any one vested 

group.  The transformational leader’s role in engaging stakeholders toward a new vision 
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creates the foundation for the development of a new organizational culture (Bass & 

Avolio, 1993). 

Xenikou and Simosi (2006) identified that leadership and organizational culture 

are tightly connected and interdependent and Elsass and Veiga (1994) consider 

acculturation a process rather than an outcome.  Key strategic and operational initiatives 

that are implemented and the actions that are taken by leaders will have an impact on the 

organization's culture and a leader should realize that culture is constantly under 

development.   Schein (1984) identified that organizational culture exists on three levels: 

on the surface with visible artifacts; below the surface with values and beliefs, and at the 

foundation with assumptions for behavior.  Assumptions are the beliefs about reality and 

accepted behavior (Schein & Schein, 2017).  Values are the social principles, 

philosophies, standards and norms with which the organization applies actions to reality.  

Artifacts are the visual indicators of the results of the organization, which may take the 

form of values or assumptions and are constantly evolving.  Schein (1984) also identified 

that the leader can actually create a culture; directly impacting or influencing culture by 

the words that are used, the actions that are taken, the behavior that is allowed within the 

organization, and the results that are recognized and rewarded.  Barney (1986) identified 

that certain aspects of organizational culture could be differentiating and a source of 

competitive advantage if they are valuable, rare, and imperfectly imitable (p. 659). 

 Bligh (2006) identifies that effective change management within organizations 

requires a blend of instrumental and cultural leadership. Instrumental leadership qualities 

are the process and structural elements of change that include organizational design, 

rewards, and control mechanisms that promote or support change.  Cultural leadership is 
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not role dependent and can be any position of influence possessed by an individual and at 

any level within an organization.  Maxwell (2011) identified that leadership is comprised 

of both formal and informal roles within an organization, and each carries a unique scope 

of power and influence.  A cultural leader has the capacity for influencing change in the 

organization's culture.  Cultural leadership is the "process through which leadership 

influences cultural ideologies and expressive behaviors," (Bligh, 2006, p. 399).  

Within the context of a merger, cultural leadership goes beyond basic 

instrumental leadership in that a leader will focus on all aspects of the merger - strategic, 

operational or financial.  According to Masood, Dani, Burns and Backhouse (2006), 

cultural leadership includes attracting and uniting followers, breaking down old cultural 

structures that prevent change from occurring, maintaining structures that promote 

change, and connecting the diverse interests of the cultures and sub-cultures.  Effective 

leadership through change will create, integrate, and embody a new organizational 

culture (Bligh, 2006). 

 Bass and Avolio (1993) note that transformational leaders work within the 

organization’s culture, but are primarily focused on creating organizational alignment and 

culture that engages stakeholders.  In a study by Block (2003), employees who rated their 

immediate supervisor as a transformational leader also identified their organizational 

culture as adaptive, innovative, integrative and having a clear mission. Transformational 

leaders utilize strengths in motivation, vision creation, and communication to develop an 

engaged group of followers (Masood, Dani, Burns & Backhouse, 2006).  Van Dijk and 

Van Dick (2009) identified how leaders can use perspective taking as a way to address 

employee resistance by shifting a perspective from how and what will be impacted during 
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change to how the change impacts the cultural elements of the organization.  The 

perspective of change is altered from a negative to a positive force that can enhance the 

organization’s culture.  Ogbana and Harris (2000) did not find a direct correlation 

between leadership and performance, but instead found that transformational leadership 

is associated with promoting the organizational characteristics of competition and 

innovation, which have a high correlation with organizational performance.  

 Halstenson and McLean (2007) identified that 75 percent of hospital mergers fail 

when elements of corporate culture are not addressed.  Gelineau (2015) stated that 

organizational culture could overwhelm the best-laid organization plans and strategies.  

Culture can destroy potential affiliations, mergers of entities and entity acquisitions if 

each organization’s culture is not appreciated, understood, and integrated effectively.  

Culture alignment should be recognized as a driver of acceptance of a merger at all levels 

within a hospital organization.  Board members, physicians, and employees all represent 

stakeholder groups, and each has a sub-culture within the organization’s larger culture.  

Gelineau (2015) identifies that a hospital merger should have three areas of emphasis: 

blending governing boards, integrating the clinical network, and creating and 

communicating a shared vision.  A leader who is directly responsible for implementing a 

hospital or health system merger must have the fortitude to determine if any of these 

three areas are incapable of integration and realize that a hospital merger has the potential 

for failure.  It is wiser to recognize the lack of fit earlier on in the process and terminate a 

merger than pursue a merger where integration will not be successful based on 

incongruent culture.  The ability of a leader to see what is both above and below the 

surface of the merger is important. 
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Organizational Results and Effects of Hospital Mergers 

 Creating a new culture by integrating two or more merged entities into a new 

organizational culture represents a difficult leadership challenge.  Leaders must anticipate 

cultural barriers and challenges to change.  A leader must plan for and respond – not react 

– to situations where resistance is encountered.  Leaders should anticipate and 

prospectively plan for these integration challenges and culture clashes (Bligh, 2006).  

According to Klar (2015), successful health care mergers depend upon a comprehensive 

business plan for operational efficiency, and should at least have a high-level plan 

developed before placing signatures on any formal merger agreements.  Leaders need to 

develop the change infrastructure and strategies to create greater value through a merger. 

Four steps are recommended by Klar (2015) to increase the probability of success of a 

merger: 1) the development of a clear leadership structure; 2) the creation of explicit 

goals and objectives with the creation of detailed plans that identify how to achieve them; 

3) communication of realistic and sustainable cost-savings to front-line staff with a cost-

reduction target of between four and seven percent; and 4) a thoughtful and 

comprehensive plan for the development of a strong cultural foundation for the new 

system.  Klar (2015) also notes that without these structures, change resistance will 

emerge, and a hospital merger will lack direction and structure.   

The Leader’s Role in Culture and Change in Hospital Mergers  

Schein (1984) identified five consistent behaviors that leaders can demonstrate 

that will shape organizational culture.  Leaders that routinely demonstrate the values 

through their daily standard work; where a leader places focus; where outcomes are 

measured; and where behavior is publicly recognized all drive the development of 
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organizational culture.  The behaviors that are recognized and rewarded by the 

organization will be replicated (Schein, 1984).  How a leader responds to critical 

incidents or crises will identify what a leader views as important.  The visible and 

observable behavior of a leader when coaching is also important – a leader will coach or 

teach behavior that is considered important.  Leaders will reward behavior that correlates 

with the values that connect to the leader’s vision for the organization.  Leaders will seek 

to recruit, retain and promote individuals who connect with the culture the leaders is 

trying to create.   

The process of understanding and appreciating existing hospital or health system 

cultures is an important step toward the culture integration and acculturation process.  

The importance of understanding the existing cultures of the pre-merged entities will be 

realized during the culture integration and creation processes.  The leader must 

understand the foundational organizational culture of each entity to design a plan for the 

integration and creation of a new post-merger culture.  A leader should recognize the 

culture typology and have familiarity with the attributes of each in order to determine 

how difficult a merger will be, where areas of challenge may exist, and whether a 

hospital merger is even viable.   

Cartwright and Cooper (1993) identify four types of culture: Power, Role, 

Task/Achievement, and Person/ Support.  Power represents a culture that is 

individualistic, autocratic and resistant or suppressive of change and behaves in a manner 

that is loyal to or representative of the leader.  Role culture represents a more 

bureaucratic and hierarchical structure that formalizes process, rules, and regulations.  

The focus of the Role culture is efficiency, and standardized processes.  Members of a 



THE ROLE OF LEADERSHIP IN HOSPITAL MERGERS 

 

29 

 

Role culture focus heavily on creating consistent processes, place little emphasis on the 

individual, and may believe a role can easily be replaced and a process will continue.  

Task/Achievement culture places an emphasis on the organization's mission and 

commitment to the team.  The task requirements drive how the work is organized and is 

focused on the way in which flexibility and autonomy within the organization. 

Employees who work for Task/Achievement cultures remain because of high regard for 

the creative environments in which they work.  Person/Support emphasizes extreme 

equity among employees of the organization, and focuses on the growth and development 

of its employees.  Person/Support cultures are usually found more in not-for-profit 

organizations.  A leaders should be adept at realizing the different types of culture and 

how the employees operate within the culture paradigm.  Each of these culture types 

creates an opportunity for the leader to utilize different leadership styles to optimize the 

performance of the organization, and to create an integration plan that is sensitive to 

culture. 

 Bass and Avolio (1993) identified nine types of organizational cultures that are 

connected to either transformational or transactional leadership.  The authors found that 

the leader influenced the organizational culture by the way the leader balanced 

transactional and transformational elements of leadership.  Transactional leaders utilized 

a contractually driven method of governance whereas transformational leaders created a 

sense of purpose, connected stakeholders to a feeling of belonging, and an overall 

commitment to the organization.  Xenikou and Simosi (2006) found that the 

transformational leader that embodied a humanistic orientation had a higher impact on 

organizational performance than transactional leaders.  
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The Leader’s Role in Planning and Execution in Hospital Mergers  

Fulop et al., (2002) identified that leaders who are responsible for hospital 

mergers must look at the complete picture of the change process rather than approach the 

effort within their comfort zone of prior experience.  Culture and organizational health 

have both been identified as spoilers of pre-merger integration plans.  Executive teams 

may understand that culture and change present barriers to realizing value, but leadership 

teams may lack the skills or be uncomfortable with a more qualitative approach to 

integration or to what Goleman (1998) would identify as soft skills that drive 

organizational performance and culture.  Soft skills are typically not a part of a 

professional’s training and these skills are usually learned through actual experience 

(Schein & Schein, 2017).  Leaders may not be trained in using a soft focus to work 

through resistance, and instead, opt to utilize the hard skills in finance or operations 

where they may have more experience or comfortable.  For example, leaders may re-

engineer or reorganize to change the culture (Seren & Baykal, 2007), but mistake 

reorganization for change, and realize that culture resistance must be addressed.  Leaders 

should approach all hospital mergers with a comprehensive merger integration plan that 

includes elements that are inside and outside of their comfort zone.  Leaders should 

carefully evaluate culture before a final merger transaction decision is made. 

Summary 

Leadership and organizational culture are interdependent and connected to the 

success of a hospital merger and the creation of value for stakeholders.  A leader's style 

will have a strong influence on the organization's culture, and the ability of a leader to 

integrate organizational cultures may be a critical component (Schein, 1984) to a 
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successful hospital merger.  The leader must understand and appreciate the magnitude of 

change associated with a hospital merger, understand the implications of culture 

incompatibility, and comprehend the implications in order to navigate through the sea of 

change during the merger.  A leader must be adept at using different leadership styles 

during the merger to minimize resistance to change and to ultimately create a new 

organizational culture between the merged entities and aligning interests, visions and 

objectives that in turn of creates greater value for stakeholders. 
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CHAPTER THREE: PROJECT METHODOLOGY 

Introduction 

Hospital mergers have the potential of creating value for stakeholders by reducing 

operating costs, improving coordination of care for patients, reduced pricing, and 

improving clinical quality through consolidation.  Prior research on the topic of hospital 

mergers has analyzed retrospective results, but few studies have evaluated the merger 

planning frameworks and operational improvement opportunities that may create greater 

value through mergers (Jacobs, Mannion, Harrison, Konteh, & Walshe, 2013).  

Leadership skills, business planning, change management and execution strategies 

appear to play a part in the successful execution of hospital mergers, and effective 

planning and communication processes may play a large part in sustaining value creation 

in hospital mergers.  The leadership component of the merger remains a critical, yet 

inconsistent, variable in the success of the hospital merger (Davies, Mannion, Jacobs, 

Powell, & Marshall, 2007).   

Limited research has been conducted on the role of leadership in hospital mergers, 

the methods and planning frameworks, and change management processes that leaders 

use to engage the workforce.  Additionally, organizational culture plays a large part in the 

success or failure of hospital mergers, and culture provides a set of norms, beliefs, values, 

customs and practices that may be shared by a group (Jacobs, Mannion, Davies, Harrison, 

Konteh, & Walshe, 2013).  Culture can help or hinder the effectiveness of organizational 

change. A leader’s role in merger execution related to the merger framework and culture 

development – pre-, during, and post-merger – can have an impact on increasing the 

value that is created through a hospital merger. Ward and Kagitcibasi (2010) identify that 
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the acculturation process is a critical component of any hospital merger.  Applebaum and 

Gandell (2002) identified that poor execution around the human resources and cultural 

aspects of the merger are key reasons for the high number of failed mergers which has 

ranged from between sixty and eighty percent. 

The purpose of this dissertation is to assess the impact of leadership on hospital 

mergers and the value that is created for stakeholders.  This dissertation will assess prior 

research conducted in the area of value creation through health system mergers and will 

also compare and contrast differences in leadership styles, methods, and approaches 

demonstrated by five health system chief executives from the state of California which a 

focus on identifying practices utilized in prospective merger planning, culture and change 

management, and merger execution. This phenomenological dissertation in practice study 

identifies the impact that culture adaptation (Berry, 1997) and change leadership can have 

in creating value for stakeholders during a hospital merger. 

Research Question and Proposition 

The research questions will be focused on three areas of the merger process: 1) the 

connection between leadership and organizational culture; 2) the organizational effects of 

a merger; and, 3) the leader’s role in implementing the merger and creating value for 

stakeholders. The research assesses how an individual leader’s skills, processes, 

practices, and approaches around culture integration and change management can directly 

impact a health system or hospital merger.  Leadership themes have been identified and 

classified into the most successful or highest yield efforts that can be undertaken by the 

leaders to facilitate the execution of the merger.  Leadership themes are identified and 

classified as the most successful or highest yield efforts that were undertaken by the 
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leaders to facilitate the execution of the merger and provide the substance for a merger 

framework that the leader can follow during a merger.  The research question is, how can 

post-merger organizational culture, change management processes, and merger 

execution processes play a part in creating value for hospital and health system mergers? 

Additional sub-questions include:  

• What were the ways in which organizational culture played a part in the success 

of the hospital or health system merger? 

• How did leadership develop a pre-merger plan for culture change and integration 

and how effectively did leadership execute on the culture redesign process? 

• How did leadership embed or transfer culture as part of the culture development 

and integration plan along the merger pathway? 

• What change management processes and stakeholder engagement approaches 

assisted in moving the hospital or health system merger forward? 

