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Change is disturbing when it is done to us, exhtiag when it is done by us...

R. M. Kanter



ABSTRACT

Introduction. Today there is no doubt that mergers have permeditsgctors of society, in-
cluding health care. Starting in the US, extensvawes of hospital mergers occurred at a re-
cord pace in the 1980’s typically justified by prising dramatic financial and operational im-
provements. In the 1990's, the merger trend reaéhedpe and by the turn of the century
“merger mania” had taken a strong hold within the€ By the end of the 1990s, there had been
a number of hospital mergers in Sweden. In 2004olikeka University Hospital was formed
through the flagship merger between the Karolingkeapital and the Huddinge University
Hospital. In 2010, yet another prestigious merdetwo university hospitals was announced
with the formation of Skane University Hospital. wiever, there has been almost no research
on hospital mergers in Sweden. The aim of thisishesto increase our understanding of the
pitfalls and possibilities in merger processes kyl@ing the Karolinska University Hospital
merger.

The merger in brief. On 1 January 2004, the Karolinska Hospital andthedinge University
Hospital merged to form the Karolinska Universitgdpital. Although the merger was contro-
versial and far from obvious, the merger decisiasspd by a single vote in the Stockholm
County Council on 9 December 2003. To achieve artcald budget by the next political elec-
tion in 2006, the new director of the merged hadpitas told to reduce expenditures by €70
million over the next three years. The top managerdelegated identical assignments to all
clinical managers: to reduce costs and to congeliti25 clinical departments into 74 new de-
partments each with a common management. Ovethtbe-year period (2004 to 2006), the
predicted cost savings for the merger were noteaell. Eventually the original implementa-
tion plan was withdrawn and the hospital direcédirthe organization.

Methodology and research questions. An embedded case study design was used to explore
pre- and post-merger processes, in which data alesied by interviews, non-participant ob-
servation and extensive documents (allowing triéatgun). Three studies addressing different
organisational levels examined the following issuesv and why a merger decision that was
considered “impossible” became possible (Studha and why top management’s radical
ambitions resulted in an unintended convergentge®and dysfunctional outcomes (Study I1);
how and why considerably different outcomes in gewh clinical integration occurred at the
clinical department level (Study I11).

Results. Spanning from the years 1995 to 2007, the thie#ies show that the merger proc-
esses evolved through a non-linear, undirecteccamplex interplay between external and in-
ternal actors. The process was mainly driven byctimpeting institutional logics ahanageri-
alismin a political and administrative arena, gmdfessionalisnin a scientific and professional
arena. Means convergence and a politico-econonsiis éed to the merger decision. The top
management was overwhelmed by the “vertical clagtiween managerialism and profession-
alism. On the clinical department level, managdaelors that hindered integration were a sole
attention on the formal mandate from the top mamage, leadership based on one formal ac-
tor, and the use of a planned top-down approacihange. Managerial factors that facilitated
integration were a dual attention to two majorkedtalders (top management and clinical
staff), shared leadership between multiple actocfjding an informal leader, and the use of an
emergent, bottom-up management approach to chaitigja the planned assignment.

Discussion. The key finding is that the competing instituaibifogics between managerialism
and professionalism seems to be the main drivenesfyer processes. This vertical conflict is
probably the main explanation why intended outcomeie not achieved. While top manage-
ment followed the merger literature’s classic rep@ndation to focus on the horizontal tension
and to take a planned linear top-down approacthémge, the unanticipated challenge stem-
ming from the competing institutional logics matdifficult for the management to handle the
post-merger process. A true understanding of tina-iand inter dynamics inherent in a context
with multiple layers of competing institutional ieg, such as public sector health care, seems
essential to produce functional organizational aones.
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1 INTRODUCTION

1.1 THE MERGER PHENOMENON

Today there is no doubt that mergers have permesitesgictors of society, both private and
public, including the health care sector. The mepfenomenon can be traced all the way back
to the US manufacturing industry and its legend&weat Merger Movement” from 1895 to
1905 (Lamoreaux, 1985). During this period, it$tireated that 1800 firms were consolidated
(Ibid.). These consolidations formed the foundafimnwhat was later termed “big business”.
Industrial mergers ever since have followed a simiave-like pattern, revealing five waves
throughout the 1900s (Barkoulas et al., 2001; @a&nHalbheer, 2009). In 2004, 30 000 mer-
gers were completed globally, which is equivalenbhe merger every 18 minutes at a total
value exceeding the GDP of several large coun{@estwright & Schoenberg, 2006). Well
into the 2000s, mergers have remained a highlylpopool used to create value, renew organi-
zations and/or restructure industries.

In the 1980s, the merger trend hit the health sastor typically justified by promising dra-
matic financial and operational improvements (Béizeb al., 2004; Goddard & Ferguson,
1997). Starting in the US, extensive merger wavasiwed at a record pac@/hile in the
1980s, efforts focused on horizontal alignmenthi 1990s efforts focused on both horizontal
and vertical relationships to functionally alignngee delivery into one integrated system
(Ibid.). By the mid-1990s, the hospital mergerattiin the US had increased nine times since
the start of the decade (Williams et al., 2006)sWas soon followed by a merger wave in the
UK of their National Health Service trusts (NHSgt®een 1997 and 2001, 99 mergers of NHS
hospitals took place (Fulop et al., 2002, 2005) lydhe turn of the century “merger mania”
had taken a strong hold within the UK (Cerestd.e2a03).

In Sweden, restructuring of the health care sdmgan in the mid-1980s, leading the way for
hospital mergers in the 1990s. By the end of tH#049the merger trend reached the academic
health care community with the formation of the I§amska University Hospitabn the west
coast of Sweden (Brorstrom, 2004; Hallin, 2000)2004, Karolinska University Hospital was
formed through the flagship merger between the liKeka Hospital and the Huddinge Univer-
sity Hospital. Both were university hospitals l@ghin Stockholm on the east coast of Sweden.
In 2010, yet another prestigious merger of two ersity hospitals was announced in the south
of Sweden with the formation of Skane Universityshital. Although researchers agree that
mergers of university hospitals seem to have beafimon-infrequent” phenomenon (Kastor,
2010), there is almost no research done in tHi. fie

For over 40 years, the complex phenomenon thateremgpresent has attracted robust aca-
demic interest from multiple disciplines. Howevtire substantial body of empirical data has

largely produced mixed and often contradictory ifigd. The knowledge of mergers in health

care is even more uncertain and scarce due tbatses history. Because of this inconclusive

knowledge and a continuing merger trend, it isrdleat more research is needed to further ex-
amine mergers, particularly those occurring in theedre. This thesis addresses university hos-
pital mergers.



1.2 MOBILIZING MERGERS IN HEALTH CARE

While recognizing that mergers once began in therldSufacturing industry back in 1895, one
might wonder how and why this phenomenon entereed®h health care in the 2000’s? Al-
though this question is beyond the scope of thisish a quick overview of how and why merg-
ers may have entered the field of public sectopit@s is valuable for the later discussion in
this thesis.

Among various perspectives, the notiorcofmpeting institutional logicbetweermanagerial-
ism andprofessionalisnprovides a convincing explanation of the histdriz@ckground of the
mobilization of mergers in the health care sedtoieflland & Alford, 1991). In particular, this
notion directs us to the wider social and politizahsformations in health care. At different
time periods, different ways of organizing, finargiand managing health care have dominated.
As a particular logic dominates health care in gamfiod, that logic has formed the basis for
discussions on how health care should functiontt®tal. (2000) divides the US health care
into three distinct periods. The first period (194%4) was a time of professional dominance;
the second period (1965-1982) was a time of statergance and national ownership; and the
third period (from the early 1980s and forward) basn dominated by competition, market and
management. Although caution should be taken iwidaparallels between different coun-
tries, research shows that this historical desonpif different logics dominating health care in
different periods generally applies in many Westeultures including Sweden (Ostergren &
Sahlin-Andersson, 1998).

The managerial logic of health care, which now adatgs health care, is based on two main
doctrines (Estes & Alford, 1990: 174): (1) “Theusgent ideology of the market that proclaims

that competition and efficiency are the major cidtehat justify state expenditures” and (2)

“The ideologies of individualism, neo-conservatisand self-help that justify reductions in or

the elimination of state expenditures altogether.”

From an institutional perspective, there is a jalitagenda behind these doctrines that aims to
repress the logic of professionalism that had dataih public health care in most Western

countries (Brock et al., 1999). From a market-manag perspective, professionalism distorts

the operation of markets, promotes rising costd,eamtourages “producer capture” of services.
Hence, professionalism has come to be viewed asi@us obstacle to the development of ra-

tionalized managerial control (Ackroyd, 1995). Awstithe background of escalating health

costs in the 1980s, the US political reformers psagl two main solutions. First, health care

was redefined from a “social good” to an “econogwod” (Shortell et al., 1985). Second, there

were renewed calls for hospitals to adopt “busHiikes structures and managerial practices

(Arndt & Bigelow, 2000; Fennel & Alexander, 1987).

The mobilization of these policies involved cletiempts to replace the prevailing professional
logic and bases of legitimacy with a countervailiogic of market-managerialism (Kitchener,
2002). In 1981-1982, the logic of market-managmsnahvas further legitimized with the pass-
ing of federal legislation that encouraged comjoetiamong providers in US health care (Scott
et al.,, 2000). In 1983, an even more decisive shiftards market-managerialism occurred
when US policy moved from retrospective reimbursene¢ hospital costs to prospective pay-
ment linked to diagnosis-related groups, or DRGsefR: Scott, 1998). This shift increased



competition among health care providers and gaxadu legitimacy to the logic of market-
managerialism.