• How did leadership strategy and plan execution impact the successful 

implementation of the hospital or health system merger? 

A leader’s skills in culture integration and change management appear to play an 

important and differentiating role in the successful implementation of health system and 

hospital mergers.  The research questions provide the opportunity to focus on the merger 

planning, culture change, and strategy execution, and change management strategies that 

were utilized during the merger to create value for stakeholders.  The research assesses 

how an individual leader’s skills, processes, practices, and approaches may impact the 

merger – negatively or positively.   
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The interviews were conducted using a contingent style (Creswell, 2013) where 

general questions were asked, and based upon the answers, sub-questions were tailored to 

obtain additional leadership insight.  The interviews were transcribed and then 

summarized.  Each interview summary was approved by the subject.  The notes from the 

interviews were hand-coded and converted to categories.  Within the categories, themes 

were then developed to support the evolving concepts.  The themes were then classified 

into classifications of efforts that were undertaken by the leaders to facilitate the 

execution of the merger.  This process made the data synthesis more consistent and 

allowed the researcher to formulate themes more effectively.  The research questions 

followed the interview protocol that has been included in Appendix two. At the 

conclusion of the session, a summary table of the interview notes was developed and is 

included in Appendix Five. 

Research Design 

The dissertation is a qualitative study focused on identifying the leadership 

element of hospital mergers with a particular focus on the leader’s role in execution and 

creating value for stakeholders through the merger. The research study reviews and 

assesses the common experience among current and former hospital or health system 

chief executives and how organizational culture and change impacted the leader’s ability 

to create value for stakeholders. 

Interpretive Phenomenological Analysis (IPA) 

The Interpretive Phenomenological Analysis (IPA) research methodology was 

used as the primary approach to gain insight and data for my dissertation. The power of 

the IPA is its ability to conduct inductive research and obtain insights from individuals 
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who have experience in a particular area, and could be considered experts (Reid, Flowers 

& Larkin, 2005). In the case of my dissertation, the five chief executives have experience 

with 25 hospital mergers, which represents over half of the average mergers that occurred 

annually (41) during the period between 1999 and 2009 (Dickson Goodman Hughes, 

2013). The IPA approach builds upon the research in a “bottom-up” (Reid, Flowers & 

Larkin, 2005) effort to understand the connection between the data (interviews), the 

individuals, the environment, and what could be considered the most powerful element of 

the research - the reflection process (Reid, Flowers & Larkin 2005). 

The IPA methodology and research process allows the investigator to enter the 

world of the subjects, providing a deep understanding of their thoughts, commitments, 

feelings, and reflections through storytelling and uses the subject’s own words to develop 

categories and themes. The distinct advantage to using the IPA methodology in my 

research is that rather than using a top-down approach to research where leadership 

behavior was evaluated from a deduction perspective - where elements of behavior, 

processes and styles were deducted, compared, and contrasted - consistencies were 

identified among researchers and categories and themes were developed. 

The ideal participants for the IPA are those individuals who can share “the 

meaning of the lived experience or phenomenon” (Starks, Brown Trinidad, 2007, p. 

1373) and will provide experiential data that allows the researcher to develop categories 

and themes that when taken together can create the “essence or core commonality of the 

experience." (p. 1373). Pietkiewicz and Smith (2014) note that the IPA draws upon the 

methods of Phenomenological, Hermeneutics, and Idiographic research and analysis. The 

Phenomenology approach represents a focus on how experts with specific experience 



THE ROLE OF LEADERSHIP IN HOSPITAL MERGERS 

 

37 

 

describe objects events or situations.  Rather than describing the event itself, the data is 

captured to represent a common experience or approach, not measured in the form of a 

categorical system or structure like a survey or a checklist. The research represents a 

buildup of the experience itself.  Hermeneutics focuses on understanding the meaning of 

the participants’ world, and creating consistent meaning of their world or experiences. 

Finally IPA uses the Idiographic approach to conduct a detailed review of a case and 

provides an assessment of the perspectives of the individuals who had unique contexts. 

Ideally, a sample size of between three and eight participants is ideal for using the IPA 

methodology with each subject having a high degree of homogeneity around timing, 

location, organization typology, and size (Smith, Jarman & Osborne 1999). 

The use of the IPA for this dissertation is appropriate for understanding the 

leader's role in hospital mergers in order to gain understanding of the personal 

perspective and interpretation of the subject’s subjective experience. The IPA model 

provides a powerful tool to understand the detailed subjective experience and to gain 

insight into actions, behaviors, models, processes. Motivation, and motivation as they 

relate to the hospital merger. The use of past experiences to anticipate the future and to 

develop a framework for making sense using prior merger experience can identify best 

practices and approaches that will assist leaders in the future.  Kevin, Moon and 

Hoffman, (2006) present the IPA model as a way of making sense out of retrospective 

analyses in order to anticipate the future. The IPA methodology does not seek to explain 

the events or experiences but rather provides summary examples and explanations for 

outcomes or events (Klein, Moon & Hoffman, 2006).  Through the use of IPA, the 
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leaders have the ability to talk through their experiences and to develop similarities and 

conclusions based on their prior experience. 

The research study utilized the IPA method to provide the first-hand experience of 

what the hospital/health system chief executives encountered and how the situation or 

experience impacted the leader’s ability to generate value for stakeholders through the 

merger. Creswell (2013) identified that the phenomenological approach is optimal to 

provide a structure to assess the collective meaning and experiences for a group of 

individuals and provide a common context around their lived experiences to better 

understand the concept or phenomenon that was experienced.  

Within the health care industry, there have been a high number of failures among 

merging hospitals (Gelineau, 2015). The outcome of this study is to provide a greater 

understanding of the hospital merger process and to develop a framework for future 

leaders to follow during the merger process who may assume the role of leader during a 

hospital merger and will potentially increase the likelihood of creating value for 

stakeholders. The study identifies key challenges and barriers to generating value for 

stakeholders, including organizational culture and acceptance of change.  This research 

contributes to the body of leadership research by conducting a dissertation in practice that 

assesses the leader’s critical role in the pursuit of value through hospital and health 

system mergers and provides a framework to assist executives in implementing a 

successful merger. 

According to Creswell (2013), the IPA approach seeks to develop a consistent 

meaning of experiences among individuals who have experienced similar situations.  In 

the case of the dissertation approach, interviews were conducted with five hospital or 
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health system chief executives who were directly involved in hospital mergers and 

considered the leader of the merger initiative and were, therefore, accountable for the 

results.  The interview process was employed to understand how each chief executive 

incorporated leadership styles, practices, programs and approaches during the merger 

process; how each leader defined and communicated the value of the merger; assessed 

the way in which the leader planned for the merger; and the way in which the leader 

engaged others to develop a framework for success. 

The IPA approach was utilized to develop a consistent framework (Creswell, 2013) 

around the similarities and differences in how the chief executives approached the merger 

and to identify the variation in leadership practices.  An important finding from the 

research was to identify how consistent or inconsistent the leaders were in their planning 

strategies and culture change approaches during the merger.  A secondary finding was to 

identify the challenges that were encountered by the leader and how the leader 

approached resistance or barriers to change.  

 The purpose of the study was to add to the body of knowledge around the impact 

that leadership has upon the creation of value for stakeholders through the successful 

execution of hospital mergers.  Creswell (2013) identifies that the IPA approach is used 

to focus on a common phenomenon experienced by a similar group of individuals to 

explore perspectives and assess the actual lived experience.  Hospital/health system chief 

executives were interviewed to determine the scope of their use of change management 

strategies and structures, the redesign of organizational culture, and employee 

engagement during and after the hospital merger.  The interviews were reflective, 

specifically focusing on the common experiences of hospital/health system chief 
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executives and the impact that their leadership skills, practices, and approaches had on 

creating value for stakeholders.  The interpretive phenomenological approach was most 

appropriate to conduct this research because each chief executive will have experienced 

the same general hospital merger situation.  Although the entities may have been 

different, the role of the executive was consistent in each merger.   

Participants and Data Collection Sources 

The population that has been assessed is the relatively small group of hospital and 

health system chief executives that are responsible for leading hospital mergers. The 

sample size for this study was five current or former hospital or health system chief 

executive officers that were directly accountable to constituencies for a hospital merger 

and who encountered organization culture and change management resistance during 

their efforts to create value for stakeholders during the merger.  No specific permissions 

were necessary, other than the consent from the chief executives to use their feedback 

which was obtained prior to the interview.  The chief executives that agreed to participate 

were directly accountable for the planning and execution of over 25 hospital mergers.  

Data Collection Tools 

The interview protocol was structured so that the chief executives were not asked 

institutional-specific questions, and instead focused on leadership themes that tied to the 

process of acculturation (Berry, 1997), change management processes, and infrastructure 

to create value for stakeholders.  No specific questions were asked of the chief executives 

that would have identified their organization or the specific merger.  There were some 

examples provided by the subjects that were institutional-specific, and the information 

was redacted from the interview summaries and the subjects approved the content.  
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Interview content did not include the name of any organization or sensitive information.  

A code was assigned to the individual and each institution that was referred to during the 

interview was replaced preserve confidentiality and anonymity.  The subject/crosswalk 

code is maintained in a separate document that will only be available to the researcher 

and will be maintained for a period of five years. 

Data Collection Procedures 

Data Collection Process 

The study began by narrowing the leadership styles, change management and 

organizational culture development approaches that have been proposed by Bass and 

Olivio (1993), Kotter (2007), Kavanagh and Ashkanasy (2006) and Berry (1997) through 

previous work that focused on changing organizational cultures and sustaining change.  

Leadership practices and approaches were identified as desired outcomes, and questions 

were developed to isolate the leadership principles, practices and structures that may have 

been utilized during the hospital merger. By working backward in developing interview 

questions, the researcher also intended to identify the leadership intent and objectives that 

were associated with the hospital merger.   

The aim of this dissertation is to profile the ways in which healthcare leaders 

approached the merger process and identify the leadership styles, approaches, structures 

and methods that were utilized by leaders to achieve results.  Open-ended question 

interview techniques were used to assess the practices and structures utilized by the 

leader to implement change associated with the hospital merger.  

Sample Size and Description 

The population and sample size of hospitals or health systems that have merged 
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throughout the United States is relatively small.  During the period 1999-2009, there were 

an average of 41 annual mergers (Dickson Goodman Hughes, 2013).  Of particular 

interest in this study are multi-hospital systems that were engaged in acquiring either a 

single hospital or merging with another multi-hospital system. Leaders and organizations 

have been intentionally selected (Creswell, 2013) to create greater learning on the central 

phenomenon of the role of a leader during a hospital merger.  The homogeneity of 

sampling of urban, acute care hospitals and health systems located in the state of 

California, narrows the interview candidate pool to ensure environmental consistency in 

sampling. Interviews were held with five current or former chief executives of health 

systems in the state of California who were considered accountable for the merger 

process.  

Data Gathering 

Before the scheduled interview, an email was sent to each interview subject 

outlining the purpose and intent of the interview session.  Particular interest and emphasis 

was placed on identifying the demonstrated leadership behaviors, structures, and 

processes that were associated with the hospital and health system mergers and the 

perceived outcomes associated with the identified leadership behavior and 

structures.  The subjects received a copy of the research questions prior to the interviews.  

The interview process was used to identify how the leader developed the value 

proposition for the merger and how the leader measured success for the merger.  

Comparisons were made between leaders as to how each individual or organization 

defined success and value for a merger.  Each interview was conducted with the intent of 

determining whether the merger was successful, but rather with the goal of understanding 
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the leader’s role in creating value through culture integration, change, and the creation of 

positive outcomes through the merger planning and integration process.  

At the beginning of each interview, the researcher provided a profile of the 

information that was being sought during the session, and how the time was to be 

allocated during the one-hour session.  Each subject was offered confidentiality on his or 

her answers.  The researcher recorded the session and used the recording to create a 

written summary of the interview.  In addition to recording the interview, handwritten 

notes were taken by the researcher to capture the content of the interview.  A 

phenomenological approach (Creswell, 2013) was used during the interviews to allow the 

researcher to develop a profile of the common experiences of the leaders and provide the 

full context of the merger.  Open-ended and contingent questions (Creswell, 2013) were 

utilized to facilitate the discussion and to obtain clarity and consistency in responses. 

Emphasis was placed upon gathering honest and truthful content and experiential 

learning.   

Ethical Considerations 

The research study has several ethical considerations that need to be understood 

and appreciated. First, the interviews were confidential and include references to 

extremely challenging situations where the leader needed to make difficult decisions that 

may or may not have been successful. During the merger process, the leader may have 

needed to address individual or group behavior that was not conducive to the merger and 

intentionally undermined the merger which may have resulted in termination. It is 

important to keep individuals, organizations, and situations adequately generalized but 

also provide enough context so that a leadership lesson can be provided. The balance 
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between providing adequate disclosure to provide a learning opportunity and maintaining 

appropriate confidentiality will be critical. 

Second, the leader may have been under a high-pressure situation of having to 

satisfy the demands of multiple stakeholders who were influential, and the leader had to 

balance these complex expectations in order to implement the merger. This balancing 

may have led to sub-optimal performance or a gap in achieving key objectives that 

mattered to small stakeholder groups.  Unfortunately, these interests may have been 

impacted in the interest of achieving the greater good of completing the merger. The 

leader may have had to place the interests of one stakeholder group that held ultimate 

authority for the merger (for example, the Attorney General) over another group in order 

to gain approval. In so doing, the hospital executive may have impacted another group in 

a negative way. This honest feedback may offend certain stakeholders who believed that 

their voices were not heard or their interests were not a high priority during the merger. 

Another area for ethical consideration is the fact that although the merger 

occurred, the hospital or health system merger may not have achieved the desired 

outcomes of the merger. The leader may have been asked during the interview to reflect 

historically on the goals, objectives, and performance of the merger and in certain cases 

provided information that confirms that a merger was not successful.  The hospital 

merger may be classified as failing to live up to expectations, and the leader may be seen 

as unsuccessful if the merger did not achieve certain targets.  Therefore, interview 

sources and hospital references must be kept confidential so as to not have an impact on 

the individual’s current employment or pose challenges for future employment. 
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Summary 

Leadership and organizational culture are connected with the success of a hospital 

merger and the creation of value for stakeholders.  A leader's style and approach will 

influence the organization's culture, and the ability of a leader to integrate the merging 

entities’ organizational cultures is a critical component of a successful hospital merger 

(Bergamin & Braun, 2017).  Of particular import is the leader’s intent, purpose and 

motivation for a merger and whether the leader’s pursuit of a merger was self-serving and 

ego-centric, or whether the merger was pursued in the interest of creating greater value 

for stakeholders.  Ego or narcissism can also play a part in the leader’s motivation toward 

a merger, and Marks and Mirvis (2011) identify that leaders take on mergers to have 

greater power or control rather than to create a stakeholder benefit.  A leader that is 

pursuing a merger in self-interest, control and power-seeking, may not approach a merger 

rationally, and may pursue a merger regardless of whether value is created for 

stakeholders. 

The leader must understand and appreciate the magnitude of change associated 

with a hospital merger and anticipate the implications to allow for better navigation 

through a myriad of change during the merger.  A leader must be adept at utilizing 

different leadership styles, approaches and structures during the merger to minimize 

resistance to change and to ultimately create a new organizational culture between the 

merged entities.  The alignment of goals, strategic vision and organizational objectives 

create the catalyst for the creation of greater value for stakeholders. 
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CHAPTER FOUR: FINDINGS 

Introduction 

Hospital mergers have the potential of creating value for stakeholders by reducing 

operating costs, improving coordination of care for patients, reduced pricing, and 

improving clinical quality through consolidation.  Prior research on the topic of hospital 

mergers has analyzed retrospective results, but few studies have evaluated the merger 

planning and operational improvement opportunities that may create value through 

mergers (Jacobs, Mannion, Harrison, Konteh, & Walshe, 2013).  

Leadership skills, business planning, change management and execution strategies 

appear to play a part in the successful execution of hospital mergers, and effective 

planning and communication processes may play a large part in sustaining value creation 

in hospital mergers.  The leadership component of the merger remains a critical, yet 

inconsistent, variable in the success of the hospital merger (Davies, Mannion, Jacobs, 

Powell, & Marshall, 2007).   

Limited research has been conducted on the role of leadership in hospital mergers, 

and the methods, frameworks, and tools that leaders use to engage the workforce around 

change (Chatterjee, Lubatkin, Schweiger & Weber, 1993).  Additionally, organizational 

culture plays a large part in the success or failure of hospital mergers, and culture 

provides a set of norms, beliefs, values, customs and practices that may be shared by a 

group (Jacobs, Mannion, Davies, Harrison, Konteh, & Walshe, 2013).  Culture can help 

or hinder organizational change, and a leader’s role and merger execution related to the 

merger framework and culture development – pre-, during, and post-merger – can have 

an impact on increasing the value that is created through a hospital merger (Denison & 
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Mishra, 1995). Ward and Kagitcibasi (2010) identify that the acculturation process is a 

critical component of any hospital merger when the culture of each organization is 

integrated to form a new organizational culture.  Applebaum and Gandell (2002) 

identified that poor execution around the human resources and cultural aspects of the 

merger are key reasons for the high number of failed mergers which has ranged from 

between sixty and eighty percent. 

The purpose of this dissertation is to assess the impact of leadership on hospital 

mergers and the value that is created for stakeholders.  This dissertation assesses prior 

research conducted in the area of value creation through health system mergers and the 

change and cultural challenges that are found in transformative situations. The 

dissertation, compares and contrasts differences in leadership styles, methods, structures 

and approaches demonstrated by five health system chief executives in the state of 

California to create a framework that can be utilized for prospective merger planning, 

acculturation, change management, and merger execution. This phenomenological 

dissertation in practice study identifies the impact that culture (Berry, 1997) and change 

leadership have in creating greater value for stakeholders during a hospital merger and 

the leader’s impact on cultural integration (Schein & Schein, 2017). 

Research Question and Proposition 

The research questions are focused on three areas of the merger process: 1) the 

connection between leadership and organizational culture; 2) the organizational effects of 

a merger; and, 3) the leader’s role in implementing the merger and creating value for 

stakeholders. The research seeks to better understand how an individual leader’s skills, 

processes, practices, and approaches around culture integration and change management 
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can directly impact the success of a health system or hospital merger.  Leadership themes 

are identified and classified to identify efforts that were undertaken by the leaders to 

facilitate the execution of the merger and to develop a planning and execution framework 

that a leader may follow throughout the merger process.  The research question is, How 

can post-merger organizational culture, change management processes, and merger 

execution processes play a part in creating value for hospital and health system mergers?  

Additional sub-questions include:  

• What were the ways in which organizational culture played a part in the success 

of the hospital or health system merger?  

• How did leadership develop a pre-merger plan for culture change and integration 

and how effectively did leadership execute on the culture redesign process? 

• How did leadership embed or transfer culture as part of the culture development 

and integration plan along the merger pathway? 

• What change management processes and stakeholder engagement approaches 

assisted in moving the hospital or health system merger forward?  

• How did leadership strategy and plan execution impact the successful 

implementation of the hospital or health system merger?   

A leader’s skills in culture integration and change management appear to play an 

important and differentiating role in the successful implementation of health system and 

hospital mergers.  The research questions were focused on the merger planning, culture 

change, strategy execution, and change management strategies that were utilized during 

the merger to create value for stakeholders.  The research was conducted to understand 
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how an individual leader’s skills, processes, practices, and approaches impacted the 

merger – negatively or positively.   

The interviews were conducted with five current or formal chief executives of health 

systems who were considered leaders of a hospital merger.  The chief executives were 

selected based on their role and the complexity of the merger in facing cultural 

integration or change management issues.  The interviews were conducted using a 

contingent style (Creswell, 2013) where general questions were asked, and based upon 

the answers, sub-questions were asked to clarify the feedback that was provided. The 

interviews were recorded, transcribed, edited by the researcher, and submitted to the 

subject for review and clarification.  The subjects had the ability to review the content of 

the interview and did provide clarification of open issues and provided further detail to 

support statements where they did not feel that their answer was clear.  There were no 

references to individual or organization, and each subject had the ability to eliminate any 

revealing statements where they may have felt uncomfortable. Initial efforts were made 

to utilize an artificial intelligence system to perform the coding and theming, however, 

based on the specific references to health care terms, the software was not deemed 

appropriate, and instead a hand coding process was used. 

Once the interview data was approved by the subjects for use in the dissertation, a 

summary table of the interview notes was developed, a copy of which has been provided 

in Appendix Five.  Based on the level of detail obtained through the interviews, and the 

need to understand health care-related terms, background, and references, electronic 

coding software could not be used.  The researcher discussed this challenge with the 

dissertation committee and received approval to hand-code the interview summaries.  The 
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notes were then converted into three leadership categories. Within the categories, themes 

were then developed to define the categories.  The themes were expanded to identify 

commonalities and to classify the research data and categorize the efforts that were 

undertaken by the leaders to facilitate the execution of the merger.  A table that reflects 

the interview categories and themes has been included in Appendix Four.  The research 

questions followed the interview protocol and a copy of the protocol has been included in 

Appendix Two.  

 

Category 1: Leadership and Organizational Culture in a Hospital Merger 

The role of the leader during a merger can be significant, setting the pace for 

change and influencing individuals toward change.  The leader can serve as a catalyst for 

change and the creation of culture, and can guide the merging entities toward success 

through the successful execution of a well-orchestrated merger plan.  The leader’s ability 

to reflect on issues that may impact the merger and to develop contingencies that will 

address integration barriers can contribute to the success of a merger.  Crafting change 

management and culture integration strategies that will steer the organization toward the 

creation of value is a key leadership skill that can increase the probability for merger 

success.  Recognizing enablers of change and barriers to culture integration are also 

important capabilities of a leader.  The leader has the responsibility to role model the 

change, to make strategic decisions on culture compatibility, to create the organizational 

engines to implement change, and to create the plan and structures to implement and 

sustain the change associated with the merger. 
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Theme 1. Role Modeling  

The leader serves as a catalyst for change and culture development.  The merger 

does not end with the completion of the written agreements and signatures, and the real 

work begins when the organizational integration is initiated. This phase is where the 

leader and the senior leadership team must step forward and craft the new organization of 

the future. A leader has the responsibility of articulating the vision, goals, values, 

objectives, and future state of the organization. The leader can make the values personal 

at every level.  If a leader does not develop the vision for the merger and organizational 

structure, other individuals will. P4 said, “I had to fill the knowledge gap with 

information to make people more informed about where we were going and why we were 

making decisions in order to avoid rumor and subjection from staff."  A leader should 

also exemplify the culture that is expected, living out the values of the organization.  P2 

began to utilize key components of the acquiring organization’s mission and values in 

speeches and this included storytelling.  P3 began to learn and be reflective of the 

artifacts of the acquired organization and became more visible. 

Theme 2. Strategic Decision 

A pre-merger culture assessment process can be an important component of a 

successful merger and a “Go, No-Go” reflection point for the merger. Leaders may think 

that the culture will be addressed later on in the integration process, but a gap in 

understanding around conflicting cultures can undermine a merger. A leader needs to 

understand the underlying beliefs, values, norms, interpretations, history, and 

assumptions of each organization to appreciate where there may be disconnect in the 

interpretation of cultures and cultural elements. What is often presented on paper is not 
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the real culture. It is how the culture is lived and interpreted, and integrated into the daily 

decision-making of the organization. 

P2 noted that she realized that the mission, vision and values of each organization 

looked the same on the surface, but the behaviors and ways and means of interpretation 

of the culture were vastly different.  The difference was in how the organizations 

operated to achieve the end – the outcome or results.  P2 identified key differences in 

how the cultures were lived within each organization, but did so fairly late in the merger 

process.  P2 reflected, “I would still have proceeded with the merger if I had this level of 

understanding ahead of time, but I would have been more informed as to the points of 

potential conflict, and areas that may create a cultural challenge for merger integration.”  

P4 acknowledged that he had not conducted a pre-merger assessment, and 

therefore did not understand the barriers that would exist for integrating the 

organizational cultures.  The culture of the faith-based entity was extremely strong and he 

was not prepared to confront the culture immediately.  P4 said “the organization believed 

that part of its mission was to lose money, and I didn’t understand that until the merger 

had already occurred.”  As difficult decisions were made around under-utilized or costly 

services where consolidation should occur, the organization’s constituents believed that 

part of its mission and values were to provide care to the vulnerable at any cost.  

Although the acquiring organization provided care to the community in the form of 

uncompensated care, there was clearly disconnect between cultures.  The faith-based 

organization referred to the way it made decisions as the “XYZ way”, and this isolationist 

philosophy made it difficult to create a common operating platform for the development 

of a new organizational culture.  If P4 had realized that the culture was as strong as it was 
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at the beginning, P4 would have approached the integration of the two entities differently 

-  creating higher initial expectations around accountability and results from senior 

leaders, rather than letting the integration occur at its own pace. 

Theme 3. Ownership 

Merger integration teams, or what P1 called “integration engines” can help to 

move the organization through the integration phase. By incorporating individuals from 

each organization to create cross-organizational integration teams and assigning the 

teams with the responsibility to develop new processes, organizations can create 

ownership of the merger process at all levels within the organization. P1 created a 

foundation for change that actually drove the development of new systems, structures, 

and processes and enlisted leaders from both organizations. Unless the existing process, 

structure, or system is deemed a best practice by both sides, it should not not be 

universally adopted by both organizations.  P1 said, “The integration teams had to present 

the new processes to the leadership team, and we did not allow the process to survive in 

its post-merger future state unless it has been validated during the integration process 

through the integration teams.” The clear intent was to engage both parties in the 

development of future processes for the new organization with the goal of increasing the 

likelihood of acceptance and overall employee engagement in the change. 

P1 formally created integration teams and project management structures to 

support the change processes.  Senior leaders from both organizations were selected as 

adjudicators of the new processes.  A multi-disciplinary senior executive leadership team 

was formed and tasked with approving the future state of operations for the combined 

entity, addressing barriers to integration and holding their respective organizations 
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accountable for change.  Each member of the senior leadership change team was 

personally accountable for creating results, setting and achieving merger targets and 

creating value through the merger. 

Theme 4. Planning 

During the merger process, there is a clear difference between an integration 

merger and an acquisition merger (Datta, 1991), and the two concepts and expectations of 

each model between parties are not always communicated clearly at the beginning. 

Appropriate planning that includes systems, structures and processes to facilitate change 

is important (Schein, 1984).  P4 said, “I did not know how strong the organization’s 

culture was, and how difficult it would be to integrate them into our culture.”  An 

integration merger may result in both of the organizations forming a new company and 

both parties may have the ability to provide significant input into decisions and decision-

making. Acquisition model mergers may use the word merger to soften the transition 

resistance and reduce organizational tension or resistance to acquisition.  This often 

creates animosity within the acquired entity because it may have been communicated that 

the transaction process would include some input, control, or influence from the acquired 

party during the integration cycle. In actuality, the acquiring entity may take over control 

and drive the integration which may overpower the culture of the acquired entity.  

Clarity needs to be provided at the beginning of the process so that conflict can be 

avoided later, and each organizational leader understands their role in the integration 

process. If the model is an acquisition, P2 stated that “It would have helped if we 

understood in advance that we would not have a voice and that this was going to be an 

acquisition with clarity of the acquired entity and an acquiring entity.  This would have 
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helped us move faster during the integration process and caused a lot fewer problems in 

the execution of the plan." 

A complicating factor to evaluate is when the actual conditions of the merger do 

not match up with the legal agreements or the assumptions upon which the merger was 

based.  In the case of P2, the board of the acquired entity became aware that the acquiring 

organization had changed its plan and would not operate the company under a regional 

structure as had been agreed to during the creation of the binding legal documents.  The 

board made a decision to not question the structure, and instead follow the acquiring 

organization’s plan rather than raising this point as a clear violation of the legal 

documents.  In the case presented by P2, the board made a decision to forego a “go-no 

go” decision, and to instead be acquired and integrated into the existing structure where 

the acquired entity did not have a position of influence.  This move created anger, anxiety 

and animosity between the parties and took considerable intervention from leadership to 

work through this situation and repair the cultural damage that had occurred.    