The shift towards market-managerialism in politicbdology was especially difficult for US
university hospitals (Starr, 1982) because theyewequired to compete with health care pro-
viders who were less burdened with the financighoasibilities of the academic mission (Reu-
ter & Gaskin, 1997). By the mid to late 1990s, suniversity hospitals also had ceased to be
reasonably profitable partners for medical schdlen elite university hospitals experienced
substantial operating losses (Kitchener, 2002)mAfus institutional perspective, mergers are
just one example of the logic of market-managemalor the New Public Management phi-
losophy (NPM), as it is sometimes evocatively knaiitichener & Gask, 2003; McNulty &
Ferlie, 2002, 2004).

1.3 DEFINITIONS

1.3.1 Definitions of mergers

Mergers can take a variety of forms — and theremaary ways to categorize mergers. Typi-
cally, researchers differentiate merger types basetherelationship between the merging
firms beforethe merger. The literature usually divides merdeisfour major categories: hori-
zontal, vertical, conglomerate and concentric nrargéitching, 1967). Irhorizontalmergers,
the merging firms belong to the same industry ardatithe same level in the value chain. That
IS, they serve the same customers and/or use e |#ppliers producing similar goods or ser-
vices. Invertical mergers, the companies also belong to the sanostigd but have different
roles in the value chain (i.e. they are customessppliers for each other). tmncentricmerg-
ers, firms either serve the same customers wiferdifit products, or offer similar products to
different customers. lnonglomeratemergers, the merging firms offer different product dif-
ferent customers, usually to reduce financial ritkeugh a diversified portfolio (e.g. with re-
spect to business cycles). To mention another carynsed categorization, horizontal, verti-
cal and concentric mergers belongrétated mergers, while conglomerate mergers belong to
unrelatedmergers (Amit & Livnat, 1988; Chatterjee, 1986 s, 1989). Because we examine
a merger between two Swedish university hospites affer similar services within the same
“industry”, the definitions of merger used in tlfieesis are thhorizontalandrelatedmergers.

In health care a merger occurs when two or morpitads join operations to create a new hos-
pital entity (American Hospital Association, 201@uch operational consolidations may not
involve a legal transaction if the hospitals arened/by the same parent company. Also, multi-
ple facilities may still exist even after consotida. Hospitals that simply cease operations ex-
perience “closures” (Ibid.). “Acquisitions” — whidR more applicable for hospitals in private
hands - are defined as the event where one or has@tals are financially subsumed into an
existing hospital entity (Ibid.). In this study,thomergers and acquisitions are referred to as
“mergers” (see also Section 2.1.2).



1.3.2 Definition of university hospitals

In the health care literature, it is common to ttlout university hospitals, affiliated teaching
hospitals and academic health centres (AHCs) asybe phenomenon. In this thesis, the term
“university hospital” is used for all types of aemaic hospitals since it is the term used in Swe-
den. University hospitals differ from other headtire providers by having a distinctive tripar-
tite academic mission: research, education, anétalicare. This implies, among other things,
a formal affiliation and a close cooperation withmadical school. Most affiliated medical
schools are based on collegial academic structuitbsa dean overseeing powerful department
chairs who usually control large budgets. By caitraniversity hospitals tend to have a more
hierarchical structure. At their apex, a chief exse oversees departmental Directors and ne-
gotiates with medical staff (see e.g. Kitchene@20Although the literature does not make any
clear distinctions between university hospitalsn@y be good to note that about half of univer-
sity hospitals in the US are owned by state govems(e.g. UCSF), with the other half in pri-
vate hands (e.g. Stanford and Harvard) (Kitche2@?2). In Sweden all university hospitals are
public institutions. In essence, all university pitals are unified by the same logic of clinical
and research excellence, which is deemed vit@dlize their tripartite mission (Yusuf, 2006).



2 PREVIOUS RESEARCH

2.1 MERGERS IN THE INDUSTRY

2.1.1 Introduction

Previous research on mergers has been dominatelb tstudies because most mergers have
occurred within the corporate segment in the USnWaf these studies can be found among
financial economists, who typically have conduateskarch of listed companies at the macro-
level. Bearing in mind that the governance andtirnt&inal contexts between privately owned
firms and public sector organizations (such asersity hospitals) are fundamentally different,
it is still important to relate this thesis to pimys research although it originates in the private
business sector, because they may face many skthe managerial and organizational chal-
lenges post-merger. This section outlines the niajdings resulting from 40 years of research
on mergers in the industry.

2.1.2 Mergers & Acquisitions

In the general management literature, it is comtodialk about mergers and acquisitions as a
single phenomenon, which is reflected by the abbtien “M&As”. Although research does
not always make any clear distinctions between erergnd acquisitions, it may be useful to
note one distinguishing aspect from a legal pofntiew. Typically, mergers are used to de-
scribe a “merger of equals” where the firms areroftf about the same size, while acquisitions
occur when one company takes control of anotheicksaatly establishes itself as the new own-
er as reflected by the number of shares owned. Brl@gal point of view, in an acquisition, the
buyer "swallows" the target company, which ceasefotmally exist (DePamphilis, 2010).
Usually one company will buy another and simplpwalthe acquired firm to proclaim that the
action is a “merger of equals” (even if it is teikaly an acquisition) because being bought out
usually carries negative connotations (Ibid.). Bseathe companies are more unified by the
logic of going forward as a single new companyhvgiimilar goals and challenges, the litera-
ture usually treats M&As as a common phenomenonddduby literature prescription, this
thesis uses the term “mergers” interchangeabipéh mergers and acquisitions. The use of
the term “mergers” also highlights the fact that tbcus in this thesis is on two similar organi-
zations of equal size that merged into one orgéaizaOf course, the concept of shareholders
is inapplicable for public organizations, such aiversity hospitals.

2.1.3 Merger motives

Why do mergers occur? In an increasingly competigiiobal market, mergers have been and
continue to be a popular and legitimate way totereapid growth and to improve competitive
advantage compared to, for example, organic grotthe capital markets mergers are justi-
fied by their possibility of quickly creating shamdder value. However, most observers agree
that mergers are driven by a complex pattern ofuestand that no single explanation suffices
(Ravenschaft & Scherer, 1987; Trautwein, 1990jmé&rger prescriptions the most popular jus-
tification for mergers is the possibility of reafig synergies. Synergy is often expressed as the
“2+2=5" effect, or as “the combined performance ieagreater than the sum of its parts” (An-



soff, 1965). In essence, synergies are describkdwaisg a latent value that can only be realized
when companies merge.

The literature typically divides synergies intoa@rtypes (Chatterjee, 1986; Trautwein, 1990):
(1) Financial synergies that chiefly reduce thet adscapital and also diversify industries
against various business cycles (i.e. spread ahéimal risk); (2) Operational synergies that are
aimed at increasing operational efficiency throsigared functions, for example, in purchasing,
production and distribution; and (3) Monopoly-basgdergies that are intended to achieve a
dominant market position and thereby increase b@rgapower.

What does the evidence say? In an ambitious atteangliassify merger motives (into seven
categories) according to their plausibility and sistency with the evidence, Trautwein (1990)
concludes that explanations based on the popdleieaty theory (i.e. the above noted “finan-
cial and operational synergies”) and monopoly pofer the above noted “monopoly-based
synergies”) are less supported by evidence thaothmr explanations such as managerial em-
pire building. Because merger justifications gelienaly on efficiency arguments, he con-
cludes that they are “dangerous guides for paditgpin merger processes” (Trautwein, 1990:
283).

2.1.4 Merger outcomes

In terms of reaching intended merger goals, rebeewosistently shows that mergers lead to
failure more frequently than to success (see eagwtight & Schoenberg, 2006), by for exam-
ple reducing the value for the shareholders (Kingl.e 2004). Already in the 1960'’s, Kitching
(1967) reported a pessimistic merger failure rdt@Soper cent and a less pessimistic failure
rate of 46-50 per cent in his later work from 19[7dter studies from the US report equally
poor failure rates of 77 per cent (Marks, 198&8)aigh a less pessimistic failure rate of 50 per
cent was reported in European studies (Cartwé&g@boper, 1992; Hunt, 1990). Porter (1987)
also notes a failure rate of 50 per cent in amefteed study. Despite these “high” failure rates,
mergers are a growing phenomenon, which puzzlesnéeicbsts many researchers (see review
by Cartwright & Schoenberg, 2006).

2.1.5 Suggested explanations

So, why do most mergers fail to achieve their tedjgoals? Over the years, several possible
explanations have been offered in the literaturbil®\it is not possible to mention all of them,
some of the most well-known are noted here. As imead (see Section 2.1.3), mergers are not
always motivated by value-adding motives but rathyemon value-adding motives such as
managerial empire building in many cases (Trautw®&®90). The principal-agency theory is
useful in this context since this theory has loagpgnized that a manager’s interests may di-
verge from those of the firm’'s owners, because aager’s pay, power and prestige typically
are closely related to the size of the companyléBMeans, 1932). Consequently, a manager,
acting in his or her self-interest, may choosent@st company funds in projects that increase
the size of the company, even though such an isenegy not necessarily be profitable for the
investors or the company as a whole (Mueller, 1969)

In particular, poor organizational fit or a lackafltural compatibility is frequently cited as the
main reason for merger failures (e.g. Datta, 1$les & Mirvis, 1984). “Organizational fit”
refers to “horizontal” differences or tensions begw the administrative and cultural practices
of merging firms and can also refer to personaagarisms (lbid.). Research shows that how



the management executes its post-merger integnaltms including the handling of horizontal
differences, likely has an important influence oerger outcomes (e.g. Haspeslagh & Jemison,
1991).