Theme 5. Accountability 

Governance models can inhibit change and be barriers to integration.  Board roles, 

organizational structures, and governance models can impede integrating organizations 

and cultures. P2 discussed a personal situation where two hospitals merged, but the 

acquired organization retained its local board. Initially there appeared to be some 

alignment as the board had earlier endorsed the merger, but over time the acquired 

hospital's board and governance structure isolated itself and made alignment and 

integration with the acquiring entity extremely difficult. P2 said, “The board began to 

question all of decisions that were made by the system, and how the site was benefitting.”  
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P4 moved to dissolve all local boards, and created a single system board, but left 

community advisory boards in place to support philanthropy. The leader then integrated 

the local community advisory boards into a subcommittee of the corporate board. P3 did 

the same. P4 realized that he did not go far enough in integrating the other governance 

models like philanthropy and community relations and this created conflict in the culture 

development process for both parties. 

The leaders indicated that clear ownership and accountability for results is 

important in both integration and acquisition mergers.  P2 said that having a single, 

accountable leader, and a restructured board and accountability structure was important in 

setting integration timelines and achieving successful performance.  Governance and 

decision-making were clear, as was how conflict would be escalated and addressed.  P1 

discussed the need to have a single governing board in order to have alignment among 

merging parties.  P1 dissolved the existing local board governance models that could 

have detracted from the new organization’s culture and accountability structures.  

Although P1 dissolved all local boards upon integration, he did allow for a representative 

of the acquired organization to participate on the system board.  P4 focused on employees 

and physicians in his quest for greater alignment and ownership by creating engagement 

and education structures within these stakeholder groups.  P4 developed advisory 

structures within the physician community, and also developed an academy education 

concept where he could provide education to employees.  All of these governance models 

allowed the executive leader to communicate directly with constituents at the sites.  
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Category 2: The Leader’s Role in Creating Value through a Hospital Merger 

The leader of a hospital merger is in a unique position to define and create value 

for stakeholders.  Value can be created through mergers, but barriers to integration such 

as culture integration and the process of defining and creating value can make realizing 

the potential value proposition difficult.  Organizations can have different priorities and 

stakeholders may operate selfishly, trying to preserve their own best interests.  The chief 

executive may be able to pursue self-interest through a merger by satisfying ego, 

pursuing financial gain, or in the pursuit of creating a legacy.  Farling, Stone and Winston 

(1999) provide the context of a servant leader that works for others rather than in the 

pursuit of self-interest or ego.  Characteristics of vision, influence, credibility, trust, and 

service are all capabilities of servant leaders.  Narcissistic leaders as outlined by 

Rosenthal and Pittinsky (2006) approach opportunities using the lens of hubris, self-

aggrandizing, entitlement, and arrogance. Leaders that pursue a merger with the intent of 

creating value for others rather than self can create a sustaining culture for change. 

Culture can either help or inhibit the integration of two organizations that seek to 

merger. and a leader may select an integration strategy or framework, but not anticipate 

the challenges that are associated with a merger if strong cultures exist.  The leader has 

the responsibility for understanding the uniqueness of each organization’s culture to 

ensure there is a fit; to develop and communicate the return on investment for the merger; 

and to develop robust and frequent strategic communication to stakeholders. 

Theme 1: Organizational Culture 

Organizational culture can be a driver of value for merger integration.  Culture 

was initially undervalued by the chief executives as a key component of merger success. 
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Some of the executive leaders focused on the importance of the initial merger design 

process and focused on the transaction, but did not realize that the most challenging part 

of the merger was not the transaction, but rather the integration process.  The chief 

executives stated that the level of effort involved in the process of organizational 

integration far exceeded the work that went into structuring the transaction. P2 noted that 

the level of work effort and engagement increased significantly once the legal agreements 

were signed.  P2 said, “I was initially focused on the transaction and I left the actual 

integration work to a team, but I fortunately realized that I needed to be more involved in 

the integration of the organizations in order to create a new culture.”  Further, P2 said, 

“The really hard work is the integration of culture.”  P3 noted that he had to develop a 

personal plan to engage all stakeholder groups in order to realize the success of the 

merger.  P3 said, “I really had to develop and hold to a communication plan.  I felt that I 

was repeating myself, but I knew that I was reinforcing the message every time I said it.  

I had to make sure I was reaching a broad audience with the same message.”  P1 

identified that consistent and frequent communication to stakeholders was critical, 

saying, “I got so tired of hearing the same thing and I thought that everyone else was tired 

of hearing it too.  But, I realized that I was saying the same thing to different groups and 

reinforcing the messages, and was creating a strong communication network as a result.”  

P3 identified that he needed to develop a communication framework to reach all of his 

constituents.  P2 understood that culture was similar on the surface level, but was actually 

different in the interpretation of the organizational values.  P2 said, “We had similar 

missions and values, but it was how those values were acted upon that were different.  It 

took some time to see how the actions were different from the words.” 
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Culture can be taken for granted as something that is malleable and will evolve on 

its own. Often times it is under-appreciated.  In actuality, culture, if not created, defined, 

and communicated, will evolve on its own without leadership’s involvement in crafting 

the outcome.  Every organization has a culture and the leader either helps to shape and 

craft the culture or abdicates culture development to someone else.  By waiting passively 

for others to step forward and shape the culture, the leader is abdicating the 

developmental process, and the culture is created by other stakeholders.  The point is, 

regardless of whether a leader proactively crafts the culture, there will be a culture.  P4 

said, “I didn’t want to impact their culture and thought that over time they would become 

a more integrated entity on their own.  What actually happened was that their culture 

actually grew stronger, and it got to a point where I had to take make changes.”   

The role the leader assumes in developing the new culture is important.  P4 was 

challenged with waiting for a culture to integrate on its own, but encountered resistance 

to integration because there was no plan to build a new culture and employees were not 

willing to trade their strong culture for what they considered a weaker one.  P2 connected 

the culture of the organization to the individual by articulating a message around a 

calling, linking the faith-based culture to a plea for support of the integration process.  P2 

made the integration personal as an individual calling for members of the acquired 

organization to continue to exemplify the culture they had grown to appreciate. 

Theme 2: Return on Investment 

With the realization that minimal value has been created through mergers, only 

recently have leaders been forced to focus on creating value through mergers, and various 

governmental and regulatory agencies are becoming aware that past mergers have failed 
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to create value for stakeholders.  Leaders are being placed in challenging situations where 

they must articulate the value and return on investment that can be achieved through a 

merger prior to receiving approval for the merger.  Regulatory organizations are now 

imposing financial penalties for organizations when value targets are not achieved.  

Historically, a merger may have been undertaken to take advantage of the opportunity to 

exert incremental market pressure on suppliers, customers or health plans. P3 said, “The 

main driver of our mergers were to create essentiality in the market for the organization 

and to also position the organization as a viable entity for the future.”  P3 believed that a 

combined entity stood a far greater chance of success in contracting with health plans if 

they had larger geographic coverage, scale and size.   

Organizations such as those led by the chief executives that were interviewed 

during this dissertation have created scalable shared services organizations that can 

provide immediate value to acquired organizations. These structures can provide services 

that an independent organization could not afford on their own or that may be too 

complex or sophisticated to individually develop.  Value in this case would be the ability 

to offer an otherwise costly service at a lower cost, or providing the services internally 

and integrating into existing  systems and processes as compared to acquiring the service 

through an outside vendor. 

The chief executives agreed that there is greater focus now on how organizations 

can aggregate or integrate to create value through quality, efficiency, economies of scale, 

vertical integration, and geographic service delivery in order to reduce costs, increase 

services, or improve clinical quality.  A clear definition of value also allows 

organizations to communicate more effectively with their stakeholders about how the 
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merger will have a personal impact on constituencies. P1 discussed how there has to be a 

connection between the vision and the personal, so that each stakeholder understands that 

they have a role to play as well as a level of accountability during a merger. P5 discussed 

the “what” and the “why” as the most important parts of the message to stakeholders. P3 

discussed about how the repetition of the message to stakeholders was critical to 

emphasize that the market was changing and the organization would need to reposition 

itself to be successful in the future.  P5 made efforts to become integrated into the 

acquired organization’s community and culture. 

A personal and individualistic vision for value can be created by the leader for 

stakeholders. P4 stated “Each stakeholder group may need a slightly different definition 

of the value equation.  One approach may not always be the best.”  The vision can 

include a connection between the value a merger would create for an individual or group 

and how the value message could be personalized. P2 invested in culture development, 

and discussed creating a calling for each constituent group that they would understand 

and embrace. What appears to be successful from the interviews is a full deployment of 

engaged senior leaders who can connect with impacted constituents, creating an open 

dialogue with discussions about how the organization can and will operate in the future. 

P4 said, “I took it upon myself to connect with all employees, and to build trust.  I knew 

that the employees needed to know us in order to trust us.”   

Best practices approaches were presented by all of the five interview subjects, and 

these included large town hall meetings, emails, patient stories, employee surveys, patient 

surveys, and web presentations.  Hosted dinners, lunches and breakfasts were held as well 

when there was difficulty in getting an audience with stakeholders.  Executives even had 
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focused one-on-one coffee meetings if there was a key constituent with a schedule that 

was difficult. P1 said, “I was willing to go anywhere, at any time to make sure I got the 

message out.” 

Theme 3. Strategic Communication   

Leaders should be able to articulate the value gap that exists and how a potential 

merger can help to fill a gap.  Lowering the organization’s overall cost structure can serve 

as a driver of merger integration.  In two of the five organizations, the leader developed 

strong shared service models that were offered as a service to the acquired hospitals.  The 

partner committed to deliver services at agreed upon service levels of performance and at 

a lower cost to the acquired organization. According to P4 and P2, the acquired hospital 

leaders saw value from the shared services model because it immediately reduced service 

costs, and improved outcomes and levels of performance.  P4 said, “We knew we needed 

to have something that would create value for a partner.  We created a shared services 

organization to be able to provide valuable services immediately.”  The customers were 

able to purchase the service through the shared services model, or they could pursue an 

alternative contractual option if they could achieve a better outcome at a lower cost. This 

created an imperative for the shared services model to be relevant, value-oriented, and 

transparent for the acquired entity.  Both parties were proponents of the shared services 

model as a way in which to create value quickly through a merger. 

Category 3: Culture and Execution in Hospital Mergers 

A leader should be able to communicate why the merger can and will create value 

for each stakeholders group, and be able to develop a culture transformation plan to 

integrate the cultures of the existing organizations.  Creating a single governance model 
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that will have accountability for the merger, and aligning organizational objectives 

through a group of senior leaders who will drive the merger integration will help to create 

a focus on creating value through a merger.  The leader has the responsibility for 

providing perspective to the merger in terms of timing and effectiveness and for 

executing the merger plan efficiently and timely.   

Theme 1. Perspective Taking  

Organizations that do not approach the culture elements of the merger effectively 

risk facing resistance from employees through reduced engagement, effectiveness, and 

productivity (Marcoulides & Heck, 1993).  For P4, culture integration and the creation of 

a new culture took longer than expected and was more difficult than expected. There was 

resistance from merging organizations to eliminating or walking away from elements of 

their culture. P4 stated that in one of his mergers, the senior leadership team allowed the 

local culture to overpower the acquiring organization's culture because they passively 

allowed the old culture to exist and did not push for the development of a new culture. P4 

also said that he did not want to smother the existing culture and wanted to be respectful, 

but admitted that he clearly did not anticipate that the culture of the acquired organization 

would be so strong, and that there would be such a culture clash.  He also did not 

anticipate that collaboration and integration between the organizations would take so long 

to achieve results and that the culture clash would delay organizational results.  A leader 

should take the time to thoughtfully assess the merger to understand the areas of potential 

resistance that may arise when the integration process is initiated. 

A consequence and complication from not conducting a pre-merger assessment 

can be a gap in knowledge of the level of fit between organizations, and lack of clarity as 
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to the level of difficulty associated with the integration process.  P4 admittedly said, 

“Without the pre-merger culture assessment, I was unaware of the level of resistance that 

would be encountered during the integration process, and I did not understand the critical 

need to engage the senior leaders proactively.”  P4 approached culture development 

passively, rather than actively engaging to build a new culture between the two 

organizations.  P3 developed an organizational engagement plan toward the acquired 

organization, and used a proactive and aggressive approach toward shaping and steering 

the two organizations toward a common culture.  P3 pushed to develop trust and 

transparency at all levels within the acquired organization, and said, “I wanted to make 

sure I met with everyone so I could have a dialogue with them and build trust.” 

Theme 2. Execution 

Accountability for change and awareness of cultural integration both reside at the 

senior leader level. Culture is key to successful integration of a merger and the long-term 

viability of the merged organization. Culture integration skills do not appear to be an area 

of expertise among hospital leaders, and as a result, the learning curve is very steep.  The 

chief executives admitted that during a merger, they felt more comfortable with the 

operational and financial aspects of the merger. P2 said, “I knew culture was important, 

but I now realize that culture is critical to the success of a merger.”  The chief executives 

had more comfort with the hard skills of operations and financial management, but lacked 

the soft skills of culture integration as these skills are not routinely emphasized in post-

graduate programs or formal education and training. There is a relatively small number of 

hospital leaders who have been through a merger and have merger experience and 

therefore do not have clarity on key processes and structures for post-merger integration 
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success.  The chief executives that were interviewed were concerned when they led 

mergers that they lacked the experience in a high-stakes situations. Due to the low 

frequency of mergers, the vast majority of hospital executive teams had never been 

through a merger, nor did they have success with the merger which may have added to 

the variation in outcomes. 

Senior leaders can set expectations on what behavior is and will be accepted, and 

the leader can hold individuals accountable for behavior and performance. Leaders who 

undervalue culture, or believe culture will simply evolve organically are abdicating the 

formation of the new culture to others.  The evolving culture may not be aligned with the 

priorities of the new organization. It is important to note that each organization has a 

culture.  The question is whether the culture is developed through a purposeful plan or if 

the culture is created through the behavior and influence of others who may have their 

own interests in mind. 

In the case of P4, the lack of accountability at the organization’s senior-level 

allowed an aberrant and unaligned culture to persist.  According to P4, this passivity 

reached a visible level recently, and the system leader has finally had to address it. The 

reflection of P4 indicated that the behavior should never be tolerated for as long as it has, 

and that clear expectations of the site leader team should have been set earlier.  P4 said, 

“I was hoping the organization would come on board, but in fact, their culture just grew 

stronger.”  The leader identified that a culture plan should have been created rather than 

letting the culture remain and develop on its own. Accountability for culture and 

alignment are both critical leadership elements in the realization of value through a 

merger. 
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Analysis and Synthesis of Findings 

 The relative low frequency of historical mergers in the health care industry 

(Dickson Goodman Hughes, 2013) and lack of direct chief executive merger experience 

may contribute to the inconsistency in harnessing the power of culture with a merger.  