Several researchers recommend managers normatdedsio order to realize potential syner-
gies (e.g. Kitching, 1967; Larsson & Finkelstei@99%). For example, a successful “horizontal”
integration of top management is proposed as aqueite for a subsequent smooth integration
process further down the organization (e.g. Kotte86; Santala, 1996). The post-merger work
of management has often been described as a ajaaxti between actions aimed at achieving
the merger’s formal goals and actions aimed atmikiing the negative influence on the per-
sonnel. This dichotomy in managerial work is ofteferred to as the “business side” and the
“human side” (Larsson, 1990) or as “task integrétiand “human integration” (Birkinshaw et
al., 2000). Several researchers (e.g. Birkinshaal.e2000; Haspeslagh & Jemison, 1991) sug-
gest that the most successful integration begitis eveating a safe and positive environment
for the employees — that is, by addressing “th& soiman side of workeforeaddressing “the
hard” business side.

2.1.6 The case of professional firms

Researchers agree that large companies (Miller &li@al, 1994) and knowledge-intensive
organizations (Birkinshaw et al., 2000) are monmglex and therefore considerably more dif-
ficult to integrate than small companies (Cartwri@hCooper, 1993; Nahavandi & Malakza-
deh, 1988). For example, a study of mergers betwagge pharmaceutical companies shows
that it may take 7 to 10 years before potentiakayies start to realize (Birkinshaw et al., 2000).

In particular, research shows that different mariajehallenges arise in organizations in
which the employees provide professional serviaseth on their personal expertise (Green-
wood et al., 1994; @wendahl, 2005). In professional firms, the managegnmeust rely on
autonomous experts and hence has limited conttbledirm’s core activity. As a consequence,
the employees control the integration tempo toghdt degree than in the traditional industry
(Empson, 2000, 2001; Greenwood et al., 1994). ¢h, f@search shows that the integration
processat all organizational levelss highly dependent on the professionals’ trust ailling-
ness to cooperate (see e.g. Empson, 2000, 20@4¢. thanagement pressures professionals too
hard, research shows that the risk is high that thave the organization, taking valuable
knowledge with them (hence damaging potential mesgeergies). Some researchers even
recommend that management refrain from taking dediie planned actions if such actions
might harm employees’ trust (Graebner, 2004). Whattters is that professionals of merging
firms must first have confidence in each other,clvhihay take some good time (Empson, 2000,
2001).

Even if the management of professional firms matysteer the integration process, research
shows that management still can influence the gobg placing the merger in a larger context
that creates true meaning for the professional&adti research shows that the use of “the man-
agement of meaning” (Smircich & Morgan, 1982) caereencourage professionalssfmonta-
neouslyinitiate integration across company boundarieaéBner, 2004), although it may take
several years before such spontaneous cooperationsd Empson, 2000, 2001).



2.1.7 General conclusions

Despite a robust body of data from the privateriess sector, general conclusions are difficult
to draw on why some mergers succeed and othemstdblowever, the capital market school
has been able to produce some &egsistentindings from over 40 years of research. These
general findings are summarized here:

Waves in merger activityfoday there is a broad consensus in the scemidfimmunity that
mergers occur in waves. Since the first report enger waves (Nelson, 1959), many studies
have reported a wave-like pattern in merger agtivitechnically, this means that aggregate
merger series are characterized by “large” burtctvity separated by lengthy intervals of
very low activity or extreme swings back and fdsttween low and high levels of merger ac-
tivity during a certain time period (Gartner & Ha#er, 2009). In the financial literature, em-
pirical evidence on the time series structure gfegate merger activity in the US economy has
attracted considerable attention, particularly therger waves in the mid-1980s (Golbe &
White, 1988 and the mid-1990s (Harford, 2005)

Target firm gainsEarly as well as recent research consistently slibats on average, share-
holders of target firms earn significant gains wtshareholders of acquiring firms neither gain
nor lose (Agrawal & Jaffe, 2000; King et al., 20045 studies show that shareholders of the
target firm gain between 20 and 30 per cent, wisesbareholders of the acquiring firm, gain
only between 0 and 4 per cent (Jarrell et al., L9B®nilar findings are reported in other coun-
tries (Haspelagh & Jemison, 1991).

High-risk strategy Over the yearghere has been little change in merger failuresréd®-75
per cent). As a result, there is a solid conseasng researchers from various disciplines that
most mergers fail to achieve their intended outcam therefore is considered as a high-risk
strategy (for more details, see reviews by Cartutr®y Schoenberg, 2006 and Haspeslagh &
Jemison, 1991). The current dominant view amongyereresearchers is therefore that merger
as a way to create corporate vatigefactois a high-risk strategy that at best lead to stesnh
value creation for target firms, and, at worst,ameost a sure way to lose money.



2.2 MERGERS IN HEALTH CARE

2.2.1 Introduction

Starting in the 1980s, extensive waves of hospittigers occurred at a record pace, which in-
creased the storms of an already uncertain heatth environment. Matching this was a re-
search wave of activity among scientists, industtgerts, and consultants studying horizon-
tally and vertically integrated organizations (Bsid Thorpe, 1993; Shortell et al., 1994). As
with industrial merger research, most of the headtte research comes from the US, where
hospital mergers have a longer history. In Eurdipe,UK has contributed the largest share of
research (see the review by Goddard & Fergusor/)12dthough merger research in health
care has existed for a significantly shorter tirnantin the traditional industry, a sufficient
number of studies have been made that reveal alepmpzzle of multi-dimensional pieces of
causes and consequences. Yet several efforts baventiade to identify patterns of consistency
and inconsistency in the health care restructuiiagature (see e.g. Bazzoli et al., 2004; God-
dard & Ferguson, 1997). Among these, Bazzoli & é004) comprehensive review deserves
extra attention because it focuses simultaneousipatives, context, process and the outcomes
of mergers that coincide with the aspects of spettierest to this study.This section presents
major findings reported by this review in combipatiwith other key studies of mergers in
health care (e.g. Fulop et al., 2002, 2005).

2.2.2 Merger motives

A general assessment of the literature shows tisgditals typically justify mergers by promis-
ing dramatic increase ifinancial and operational efficienojBazzoli et al., 2004; Goddard &
Ferguson, 1997). For example, Bazzoli et al. (2004) that stated merger motives are: im-
proving organizational efficiency, financial perfwince, long-term survival, community ac-
countability, and patient outcomes. Fulop et a0, 2005) mention economic gains, reduc-
tion of excess capacity to treat patients and asmd effectiveness in certain clinical specialties
(as the amount of activity increases) as typicalgerearguments. Both Bogue et al.’s (1995)
study of hospital mergers in the 1980s and Baztddil.'s (2004) study of hospital mergers in
the 1990s find that the three primary anticipatesigar benefits were: (1) to strengthen finan-
cial performance, (2) to consolidate services @&)dd achieve operating efficiencies. More-
over, in the 1990s large hospitals merged with egleér rather than with small and weak hos-
pitals to increase market power in order to bdtted off managed care and other environ-
mental pressures (Alexander & Morrisey, 1988; Eaett 2001; Lesser & Brewster, 2001).
Overall, previous research suggests that hospitabens primarily are driven by cost effi-
ciency-generating or revenue-enhancing motives.

However, when we look more closely at the literature can see some important variations.
While anticipated financial efficiency emerge refpely as the key driver, studies of public
sector hospitals show thadlitical driversmay also be key merger motives (Denis et al., 1992
Fulop et al., 2002). Political drivers for mergenay include facilitating hospital closures and
ensuring increased negotiating power for healtk paoviders (Fulop et al., 2002). For exam-
ple, Denis et al., (1992) show in a pre-mergerystfdwo public hospitals in Canada (includ-
ing one university hospital) that politics was & kieterminant of the merger decision. Hence,
they conclude that hospital mergers in the puldid@ do not necessarily result from efficiency



motives. In the UK, Fulop et al., (2002: 1) alsonpaut that mergers of the NHS trusts “have
often been contentious politically”, resulting Iretformation of independent panels to “take out
the politics” in merger decisions. Yet they finéthimportant merger motives includedstated
drivers (e.g. the need to respond to lobbying fraitical stakeholders) as well agateddriv-

ers (e.g. the need to make internal savings) jlbid.

2.2.3 Merger outcomes

In terms of outcomes, Lynk (1995) shows that cadatbn of hospital departments could re-
sult in greater financial predictability and lowsak load staffing due to reductions in the vari-
ability of demand. Wicks et al., (1998) conductedecstudies of hospital mergers and conclude
that operational efficiencies could be generateduh consolidating key administrative func-
tions, eliminating service duplication, closureaanversion of underused inpatient capacity,
and exploiting economics of scale. Other reseaschave focused not only on the potential
monetary costs of implementing change, but alstheroll on organizations as they respond to
challenges and potential resistance, which showestmerger decline in efficiency (Dranove et
al., 1996; Fulop et al., 2002, 2005; McClenaha®9)9Taken together, the efficiency outcome
after hospital mergers is rather mixed.