The lack of awareness and the act of undervaluing the impact of culture may result in 

conflict and could be a reason for the high variation in outcomes and value creation 

during a merger.  As a result of declining reimbursement and the need to reduce costs, 

hospitals are seeking out opportunities to develop partnerships.  Kaufman Hall 

(Minemeyer, 2018) identified that hospital mergers increased 13% in 2017 to 115 

transactions, eclipsing historical merger rates that averaged 41 mergers per year (Dickson 

Goodman Hughes, 2013). 

 Contributing to the challenges of culture is the merger model that is employed by 

leadership to integrate the organizations.  The acquisition model, when one entity is 

acquired and integrated into the organizational structure of the acquiring organization, 

can create difficulty for employees to accept and adapt to change.  Alternatively, a 

merger of equals with the creation of a new entity may be less traumatic for employees 

when portions of each organizational culture are retained and migrated to the new entity, 

and the cultural components of each entity have a chance of surviving post-merger.  The 

interviews revealed difficulty in integrating strong cultures when although the words that 

were contained within the mission, vision, and value statements appeared similar, the 

actions, behavior, and operating standards were vastly different.  Faith-based 

organizations with strong cultures in particular were identified as a challenge to integrate, 

especially when the organization was built upon a core mission or values that may have 
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existed for hundreds of years.  In organizations where there is an extremely strong 

mission and a long history of living the mission, there may be greater resistance to culture 

change and therefore greater difficulty implementing a merger.  The leader’s ability to 

delicately balance maintaining critical components of the old culture with the evolution 

of a new culture appears to be a critical success factor in both an integration and 

acquisition merger model.  Leaders should possess an awareness and recognition of 

cultural enablers and barriers to the hospital merger. 

 Governance and leadership accountability were also identified as key themes 

around organizational structure that can support or inhibit the integration of merging 

entities.  Eliminating individual boards and creating a single governance model provides 

organizational alignment and reduces potential conflict between local and system 

priorities.  Site based boards were eliminated by the chief executives to ensure the merger 

was not undermined when priorities of the system differed from those of the individual 

hospitals.  In a few cases, the chief executives recounted the difficulty they had in 

aligning toward a single organization when there were local boards that continued to 

pursue their own interests.  In similar fashion, executive leadership can be consolidated to 

a single identified individual who is accountable for the success of the merger and this 

individual should report directly to a single governing board.  Finally, a best practice 

appears to be the creation of cross-organizational teams that provide structure in the 

integration process.  According to the interview subjects, these teams should report to a 

cross-organizational merger implementation team that is accountable for the merger’s 

success.   
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Summary 

The research process revealed consistencies and inconsistencies among merger 

approaches, process and structures utilized by chief executives who had considerable 

experience with over 25 hospital or health system mergers during their professional 

career.  In the majority of cases, the chief executives did not appreciate the power of 

culture until they were confronted with resistance to change or integration challenges 

after the merger process had been initiated.  For those chief executives who had been 

responsible for multiple mergers, there was an awakening that took place as they realized 

that culture could not be taken for granted, and was a core component of success through 

a merger.  Culture cannot be undervalued, and the leader needs to proactively assess and 

account for fit early on in the merger process.  Those chief executives who had been 

significantly impacted by culture clash (Van den Steen, 2010), or employee resistance 

understood the need to institute a go-no-go decision point prior to the implementation of 

the merger which could prevent failure if there is cultural conflict between the two 

organizations. 
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CHAPTER FIVE: CONCLUSIONS AND RECOMMENDATIONS 

Introduction 

Hospital mergers have the potential of creating value for stakeholders by reducing 

operating costs, improving coordination of care for patients, reduced pricing, and 

improving clinical quality through consolidation (Jacobs, Mannion, Harrison, Konteh, & 

Walsh, 2013).  Prior research conducted on hospital mergers has mainly analyzed 

retrospective financial and market-based results to identify whether value was created 

through mergers.  There have been only a handful of studies that have evaluated the 

merger planning and organizational integration opportunities that may create value 

through mergers or the ways in which merger implementation structures can improve the 

chances of creating and sustaining levels of improvement.  Cases of successful and 

unsuccessful hospital mergers can be used to inform hospitals and stakeholders about the 

potential for creating value through a hospital merger.  Leadership skills, change 

management, strategic planning, and merger plan execution strategies appear to play a 

part in the successful culture transformation and change processes of hospital mergers, 

and effective planning and integration strategies may play a large part in sustaining value 

creation in hospital mergers (Schraeder & Self, 2003).   

There is currently no existing industry framework for assessing, monitoring, and 

creating accountability for value creation through hospital mergers – taking the form of 

lower operating costs or prices – to ensure that value is created on behalf of critical 

stakeholders (Applebaum, Gandell, Yortis, Proper & Jobin, 2000).  Public agencies have 

not historically imposed potential fines or conditions of performance, but recently several 

governmental agencies have begun to impose financial objectives related to the merger.  
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The high failure rate of mergers, inconsistency in outcomes, high variation in 

performance, and gaps in realizing value beyond the historical community benefit 

standards for stakeholders all contribute to the need for greater consistency and 

predictability for creating value through a hospital merger (Marks & Mirvis, 2011).  A 

merger planning and implementation framework that could provide a step-by-step 

process for leaders to follow and is developed from the actual leadership experiences of 

chief executives who have led through a merger could improve the chances of creating 

greater value for stakeholders through a hospital merger.   

Purpose of the Study 

The purpose of this dissertation was to assess the impact of leadership on hospital 

mergers and the value that is created for stakeholders.  This dissertation assesses prior 

research conducted in the area of value creation through health system mergers.  This 

dissertation compares and contrasts differences in leadership styles, methods, and 

approaches demonstrated by five health system chief executives in the state of California 

to identify practices utilized for prospective merger planning, culture transformation and 

integration, change management, and merger execution.  

The outcome of this phenomenological dissertation in practice study is to assess the 

impact that culture transformation and change leadership play in the hospital merger 

process.  Emphasis will be placed on how a leader of a health system or hospital merger 

can utilize general culture integration and change management themes to be more 

effective in creating greater more value for stakeholders through the merger. 

 

 



THE ROLE OF LEADERSHIP IN HOSPITAL MERGERS 

 

71 

 

Aim of the Study 

The aim of this study is to create a leadership framework for navigating through 

the culture and change management dynamics of a hospital merger to create greater 

value.  The outcome will be the identification of the common experiences of health 

system and hospital executives with emphasis on the key processes, structures, cultural 

elements, merger enablers, and potential barriers that if understood and addressed, can 

improve the likelihood of success in creating value for stakeholders during a hospital 

merger. 

Proposed Solution 

Support for the Solution 

The health care industry is under tremendous pressure to achieve what Burwick, 

Nolan and Whittington (2008) identify as the triple aim of health care: quality, service 

and cost.  Healthcare leaders are challenged with increasing expectations from consumers 

and organized purchasers of health care services to create more value for their 

investment.  Hospital leaders are constantly evaluating ways in which to create greater 

value, and mergers and acquisitions present the opportunity for reducing costs, improving 

clinical quality and improving service for stakeholders.  The challenge posed by the 

merger process is that the merger implementation experience among leaders is limited.  

Leaders tend to focus on the operational and financial details of the transaction, and 

undervalue the impact of culture and change management on the merger process.   

The proposed solution, and the aim for this dissertation is to develop a framework 

that can be used by leaders of health care organizations that supports them in structuring 

a merger process from beginning to end that could possibly increase the likelihood for 
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merger success.  Various research organizations (Pautler, 2003) have identified that only 

a limited number of mergers actually succeed, and many failures are revealed in public 

spectacles where the leaders initially touted significant opportunities to create value.  For 

various reasons, mergers are terminated because of leadership’s inability to bring the two 

organizations together.  This dissertation provides a practical model based on actual 

leadership experience that articulates a structure and process to undertake a hospital 

merger, and is based directly on the experience, recommendations, and insight of leaders.  

The merger framework is based upon feedback from leaders who have experienced a 

merger in the past, and is created for individuals and organizations that will lead through 

a merger in the future.   

Implementation of the Proposed Merger Process Framework 

 Literature was reviewed and interviews were conducted to develop best practice 

merger approaches and experiences to create a framework that can be utilized by leaders 

during a merger.  The merger process planning framework is comprised of eight steps 

that a leader can follow that will assist in increasing the probably of creating value 

through a hospital merger.   

Step One: Creating an Organizational Need for Change  

Creating an organizational need or reality for a merger is an essential first step. 

Educating constituents on the environmental and organizational current state and a vision 

of the need to evolve to a desired future state where the organization needs to remain 

competitive and financially viable in a challenging business climate are both vital in 

crafting a need or vision for change. Convincing individuals or organizations that there is 

a need to change when an organization has historically been successful in deploying its 
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competitive strategy can be a challenge. The challenge for visionary leaders within 

organizations is to promote the concept of significant change when change is not 

required; especially when the change is disruptive to the organization or may have an 

impact on the leader personally or the governance model of the organization. 

In the case of a hospital merger, organizations may have influential histories and 

legacies that are part of the organization’s culture.  An organization may have a strong 

historical connection to communities, constituents, and employers in a market. Each of 

these knowledge gaps can create strong influence during a merger.  Board members have 

developed authority, and in some cases, individuals are elected by constituents to serve 

on a health system board. Hospitals are usually large employers and can be an economic 

driver for the community in which they operate. Physicians may have worked their entire 

careers to build a practice in a community, and may also personally invest their time in a 

hospital to ensure that quality care is provided. Unions may represent employees at the 

hospital, and their very existence and economical business model depends on the 

existence of the hospital. All of these nuances create a leadership challenge when 

resistance to change is encountered from broad stakeholder groups who may have a 

personal vested interest in maintaining the status quo. 

The complexity of communicating the need for a merger, and articulating the 

reasons why a merger may make sense, creates a unique challenge for a leader. The 

leader should create a vision for organizational change and define why the existing 

structure or organizational capacity of the organization is incapable of achieving desired 

outcomes and organizational goals.   The leader has the responsibility of communicating 

how potential partners could help the organization to achieve its desired future state. A 
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leader's role is to craft messages and reasons for crucial constituent groups – the board, 

community physicians, employees, local employers, unions, and government - that are 

easily understood and provide clarity as to why the merger is required to create value for 

each of these stakeholder groups. The message should include what is required for 

success; the value that can potentially be created through a merger; and reflect clear non-

negotiable elements of a merger that should remain culturally relevant to the 

organization's future state model. For purposes of this dissertation, I will refer to the 

difference between the current state and desired future state of value creation as the value 

gap. 

Step Two: Expression of Interest and Evaluation of Potential Partners 

Based on the decisions that were made in the previous step, the organization 

should develop a formal process to engage organizations in potential partnership 

discussions. Organizations can either target an entity to begin initial discussions where 

there is cultural fit potential, or it can enter into a request for information (RFI) or 

proposal (RFP) process. Both of these processes allow the organization to assess the 

interest and capability of outside organizations to enter into a partnering relationship. The 

RFI and RFP processes allow the organization that is seeking a partner the opportunity to 

articulate the organizational priorities and value gaps it is seeking to fill through a 

partnering relationship. 

Once intent is expressed by a potential partner, the organization should assess the 

partnering organization for a cultural fit. As long as the organization is meeting its 

financial obligations, the organization does control its partnership destiny and can freely 

select with whom it will enter into confidential partnership discussions.   Extensive work 
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should be undertaken to assess whether the strategic and cultural dynamics of both 

organizations would possibly make a combination viable. The evaluation process should 

be conducted under strict confidentiality provisions to avoid complicating the process 

with unnecessary outside influences too early on in the partnering process. 

Step Three: Creation of the Value Concept 

Once the responses to the RFI/RFP documents are received, the organization 

should evaluate the proposals against the value gap that was identified by the 

organization seeking a partner. For example, if the organization believes that to be 

successful in its future state, it must reduce its operating costs by 20% to remain viable, it 

must assess whether it is capable of achieving this critical goal on its own.  A value gap is 

identified when the organization identifies that it does not possess the skills or knowledge 

to accomplish a goal on its own, due to its limited size, financial resources, or 

organizational expertise.   

Once the gap is identified, the organization should then assess how a potential 

partner could assist in achieving the value creation and filling the value gap. Critical 

questions could be posed to assess how the value gap will be filled and what will be the 

catalyst for change.  For example, if an organization does not has an inadequate number 

of physicians in the community to develop the network a physician delivery network, the 

partner may be able to assist in developing a network. Where clinical quality is identified 

as a value gap, a partnering organization could provide the resources or expertise to fill 

the gap. A leader should be able to articulate how a partner could assist with filling the 

value gap and create value through a merger.    Value creation and vision clarity are both 

factors that are attributed to successful mergers and acquisitions (Halstenston & McLean, 
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2007)  An important additional step is for the organization to identify the timing, 

investment, and organizational support structure required to achieve the future state 

vision for value creation. 

Step Four: Independent Evaluation of Corporate Culture 

While most of the interview subjects confirmed that some form of culture 

assessment was completed, in all cases the assessment was done internally and did not 

reveal the fundamental conflicting differences in culture between organizations. The 

culture assessments did not reveal core or fundamental differences in how the mission 

was achieved; how the values were lived; and how behavior was modeled or accepted. 

According to the chief executives, the process did not evaluate how the values were 

carried out and whether the actions were consistent or inconsistent with the organization's 

mission, values or beliefs. The minimal depth and breadth of the culture assessment did 

not reveal areas of potential conflict but instead focused on how the organizational 

cultures were similar. The chief executives emphasized that understanding potential areas 

of cultural discourse is critical as these pose significant challenges to implementing a 

successful merger.  In several cases, the chief executives stated that an understanding of 

how the organization behaved, accepted, or tolerated behaviors that conflicted with 

unwritten culture would have been insightful in identifying cultural barriers to 

integration.   