The only study Bazzoli et al., (2004) found thaike beyond financial effects of hospital con-
solidation and integration is a study by Ho and Ham (2000) who examine whether quality

of care changed when hospitals merged. They finguadity improvements resulting from hos-

pital consolidation and limited evidence of qualityterioration on a few indicators. Fulop et
al., (2002, 2005) find that the loss of managdiaus had a negative effect on delivery of
health services. There has also been considerabtest in whether improved health care qual-
ity outcomes can be gained from concentrating dspital care through mergers. For example,
Williams et al. (2006) find that hospitabncentratiordecreased hospital quality while hospital

competitionincreased it. Sowden et al. (1997) conclude tiexietis no good evidence to indi-

cate that increasing volume will result in improwts in quality outcomes when quality is

associated with volume,

These findings contrast with a study that took atigmt safety” approach to the integration of
two hospitals (Gering et al., 2005). The authomsctale that patient care is not disrupted and
that post-integration data show that performanogaieed constant or improved for the prede-
fined measures of access and quality. Overall posviindings on quality outcomes are mixed.
The difficulty of defining and agreeing on qualityeasures (highly disputed) seem not only to
have produced mixed findings, but also to havetdichiresearch on quality outcomes after
mergers (Bazzoli et al., 2004; Sowden et al., 1997)

2.2.4 Suggested explanations

Previous research suggests that the hospitalssagdlyuable to consolidate and integrate ad-
ministrative functions, but clinical integrationhiarder to achieve. One explanation is that roles,
responsibilities, and lines of authority are cleaadministrative hierarchies, which makes it
straightforward to identify duplicative functionadarationalize administration (Bazzoli et al.,
2004). Research posits that these facilitatingpofachre not present in clinical structures, which
makes clinical integration much more complex (lbid.
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Research also points to the obstructive role megicdessionals take by altering the pace of
integration (Ibid.). Fulop et al., (2002, 2005)dely attribute delays in clinical integration to

those in leadership positions who fail to anticgpiie disruptive effects on clinical staff. Over-
all, researchers agree that integration of clinitegdartments requires time to build trust, to ob-
tain buy-ins, and to deal with resistance fromrtteglical professionals (Bazzoli et al., 2004).

Another explanation for “dysfunctional outcomes’hafspital mergers is offered from an insti-
tutional perspective. Within this thought scho@searchers assert that the logic of market-
managerialism (e.g. NPM) has increasingly gainéidence in the public sector through mana-
gerial innovations such as mergers (see e.g. Fadi@7; Kitchener & Gask, 2003). Hence,
leading institutional scholars largely attributerge failures to the conflict between market-
managerialism and medical professionalism inherehealth care. Deeply embedded profes-
sional structures combined with multiple dominapalitions of stakeholders in governmental
sectors (i.e. conflicting agendas of politiciansions, media, patients) make mergers and other
examples of radical change attempts such as BPRirfida & Champy, 1993) are not only ex-
tremely difficult to effect (McNulty & Ferlie, 2002004), but also ill-suited in public health
care (Cooper et al., 2006; Kitchener, 2002).

Even if various explanations have been suggestatidéchigh rate of hospital merger failures, a
vast majority of previous research attributes tlagnnobstacle for bringing hospitals together to
the horizontal difference®etween the merging organizations (see e.g. Fetlgy., 2002: 5).
For example, the tendency for one management tealoniinate the other is mentioned as an
early “horizontal” tension that may impede inteti@dbange at later stages (Cohen & Jennings,
2005; Fulop et al., 2002; Kastor, 2003).

2.2.5 The case of university hospitals

Introduction

Mergers of university hospitals have historicalgeh relatively rare within the health care sec-
tor. However, during the 1990s, several leadingemity hospitals in the US merged (Kastor,
2003, 2010a, b). In Sweden, three high profile ersity hospital mergers occurred in the first
decade of the 2000s. Apart from two reports onShklgrenska University Hospital merger

(Brorstrém, 2004; Hallin, 2000), there is no Swhdigsearch available on university hospital
mergers. Because most of the research comes frath Nmerica, findings summarized here

largely originate from this scarce pool of research

Merger motives

A review of the research clearly shows that bottimm-economics and not medical or quality
concerns drove university hospital mergers in Néutterica (Kastor, 2003, 2010a, b; Mallon,
2003; Pellegrini, 2001). For example, Kastor (200310a, b) observes that income did not
match expenses, and the hope was that hospitaheemuld rise or at least not decline further
through mergers. Although the potential to comptenta internal shortcomings inspired many
of the merger makers, Kastor (2003) claims thatemity hospitals consolidated to build up
market power. Overall, US mergers seem to haveviell an industrial model driven by in-
creasing financial and market pressure just asmagademic hospitals (Kastor, 2003, 2010a,
b; Mallon, 2003; Pellegrini, 2001). In contrast, edlish studies of a merger including one uni-
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versity hospital (the Sahlgrenska University Haadpiherger) report that an additional stated
merger motive in parallel with increased econonfiiciency was to optimize conditions for
research and education that would strengthen th@eadc mission (Brorstrom, 2004; Hallin,
2000). Kitchener (2002) offers yet an alternativetive. By studying the field of university
hospitals including an in-depth case study of #iled merger attempt of UCSF/Stanford (dis-
solved on 1 April 2000), Kitchener (2002) suggdiséd as part of the political agenda to repress
the prevailing institutional logic of professiorsath, executives are expected to uncritically
adopt certain managerial innovations, such as mgrgemaintain organizational legitimacy.