The chief executives that were interviewed highly recommended that any 

organization that is seeking to merge with another potential partner should conduct a pre-

partnership culture assessment.  This assessment should be conducted by an independent 

organization and report the findings to both organizations, and specifically to the senior 
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leadership team and board that is accountable for the merger. The assessment should 

include all elements of the organizational culture and must be brutally honest, seeking 

both fit and disconnects that will create discourse. The process should seek to uncover 

resistance to the merger, aberrant behavior, toxic individuals or groups, sacred elements, 

and core emotional or value-related elements that are connected to each organization’s 

culture. These results should be shared with both organizations so that a clear 

understanding of fit is available and that any challenges to integrating the cultures can be 

revealed and proactively addressed. 

An additional consideration for leaders to consider is the selection of the 

integration model: an acquisition or integration merger model.  An acquisition model 

would be considered a combination transaction where one organization purchases the 

other, and ultimately assumes all legal obligations for the organization.  An integration 

model would be considered a combination of the two entities and the possible formation 

of a new entity that could take on the characteristics of both of the integrated entities.  

Although the process of merging may not raise initial concerns, a review of both 

literature and interview results reveal that how the merger is implemented can be 

radically different regarding the impact to organizational culture. A merger of equals may 

be perceived as a democratic process with equal input provided by both parties on all 

future decisions. An acquisition brings to the surface issues where there may be a 

majority and a minority party and ultimate control may reside with the majority party. A 

leadership challenge exists in creating a new culture by integrating the existing 

organizational cultures and subsequently creating a new culture through the merger.  The 

painful process of integrating an acquired organization’s culture into the other is trying, 
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but essential to appreciate in advance so the leader can articulate the potential value to 

stakeholders during the merger communication process.   

The governance and operating model will also have an impact on the integration 

process as well. If one of the organizations acquires the other, maintains its existing 

identity, and rolls up the acquired organization into its obligated financial group without 

clear communication of the expected outcome, these actions can have serious 

implications to organizational culture. Resistance to this process can hinder the progress 

of the organizational combination. The interviews with the chief executives revealed 

significant cultural differences between a merger of equals and an acquisition transaction.  

These differences could have severe consequences on the success of a merger.  Although 

the differences between acquisition and integration merger models has been presented, 

the impact of the difference has not been researched in detail in this dissertation.  The 

concept of comparing the cultural implications of one model against the other does 

present an opportunity for subsequent leadership research to identify the differences and 

implications between a merger and acquisition and the implications to culture. 

Step Five: Assessment of Culture as a “Go-No Go” Reflection Point 

Before deciding to proceed with the merger, the chief executives recommended 

that both parties individually and collectively evaluate whether to proceed with the 

merger based on the feedback provided through the culture assessment process. This 

validation should occur at an early stage and include an explicit discussion related to 

organizational fit and identification of any significant barriers that arise with continuing a 

partnership relationship.  Additionally, the organization that is seeking a partner should 

assess the likely integration model – a merger of equals or acquisition - that will 
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ultimately be implemented and include a reflection on how it will manage organizational 

resistance through this process. If there is a high likelihood that the organization will be 

acquired, the decision-makers and governing body should determine if the partnering 

organization’s culture will be acceptable as the acquiring organization will likely take a 

majority role and have culture dominance. At this point, the assessment should be clear 

and direct – will the organization fit into the other organization's culture? Is this 

acceptable to the organization being acquired? Conversely, if the organizations will 

merge and develop a new entity as equals, it is important to note where there may also be 

difficulties in creating a new culture. Either way, the governance model of each party 

should perform a detailed assessment of the potential integration model and assess the 

cultural implications that are associated with the organizational model. 

Step Six: Development of a Merger and/or Acquisition Plan 

Based on the integration model the merger will most likely utilize - acquisition or 

integration - a merger plan can be developed to capture the essence of the future value 

state for both organizations to fill the value gap. The chief executives identified two 

components of the merger plan that should be developed immediately after the parties 

agree to proceed: governance model and leadership structure.  The recommendation was 

that in order to create a successful foundation for both organizations, a single governance 

model could provide greater oversight of the merger process and the future combined 

organization. In the case of the chief executives who were interviewed, this process 

required two significant changes. The first change P1 recommended would be the 

dissolution of each organization’s board and the development of a new combined board. 

The second step would be to appoint a single leader who is responsible for the newly 
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merged entity.  This appears to work well during the merger of equals and where a new 

organization is formed.  

A leader may also evaluate the development of local community advisory 

structures as in the case of P4, but a concern that may arise in implementing this model 

would be misalignment between local and system priorities. If a local advisory board is 

implemented at the site level, it should be clearly stated that this is an advisory role only 

and that there is no power, control, or unilateral decision-making allowed within this 

structure.  This specification is critical to the success of the newly merged entity.  All 

significant governance issues, financial decisions and operational conclusions should be 

addressed at the broader system level to ensure alignment, and not have any deviation at 

the local level. Challenges occur with this model when the board governance roles are not 

defined, and the pre-merger board – even if retained in an advisory fashion - may revert 

to seeking control of decisions at the local level. 

When there is a majority and a minority party in an acquisition transaction and the 

primary financial stewardship role is retained by one of the organizations, P1 and P4 

stated that a member of the board of the acquired entity could remain in place to continue 

to provide oversight for the new entity. Board members from the minority party may be 

added to the existing board if negotiated in the legal agreements. Again, the board 

structure should align with the merger model - acquisition or integration - and clear 

expectations around governance and control should be evaluated, discussed, and 

documented as part of the merger planning process. 

In addition to the development of a board governance structure that is reflective of 

the merger model, the chief executives recommended that there is a single accountable 
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leader and identified leadership structure to provide oversight and accountability for the 

merger process. During the interviews, P2 identified that having an explicit leadership 

accountability model was extremely helpful in the acquisition process.  When critical 

decisions need to be made, there is only one voice making the decision, with 

corresponding clear and definitive plans for implementation. The single leadership and 

accountability structure is supported by a single board governance structure to which the 

leader is accountable. P1 dissolved all local boards and was identified as the leader for 

the acquisition early on in the merger, thus creating one voice for the implementation of 

the integration plan.  This avoided challenges related to alignment and communication of 

merger plan priorities. P2 stated that the board was aware of too many dysfunctional 

merger organizational leadership structures where co-leaders were identified due to 

political reasons, and made the decision to select one leader to avoid challenges related to 

organizational strategy and decision-making. 

A clear understanding of the merger model, a single board governance model, and 

a single accountable leader for the merger will build the framework for the post-merger 

organization.  This alignment will allow for the creation of a new mission, vision, and 

values of the organization.  This alignment will also provide the framework for achieving 

value creation from and through the merged entity. Value creation communication should 

be transparent, and include the why of the merger - why the merger was undertaken? The 

how of the merger - how value will be created? And the who of the merger - who will 

have accountability for the merger as well as who will benefit from the work of value 

creation?.  
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The culture plan should also include how the organization will represent itself and 

how it will operate in the future.  For example, if the vision of the organization is to 

create a regional operating structure, horizontal integration, or regional constructs, a 

communication plan should be developed and include a high-level strategy and 

framework for connecting the value equation for both internal and external stakeholders. 

The plan should also include a reflection on barriers to integration that may include gaps 

in accountability, alignment, or timing. 

Step Seven: Creating Stakeholder Engagement and Integration Oversight 

Structures 

All of the chief executives that were interviewed identified the importance of 

developing a stakeholder engagement and oversight structure to create a path toward 

merger success. Several chief executives created a combined senior leader merger 

oversight structure that assumed personal accountability for the merger.  The senior 

leadership team approved and tracked all the integration initiatives through 

implementation. These structures had accountability for monitoring the success of the 

integration effort as compared to the plan and responsibility for eliminating barriers to 

implementation. In addition to the senior leader oversight structures, value integration 

teams (VIT) were implemented to perform the integration work. The VIT structures were 

comprised of individuals from each organization and had the responsibility for creating 

the new processes and structures for the evolving organization. The VIT structures 

reported directly to the senior leadership oversight team, and all integration activities and 

initiatives were approved by the senior leadership oversight team before implementation. 
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Alignment at all levels will be important as the merger plan is implemented.  

Upon initiation of the merger, a communication plan execution process should be 

developed to target communication to key external stakeholders and drive employee 

engagement and trust.  Halstenston and McLean (2007) suggest that leaders should build 

trust and develop relationships early on in the merger.  A leader should also be able to 

articulate a clear vision to stakeholders with sensitivity to the culture of each entity. This 

plan should build upon the high-level initial communication plan but will be more 

detailed as to whom will communicate; how the communication will occur; what 

communication methods or pathways will be utilized; and when communication will be 

released. The communication plan should be linked to crucial steps and process elements 

of the merger with an articulated timeline to support the advancement of the strategy. 

Step Eight: Identification/Implementation of “Quick Wins” and Periodic Review 

Bert, MacDonald and Herd (2003) propose that there needs to be a sense of 

urgency for creating value through mergers, and note that organizations that merge have 

only two years to achieve synergies before opportunity windows are closed.  The 

researchers identified execution and focus as two key differentiating characteristics of 

merger success and achieving early wins positions the organization for success.  Kotter 

(2007) and Kantor, Stein and Jick (1992) recommend that merger change initiatives need 

early wins that demonstrate success to build momentum, excitement, and commitment to 

the change effort. The leaders of a merger should identify early successes and be able to 

articulate the deployment of the integration activities to create early stage value creation. 

The communication plan should also take into account the need for early wins, and build 

a mechanism to communicate all early stage successes. 



THE ROLE OF LEADERSHIP IN HOSPITAL MERGERS 

 

84 

 

Additionally, all members of the merger integration team should participate in 

routine, periodic reviews of performance related to agreed-upon timelines and value 

creation associated with the merger plan.  This review should focus on identifying areas 

that are proceeding well, and identification of barriers and areas where efforts have 

stalled.  These periodic reflections should assess areas of challenge or barriers that exist 

that are impacting or may have the ability to impact future integration efforts and the 

creation of value.  Choi, Holmberg, Lowstedt and Brommels (2010) identified that during 

the first few years of merger integration there is greater focus on achieving results, but 

that organizational momentum declines thereafter.  Bergamin and Braun (2017) identify 

that organizations that have a strong implementation process built upon solid strategies 

will have a higher likelihood for success.  Implementing quick wins is important, as is 

having components and strategy to sustain the change. 

Applications to Professional Practice 

The primary objective of this study was to develop an understanding of how 

hospital leaders address the cultural and change management challenges during mergers 

with a focus on creating value. Change management processes have been identified as 

enablers to cultural development and the acculturation process (Elsass & Veiga, 1994). 

Leaders who have the responsibility of implementing change initiatives during the 

integration process of a merger should have an awareness of how the entities will respond 

or react to change. Additionally, leaders should also be cognizant of the cultural 

dynamics of each organization and how the merger process will work with - or against - 

the existing culture of each organization. Leadership's recognition of the importance of 

culture, the ability to introduce change within the context of culture, and the capability to 
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apply appropriate methods, processes, and structures to initiate and execute a merger will 

create a solid foundation for developing value through a merger. 

The findings revealed that there is variation in leadership practice during hospital 

mergers, and opportunities for organizations and leaders, and an opportunity to provide 

leaders with a standardized framework or approach for initiating and implementing a 

merger which can assist in creating greater value for stakeholders. There has been 

considerable research that demonstrates the relatively high variation in outcomes from a 

hospital merger (Calipha, Tarba & Brock, 2010), and the increasing lack of trust among 

stakeholders that a hospital merger will create value as compared to increasing costs. In a 

recent move, both the Treasurer and Attorney General of North Carolina have made 

direct requests for information from two health systems in North Carolina for information 

on the merger (Roberts, 2018) to understand the value that would be created.  

Additionally, the Treasurer of North Carolina preliminarily imposed a $1 billion bond to 

ensure that value is created from the merger (Roberts, 2018). The article stated that the 

bond was being required due to the relatively low confidence that the Treasurer had that 

value would be created from the merger and the required bond would force the 

organizations to create value or be subjected to a financial penalty.  

In California, the Attorney General had imposed broad performance conditions on 

two health systems that were seeking to merge with the intention of forcing value to be 

created as a condition for approval. Specifically, the Attorney General required that the 

organizations fund a $30 million investment in mental health care in California over three 

years to address depression, addiction, and homelessness (Perkes, 2017).  Both of these 

situations present a challenge for the future of mergers.  Past lackluster performance of 
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healthcare organizations in creating value for stakeholders has been far below 

expectations, and as a result, individuals in positions of authority are imposing 

expectations for performance.  Governmental regulators are concerned with the 

aggregation of power and the negative impact on purchasers and are not going to 

continue to accept sub-par performance for merging entities. 

Given the changing dynamics for greater accountability and post-merger 

performance, leaders will need to create a more structured, consistent, and reliable 

process for post-merger integration to pursue the creation of value. Creating clear value 

from a merger, and the ability to articulate the value prospectively to stakeholders will be 

critical in any merger in the future.  Variation in outcomes may not be tolerated, and 

governing bodies may impose financial penalties when value is not created. The merger 

process framework that has been developed through this research study creates a 

consistent approach to merger planning and implementation and can increase the 

likelihood of implementing value through a merger. The eight steps contained within the 

framework are based upon current research literature, culture and change management 

practices and the actual lived experiences of five chief executive leaders of healthcare 

organizations who have been through mergers. In total, the chief executives provided 

context from 25 mergers during the interview process. 

If followed, the eight-step framework may reduce variation in leadership practice 

that is involved with hospital mergers. The evidence is fairly clear, culture is often the 

unrecognized barrier to integration, and inadequate focus on cultural transformation has 

created gaps in the development of value through hospital mergers. The eight-step 

framework provides a structured process for leaders to utilize that will focus on critical 
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elements that will support a cultural transformation and reduce the barriers that change 

management has on value creation. As Kotter (2007) noted, change management 

processes should be followed in order and not selectively, as this has an impact on how 

each step builds the framework for change.  The merger approach framework should be 

followed as closely as possible. 

Implications for Future Research 

There has been substantial qualitative research data and quantitative analyses 

conducted on the financial results of hospital mergers. The research indicates that in the 

aggregate, minimal value has been created for stakeholders through hospital mergers; 

what has been created has taken far too long; and, what value that has been created is far 

less than what would be expected from stakeholders (Calipha, Tarba & Brock, 2010). The 

value does not appear to accrue to stakeholders in the form of pricing reductions, 

reductions in operating costs, or an improvement in quality.  This value gap has caused 

monitoring organizations in some states to demand results by imposing financial 

penalties if certain targets are not achieved. Subsequent research should be conducted to 

assess what value will be created in the future when health care organizations are held 

accountable for specific outcomes set by outside agencies as conditions of merger 

approval. This increased level of accountability and oversight may finally create 

translatable value for stakeholders. 

Another opportunity for additional study would be to assess the differences in 

how the integration of equals or an acquisition model merger can each have a unique 

impact on culture and change. The research indicated that organizations with strong 

cultures might have more difficulty in an acquisition model merger as compared to a 
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merger of equals. The differences may not be clear to the leaders when they are 

negotiating the transaction, but if the leader is aware of the difference and does not plan 

for the challenge, the success of the merger could be in jeopardy. This research study did 

not go into the similarities or differences between the two models, but further research 

should be conducted in this area and to provide future leaders with the knowledge and 

understanding of the need to prepare a post-merger plan that is reflective of these 

essential differences. 

Finally, a complex but relevant area of study that warrants further research is the 

ego component of leadership and a leader’s pursuit of a merger to satisfy a need for 

power, arrogance, self-worth or absorption.  The high failure rate of mergers could 

possibly be the result of a leader’s pursuit of bad merger deals to increase control or to 

prevent being acquired.  Another rationale for the high number of failures is a leader’s 

unwillingness to terminate a merger where there were cultural integration issues.  A 

leader may be narcissistic (Rosenthal & Pittinsky, 2006) and may use the merger as a 

way to gain greater control, influence and expand ego, all at the expense of the hospitals.  

Marks and Mirvis (2011) provide research on the merger mindset where leaders made 

poor decisions out of personal bias, self-interest, and lack of vision.  The researchers coin 

the term, “CEO ego” (p. 83) where a leader wants to build a bigger company or avoid 

being marginalized.  Marks and Mirvis (2011) point to a research study conducted where 

the researchers found that the bigger the CEO ego, the higher the premium paid for a 

target company.  Therefore, the leadership hubris and ego components should demand 

additional research to understand if merger success can be at least partially explained or 

correlated with the intensity of the leader’s ego.   
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Practical Implications for Stakeholders 

A leadership challenge that was revealed during the research phase of this 

dissertation was the role that internal and external stakeholders play in the success of the 

merger.  The leaders emphasized the need to specifically target stakeholders during 

merger planning, communication and execution phases.  The chief executives identified 

five stakeholder groups that needed to be accounted for in the design of the merger 

model: unions, physicians, employees, health plans, and regulatory/community agencies.  

Unions rely upon the membership dues that are paid by the employees they represent.  

Therefore, any merger that impacts the number of members, the way in which they are 

paid, or the viability of their representation will be aggressively targeted, especially if the 

acquiring organization is not organized or is represented by another union.  Physicians 

have built their professional careers within a community and many see any disruption of 

hospital ownership as a threat to their financial livelihood (Rothman, Schwartzbaum & 

McGrath, 1971).  Health plans will see any merger as a threat to continuity of care and 

competitive pricing.  Regulatory agencies and community organizations will question the 

value of the merger for their constituencies, the antitrust implications associated with 

increased market power, and the creation of a net benefit for society in general. 

Therefore, a careful plan for communicating purpose and execution priorities is important 

to the successful planning and implementation of a merger. 

Implications for Leadership Theory and Practice 

Historical annual rates of hospital mergers are far less than what is being 

experienced today (Minemeyer, 2018), and this creates a distinct leadership challenge.  

The challenge for leaders is that they may be educationally, socially or professionally 
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unprepared for these challenges as culture and change management topics are not 

emphasized in most post-graduate educational programs and are areas that are often left 

to psychologists or sociologists. Leaders tend to be more familiar with the financial and 

operational elements of organizational change and can execute on business strategies to 

create value for the organizations they lead. In the absence of education, experience, and 

awareness, leaders may continue to experience failure in major transformative initiatives 

because they lack the knowledge of how to address culture integration and organizational 

change. As the research revealed, the hard work for the leaders starts when the 

transaction is executed, and this point is precisely where the leaders need to elevate their 

involvement and communication to create value. Individuals who stopped their efforts 

when the merger documents were signed and handed over the implementation work to 

others paid a price. Each of the leaders communicated that they needed to continue to be 

deeply involved in communication and engaging with stakeholders throughout the 

stakeholder process.  

Culture awareness is more profound than just understanding the mission, vision, 

or values of the organization. What is often written on paper may have the appearance of 

being similar, but the words can be lived out quite differently. The chief executives 

realized that they did not fully appreciate the differences and how each of the 

organizations carried out their operational strategy. The difference was not what was 

done; it was how the work was carried out that was different. Leaders have the 

responsibility to drive organizational accountability as broad as possible to create an 

urgency for results. Integration change teams can be developed to create new standard 

work for the merged entity. The new standard work is approved and owned by the senior 
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leadership team with clear, measurable outcomes.  The social component of the merger 

also appears to be a critical link toward engagement and culture transformation.  

Training, planning and other cross-organizational efforts can create the structure for a 

new culture (Larsson & Lubatkin, 2001). 

Summary Conclusions Impacting Value Creation 

In an effort to respond to declining reimbursement and the need for higher cost 

efficiency, healthcare organizations are evaluating the opportunities to merge. Increased 

reporting requirements, improved service levels, and lower operating costs all can be 

desired outcomes, and the challenges of taking on initiatives in each of these three areas 

of the triple aim (Burwick, Nolan & Whittington, 2008) are becoming extremely 

challenging. The reality is becoming clear - to achieve high levels of performance, an 

organization will possibly have to make infrastructure investments to pursue greater 

value and larger organizations are in a better position to be able to spread the incremental 

costs over a broader revenue base.  Centralizing high cost, fixed services can be a way to 

reduce overall costs and can improve the service levels. 

Challenges with Defining Value Creation 

 

As organizations seek partnerships through merger models at relatively higher 

rates as compared to the past, the leadership challenge is that the success rate of mergers 

has not increased over time, and minimal value has been created through mergers.  In a 

report published by the Robert Wood Johnson Foundation (Vogt & Town, 2006), the 

organization identified that hospital mergers increased prices by 10% and had no 

significant improvement in clinical quality. The recent announcement of several large-

scale mergers of health organizations appear to be disruptive innovators but may lack a 
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clear strategy to create value for stakeholders. The gap in historical value creation has 

also forced regulatory agencies to be more directive as to how value from mergers will be 

generated.  Regulatory and governmental agencies are creating conditions for merger 

approval and imposing fines for any gaps in value creation performance. 

Value creation is subjective, and the definition of value itself can vary widely 

between stakeholder groups (Hall & Davis, 2007). A complexity that exists in the 

healthcare industry is the number of stakeholder groups that exist and how each 

constituency can have strong influence on the performance of a hospital and whether it is 

considered successful.  The dynamic of multiple stakeholders with contrasting 

perspectives or expectation for value creation is a leadership challenge. Hendrickson 

(2003) notes that developing an early-stage plan with merger priorities that includes the 

potential for creating financial value starts with an understanding of the potential value 

contribution of each business segment, the potential for financial synergies, the 

challenges associated with implementing the strategies, and a clear integration platform 

to leverage scale opportunities to maximize the speed of integration are all important 

components to creating value through a merger. Value creation theory does not evaluate 

the role of stakeholders in the definition of value, only the challenges with defining the 

concept. Mergers that do not take into account the role and influence of the stakeholder in 

defining value through a merger may face challenges and barriers during implementation. 

Meyer (2008) provides research indicating that stakeholders have failed to benefit 

from mergers. The researcher analyzed what was referred to as stakeholder “value 

leakage” (p.198) which was the “dissipation of the potential value of combining, or the 

negative impact of the act of acquiring” (p. 198). Meyer (2008) provides examples of 
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leakage through the merger process, pointing to gaps in vision, engaged teams, 

governance models, organizational misalignment, excess autonomy, and execution 

strategy as key reasons for value leakage. 

Harrison and Wicks (2013) assessed value creation from the stakeholder's 

perspective and identified ways to measure value creation. The researchers assessed the 

concept of value in terms of exchange value, costs, labor, and production from the 

perspective of worth and cost to the stakeholder. The leadership challenge is that there is 

often competition between stakeholders in each constituency looking for a larger piece of 

the organizational pie. Harrison and Wicks (2013) also point to the challenge of defining 

value for stakeholders; that value is intrinsic or extrinsic in nature; and, the definition of 

value can be objective and subjective. When multiple stakeholder groups are present and 

impacted through merger, consideration should be given for each constituency so that 

value equations can represent the benefit or utility that will be created for each 

constituency through a merger.  The leader should be aware that a single message on 

value creation may not be adequate, and that the merger plan should include specific 

drivers of value for each stakeholder group (Harrison & Wicks, 2013). Harrison and 

Wicks (2013) also points to the issue that most researchers begin their research with their 

own value lens and do not have a common definition of value.  These inconsistencies in 

approach make it very difficult to create a common definition of value during a hospital 

merger. 

Value definition and creation is further complicated in the healthcare industry by 

the sheer number of stakeholder groups that are potentially impacted by, and through 

merger. Burwick, Nolan, and Whittington (2008) proposed a general definition of clinical 
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value by developing the triple aim of targeting cost, quality, and experience.  

Unfortunately, the researcher did not provide a definition of each aim, and left the 

definition to each hospital to interpret. Thus, value creation is subjective and remains 

inconsistent across the health care industry, and hospitals continue to interpret value 

based on their unique situation and performance.  Porter (2009) takes value in healthcare 

further by taking aim at the potential for healthcare reform to create value for patients.  

Porter (2009) identifies that clinical outcomes are the target, and dollars expended to 

create the outcome develops a value ratio that can quantitatively measure value creation. 

From a patient stakeholder perspective, if an organizations is able to deliver a consistent 

and accurate service with minimal variation in practice, Porter (2009) proposes that this 

measurement is the definition of value - when care is delivered at the lowest possible 

cost. Porter (2009) does note that achieving cost targets without outcomes is potentially 

dangerous to patients and would lead to lower value ratio for patients overall. 

In subsequent research, Porter (2010) writes about the challenge of creating value 

for stakeholders due to the complexity of priorities, subjectivity, and unique demands of a 

constituency. Porter (2010) recognizes that the definition of value is subjective and may 

include multiple indicators: access to services, profitability of services, the quality of 

services, overall cost of service, the safety of care provided, the convenience of care 

provided, or the level of patient centeredness. The inconsistency in value definition has 

led to a lack of clarity around value and to inconsistent approaches, processes, and speed 

at which changes are made by organizations to create value. 

Stakeholder Impact 
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In addition to the challenge around value definition inconsistency, the number of 

stakeholder groups make creating value priorities and targets a leadership challenge.  

Powerful constituencies may include: health plans, patients, employees, physicians, 

government, local agencies and community organizations, unions, and large employers 

that each can have their own subjective measurement of value.  The challenge is that each 

stakeholder group can have an impact on the success of the merger. It is clear that the 

number of stakeholders and the diversity of stakeholder interests; the subjectivity of value 

standards; the difficulty that exists with creating an early-stage merger plan with specific 

value priorities; and the focus on cost as a driver of value; all contribute to the difficulty 

with leading and creating value through a hospital merger. Each stakeholder group can 

wield power and influence and is capable of creating barriers for a merger.  This gap in 

value definition and the subjective interpretation of what value stands for creates a 

challenge to leadership and impacts the potential for generating value for stakeholders 

through a merger. 

CONCLUSION 

The purpose of this study was to assess the leadership component of healthcare 

mergers and to create a framework with specific work steps that can allow a leader and 

organizations to implement a prescriptive approach to the merger process, potentially 

creating greater value for stakeholders. Relevant literature was reviewed to obtain insight 

into three primary areas: 1) the process of leading through hospital mergers; 2) the 

connection between leadership and organizational culture; and, 3) the organizational 

results and effects of hospital mergers. Interviews were conducted with five chief 

executives representing experience with 25 mergers. The interviews were hand-coded, 
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and linked back to the literature to create an eight-step merger process framework to 

support healthcare leaders through the process of the merger. 

The recognition of the importance of culture and the impact that culture has on 

change were apparent in both the literature review and the interview themes and findings. 

A heightened awareness of cultural fit during the partner evaluation and decision-making 

process was identified as a critical step in the merger process. Creating new leadership 

and governance models post-merger were also connected to value creation. Decisions 

need to be clear, unambiguous and consistent, and there should be a single accountability 

structure for decision-making. Engaging senior leaders to drive the integration process, 

and creating multidisciplinary value integration teams with employees from both 

organizations participating in the development of new processes appear to be a solid 

strategy to engage and empower employees to invest in the development of a new 

organizational culture. Hospital merger outcomes and value creation need to increase, 

and the use of the eight-step framework can assist leaders in creating greater value 

through mergers. 

I conclude from the study that culture and change are critical yet undervalued 

links to merger success.  Leaders should develop change management and culture 

transformation strategies to create greater value through mergers. A leader must take on a 

broader perspective in a merger beyond the familiarity of financial and operational 

execution plans.  A cultural assessment and integration plan should be included in the 

overarching approach, providing alignment between the organizations that are proceeding 

through a merger. Unfortunately, cultural awareness and the process of culture 

integration is not an area of emphasis in most graduate training programs, and culture can 
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be a blind spot for executive leaders. As such, a leader should have self-awareness of the 

potential cultural and change blind spots and include culture transformation as a part of 

the merger evaluation, integration, and implementation phases of the post-merger plan.  

Creating trust, developing relationships, communicating, instilling accountability, 

engaging employees, and consistently demonstrating the expected leadership behavior 

should all be components of an executive leader’s strategy and execution plan for a 

hospital merger.  
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Interview Protocol: The Impact of Leadership in Hospital Mergers: Culture, Change, 

and Outcomes 

Date of Interview:  

Time of Interview:  

Interview Location:  

Interviewer:  Timothy J. Collins 

Participant Code:  P 1     P2     P3     P4    P5 

Position of Interviewee:  

Introduction: Thank you for agreeing to be interviewed for this research project on 

the impact of leadership on hospital mergers.  I want to remind you 

that your comments will remain confidential and anonymous. Please 

feel free to take a break at any time and feel free to ask any clarifying 

questions.  

Consent and Disclosure To assist with my note-taking, I would like to record our 

conversation. The information obtained from this conversation will 

only be available to the researcher on the project and the recordings 

will be destroyed five years after they are transcribed.  

 

I will also ask you to review a document that clarifies our mutual 

understanding and will allow us to meet our human subject 

requirements. The document you will review verifies: (1) that all 

information will be kept confidential, (2) that your participation is 

voluntary and you may stop the interview at any time if you feel 

uncomfortable, and (3) our research will not inflict any harm.  

Transcribed Interview Upon completion of the interview, the session material will be 

transcribed.  I will be sending you a summary of the key points you 

made during the session within five days of the interview.  I would 

like to request that you review the summary and confirm the 

accuracy of the material. 

Time/Duration of 

Interview 

I have planned for this interview to last no longer than one hour. 

During this time, questions will be asked, and your responses will be 

recorded.  If time does begin to run short, it may be necessary to 

interrupt you in order to push ahead and complete the most critical 

questions.  If there are any open issues, a second interview or 

conversation can be scheduled to clarify the information.  

Consent form signed 

(Date/Time) 

 

Interviewer Notes • Take notes next to the questions 

• Review contact information with the participant 

• Thank the participant for their time 
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A Can you please provide a description of your role 

as leader during the mergers that you will discuss? 

 

1 What were your personal experiences with 

merging two hospital / health system cultures 

during your term as a leader within that 

organization?  

 

2 Pre-Merger: How was/were the mergers 

announced to external stakeholders and what 

events/steps occurred between the announcement 

and the initiation of the merger? 

 

3 What were the goals and objectives for the 

merger(s) and what value did you want to create 

for stakeholders through the merger? 

 

 

 

4 How did you develop a pre-merger plan for the 

merging of two cultures? 

 

 

5 When you merged the organizational cultures, 

what strategies worked effectively and why?   

 

 

 

6 When you merged the organizational cultures, 

what strategies did not work effectively and why?  

How did you and your team have to adapt/change 

your strategies? 

 

 

 

 

7 What change management strategies and 

structures did you utilize during the merger? 

 

 

8 Who were your stakeholders during the merger 

process and what methods and strategies did you 

utilize to communicate to these stakeholders 

during the merger? 

 

9 In what ways did you have to change/alter your 

leadership style to be more effective in leading the 

merger toward success? 

 

 

 

10 Reflecting back on the merger, would you 

consider the merger successful and what would 

you consider doing differently in your next 

merger? 

 

11 What was the most challenging aspect of the 

merger and why? 
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Interview Categories Interview Themes Merger Framework 

Leadership and Organizational 

Culture in a Hospital Merger 

Role Modeling The Leader Recognizes the Need for Change 

• Step 1: Creating an Organizational Need for Change 

o Step 1.1. Identify key constituent and develop communication plan 

Step 2: Expression of Interest and Evaluation of Potential Partners 

Strategic Decision Culture Fit is a Reflection Point 

Step 5: Assessment of Culture as a Go/No-Go Reflection Point 

Ownership Engagement Drives Ownership for Results  

• Step 7: Create a Stakeholder Engagement and Integration Oversight Structure  

Step 7.2 Develop Value Integration Teams (VIT) 

Planning Merger Model Selection  

Step 6: Development of a Merger and/or Acquisition Plan 

Accountability Eliminating Barriers to Integration 

• Step 6: Development of a Merger and/or Acquisition Plan  

o Step 6.1.1. Create a single, clear leadership structure for the merger 

Step 6.1.2. Combination of boards and accountability structures 

The Leader’s Role in Creating 

Value Through a Merger 

Organizational Culture Culture is a Driver of Value During Merger Integration 

• Step 7: Create a Stakeholder Engagement and Integration Oversight Structure  

Step 7.1 Create a Senior Leader-Driven Change Management Team 

Return on Investment Developing Value from a Merger 

• Step 3: Creation of the Value Concept 

Step 6: Development of a Merger and/or Acquisition Plan 

Strategic Communication Crafting Ways to Fill Value Gaps  

• Step 1: Creating an Organizational Need For Change 

o Step 1.2. Identify the Value Gap 

Step 7.4. Develop a Detailed Post-Merger Communication Plan 

Culture and Execution in 

Hospital Mergers 

Perspective Taking Resistance Impacts Culture Integration 

Step 4: Independent Evaluation of Corporate Culture 

Execution The Leader’s Stewardship of the Merger Plan 

• Step 6: Development of a Merger and/or Acquisition Plan 

o Step 6.6.1. Identify barriers to accountability and implementation 

o Sep 6.6.2. Develop a plan to address barriers and gaps 

• Step 8: Identification / Implementation of “Quick Wins” and Periodic Review 

o Step 8.1.1. Create targets, timeline and value for “Quick Wins” 

Step 8.1.2. Develop timeline and ways to track successes 
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Interview Identification P1 P2 P3 P4 P5 

Number of Mergers 

Leader was Involved In 

6 6 5 5 3 

Type of Organization Tax-Exempt Tax-Exempt Tax-Exempt Tax-Exempt Tax-Exempt and For-

Profit 

Step 1: Creating an 

Organizational Need for 

Change 

• Communication was in 

the role of acquiring 

organization; 

communicated the 

value that could be 

created for the acquired 

entity if a merger is 

implemented. 

• Clear articulation of 

value that merger could 

deliver to all 

stakeholders 

• Communication of value 

was in the role of 

acquiring and acquired 

organization. 

 

• Communication of 

value was in the role of 

acquiring organization. 

• Communication was in 

the role of acquiring 

organization and as 

acquired organization.  

• As acquired 

organization, created 

business and strategic 

need for change 

• As acquiring 

organization, did not 

create vision for value 

• Communication was in 

the role of acquiring 

organization and as 

acquired organization.  

• As acquired 

organization, 

communicated business 

and strategic need for 

change. 

• As acquiring 

organization, had clear 

plan to create value 

Step 2: Expression of 

Interest and Evaluating 

New Partners 

• Responded to RFI/RFPs 

 

• Organizations engaged 

in targeted potential 

partner discussions for 

affiliation and merger 

• Organizations engaged 

in targeted potential 

partner discussions for 

affiliation and merger 

• Created RFP as hospital 

leader that was seeking 

partner 

• Responded to RFP when 

acquired hospital/health 

system 

• Created RFP as hospital 

leader that was seeking 

partner 

• Responded to RFP 

when acquired 

hospital/health system 

Step 3: Defining and 

Creating Value 

• Managed care 

contracting leverage 

with payers 

• Access to capital 

• Clinical quality 

• Lower operating costs 

• Ability to take on 

strategic initiatives as a 

larger organization 

• Access to capital 

• Clinical quality 

Lower operating costs 

• Managed care 

contracting leverage 

with payers 

• Access to capital 

• Lower operating costs 

• Access to capital 

• Financial stability 

• Lower operating costs 

• Managed care 

contracting leverage 

with payers 

• Access to capital 

• Lower operating costs 

Step 4: Independent 

Evaluation of Culture 

• Did not conduct 

independent evaluation 

of culture. 

• Conducted internal 

assessment of culture, 

but did not identify 

• Conducted internal 

assessment of culture, 

but did not identify 

• Did not conduct a culture 

assessment 

• Did not conduct a 

culture assessment 
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Interview Identification P1 P2 P3 P4 P5 

differences or areas of 

conflict. 

differences or areas of 

conflict. 

 

Step 5: Assessment of 

Culture as a “Go-No Go” 

Reflection Point 

• Did not utilize the 

culture assessment as a 

key driver of decision-

making 

• In early mergers, did not 

use culture as part of 

decision-making process. 

•  

• Did not utilize the 

culture assessment as a 

key driver of decision-

making 

• Did not utilize the 

culture assessment as a 

key driver of decision-

making 

• Did not utilize the 

culture assessment as a 

key driver of decision-

making 

Step 6: Development of a 

Merger and/or 

Acquisition Plan 

• Did not create a merger 

or acquisition plan 

• Did create integration 

engines and value 

integration teams 

• Early merger 

experiences, no merger 

plan was developed. 

• In later experiences, 

merger plans were 

developed. 

• Early merger 

experiences, no merger 

plan was developed. 

• In later experiences, 

merger plans were 

developed. 

• Did not create merger or 

acquisition plan. 

• In tax-exempt 

acquisition, no plan was 

developed 

• In for-profit, a clear 

integration plan was 

developed 

Step 7: Create 

Stakeholder Engagement 

and Merger Oversight 

Structure 

• Eliminated boards at 

each acquired hospital 

• Created teams for 

integration that reported 

in to executive 

leadership. 

• In earlier mergers, did 

not force engagement 

around integration 

planning 

• In later stage mergers, 

created teams for 

integration that reported 

in to executive 

leadership. 

 

• Eliminated boards at 

each acquired hospital 

• Created teams for 

integration that reported 

in to executive 

leadership. 

• In hospital acquisition, 

board was eliminated 

and absorbed into system 

board. 

• In acquisition of faith-

based hospital, left the 

existing governance and 

board in place.  

• Boards were dissolved 

in both cases (tax 

exempt and for-profit) 

• Integration teams were 

developed in for-profit 

mergers to standardize 

processes. 

Step 8: Identification of 

“Quick Wins” and 

Periodic Merger Planning 

• Celebrated 

achievements and 

milestones publicly 

• Monitored all 

integration initiatives 

through a senior 

leadership change 

committee 

• Celebrated achievements 

and milestones publicly 

• Monitored all integration 

initiatives through a 

senior leadership change 

committee 

• Celebrated 

achievements and 

milestones publicly 

• Monitored all 

integration initiatives 

through a senior 

leadership change 

committee. 

• Did not use any plans or 

structures to support the 

merger effort 

 

• Celebrated 

achievements and 

milestones publicly 

• Managed integration 

initiatives through a 

change committee with 

accountability and 

metrics 

• Removed barriers to 

implementation 

quickly. 
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Structure and Process for Merger Success 

1. Step One: Creating an Organizational Need for Change – Developing the 

education to key constituents around the need to participate in a merger – as an 

acquiring or acquired organization – and what the vision for the future should be for 

the organization 

1.1. Identify key constituents and create detailed communication messages to each 

stakeholder group: 

1.1.1. Board 

1.1.2. Physicians 

1.1.3. Employees 

1.1.4. Employers 

1.1.5. Government 

1.2. Identify the Value Gap - Identify what is needed for success, what value should 

be created through the merger, and other key components of any partnership 

strategy 

1.2.1. Clear value creation 

1.2.2. Non-negotiable elements 

2. Step Two: Expression of Interest & Evaluation of Potential Partners – Develop a 

formal request for proposal (RFP) process, or if a preferred or ideal partner is already 

identified, clearly articulate what the organization is seeking and ask for a response to 

your inquiry. 

2.1. Obtain official responses from interested parties 

2.2. Enter into preliminary discussions to identify culture and fit early 

2.2.1. Board 

2.2.2. Physicians 

2.2.3. Senior leaders 

2.2.4. Front line employees 

3. Step Three: Creation of the Value Concept – Identify how value creation (Section 

1.2.1) will be met through the merger.  Both merging entities should have their own 

value creation plan so that expectations can be clear up front. 

3.1. Connect mission, vision, values to value creation 

3.2. Connect value creation in quality, service and efficiency to desired outcomes 

3.3. Understand timing to create value 

3.4. Create a merger plan that connects Sections 4.1 – 4.4 between the two entities 

4. Step 4: Independent Evaluation of Corporate Culture 

4.1. Conduct an independent review of the cultural elements of the merger of each 

organization.  This process should be brutally honest in order to uncover invisible 

elements of culture that exist; resistance to change; political undercurrents; 

sacred elements; emotional ties; core values or employee calling 

4.2. Assess the results of the evaluation and determine corporate culture compatibility 

4.3. Assess merger integration consequences  
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4.3.1. Assess communication model required to support success 

5. Step 5: Assessment of Culture as a Go-No Go Reflection Point 

5.1. Identify points of compatibility/incompatibility points 

5.2. Assess areas of potential culture clash 

5.3. Develop ways in which to mitigate any culture clashes 

5.4. Collectively make a decision whether to proceed. 

6. Step Six: Development of a Merger and/or Acquisition Plan 

6.1. Create a single, clear leadership structure for the merger 

6.1.1. Executive leadership – A clear single leader who is accountable to a single 

structure to avoid issues around alignment or implementation prioritization 

6.1.2. Board role and governance – A combined committee of the boards (if they 

exist) to hold the lead executive and the senior leadership teams accountable 

for performance relative to the plan 

6.2. Vision, mission, values – What are we doing? 

6.3. Value creation – Why are we doing it? 

6.4. Culture plan – how will the organization represent itself, and how will the new 

organization operate in the future 

6.5. Develop a high-level communication plan for key stakeholders 

6.5.1. Board 

6.5.2. Physicians 

6.5.3. Employees 

6.5.4. Employers, governmental agencies, health plans, vendors and partners. 

6.6. Develop clear accountability and timing for all merger-related events to occur 

6.6.1. Identify barriers to accountability and implementation 

6.6.2. Develop a plan to address any barriers or gap in accountability 

immediately. 

7. Step Seven: Create a Stakeholder Engagement and Integration Oversight 

Structure  

7.1. Create a Senior Leader-Driven Change Management Team  

7.1.1. Senior leaders will be assigned from both organizations 

7.1.2. Senior leaders will have accountability for realization of the merger plan 

7.2. Develop Value Integration Teams (VIT) 

7.3. Individuals will be selected from both organizations and will be tasked with 

implementing mutually agreed upon best practice processes that are developed 

by the teams 

7.3.1. VIT structures will report directly to senior leadership team (Section 7.1) 

7.3.2. Each practice or process that is redesigned must be approved by the co-

leadership teams 

7.4. Develop a Detailed Post-Merger Communication Plan 

7.4.1. Specific and targeted communication for stakeholders (Section 6.5) 

8. Step Eight: Identification/Implementation of “Quick Wins” and Periodic Review 

8.1.1. Create targets, timelines and value for “Quick Wins”  

8.1.2. Develop timeline and ways in which to track successes 
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8.1.3. Conduct routine evaluation of what is going well, and where efforts are 

stalled 

8.1.4. Reflect on changes required to organizational model depending upon 

changes in the marketplace or strategic opportunities 

8.1.5. Reflect on opportunities, barriers and challenges encountered during the 

merger as opportunities for improvement.  Refine plan based on lessons 

learned. 