Merger outcomes

Kastor has reported on four mergers involving eigtiversity hospitals in the US with differ-
ent outcomes (Kastor, 2003, 2010a, b). From anagnanpoint of view (i.e. stated motive), he
concludes that two mergers are qualified succeSBestners” in Boston and “New York -
Presbyterian Hospital” in New York) and two arduags (“UCSF-Stanford” in California and
“Mount Sinai-NYU Health” in New York) that resulted dissolution of the mergers (i.e. legal
separation) (lbid.). As one interviewee stated:€Therger took two integrated functioning en-
tities and converted them into three dysfunctiamities” (Kastor 2010b: 1831). In addition to
these cases, the merger between North Shore Hagdtem and Long Island Jewish Health
System is considered “a very strong successful ener@ohen & Jennings, 2005: 178),
whereas the merger between Penn State Universitysaisinger Health System was a failed
merger resulting in dissolution two and a half geafter the announcement (Mallon, 2003;
Pellegrini, 2001). In the case of the Sahlgrenskivéssity Hospital merger in Sweden, loss of
cost control and existing economic problems weile repported six years after the formal
merger announcement (Brorstrém, 2004). Researatrgnshows that rapid consolidation of
nonclinical departments (i.e. administrative fumcs) with single leadership appointments
were achieved early on, but that clinical integratstalled (Cohen & Jennings, 2005; Kastor,
2003). In addition, Kastor (2003) also find coesable integration of educational activities in
successfully merging hospitals. In sum, the motasmd outcomes of university hospital merg-
ers reported in the past are mixed.

Suggested explanations

So, how do these scholars explain outcomes of tgifyenospital mergers, and do these differ
from mergers of “ordinary” hospital? Some researstaim early and escalating financial
losses contribute to the dissolution and the failofr mergers (Kastor, 2010b; Mallon, 2003;
Pellegrini, 2001). Kitchener (2002: 392), howeagrees with Staw and Epstein (2000) stating
that dysfunctional outcomes may arise “when exeestjump on bandwagons to adopt certain
merger myths uncritically”. He argues that agaihsetbasis of market-managerialism, powerful
change agents (e.g. the popular business pressessideaders, business schools, the manage-
ment consultant industry) have promoted mergersuszessfully that they have achieved
mythical attributes (Meyer & Rowan, 1977). This, dxgues, explains why the intended out-
comes of merger rarely emerge when managerial atiams are “sedimented” (Cooper et al.
1996) uncritically upon the enduring structurepaffessionalism.

Kastor (2003) also notes that the conflict betweemnomic, medical and academic logics can
pose obstacles to successful integration. Howéwex, more recent study, Kastor (2010b) at-
tributes the main reason for university hospitalrgee failure (such as Mount Sinai-NYU

Health System and UCSF/Stanford) to the “horizénalsions, clashes and oppositions exist-
ing at different levels of the faculties, medicahaol, senior leadership and trustees of the
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merging organizations. His focus on horizontalat#hces is in line with a review of over a
dozen university hospital mergers where each mermptuded at least one AH@Cohen &
Jennings, 2005 Cohen and Jennings (2005: 176) even suggestdpeitne dominant reason
for merger failure is cultural incompatibility beten the two organizations” (see also Shaw,
2003). Again, the horizontal tension as the majlanation for university hospital merger fail-
ures does not differ from those found in the gdmeeager and health care literature.

2.2.6 General conclusions

Overall, the evidence on merger outcomes from taspiergers seems mixed, patchy and
even contradictory. However, Bazzoli et al. (2006d)e that although studies of the effects of
horizontal hospital mergers seem to yield a mifrafings, a closer look reveals that some key
results have been fairly consistent. These morergéfindings reported from an extensive re-
view of twenty years of hospital restructuring tibge with short comments on related articles
are presented next.

Initial and quick consolidation of administratioistudies by Bazzoli et al. (2002) and case
studies by Lesser and Brewster (2001) found sutdesmsolidation of administrative func-
tions (e.g. financial management, human resouroesaged care contracting, administrative
practices, strategic planning, and quality ass@rdncctions) among horizontally merged hos-
pitals. Consistent with these studies, Eberha@®1? and Wicks et al. (1998) found that ad-
ministrative functions were consolidated by merdigpitals, and that these actions typically
occurred quickly.

Obstacles when integrating clinical servic®gith the consolidation of the administration com-
pleted, the hospitals studied by Eberhardt (208d)ded on consolidating patient support func-
tions and low-volume clinical services. This, tsacceeded without much difficulty, but the
hospitals stumbled with the next step, namely, vgickde clinical service consolidation and the
closure of one of the merging hospitals. Theseiessuaire consistent with Fulop et al.’s (2002,
2005) findings that senior management had underet&d the timescale and effort required for
the merger (service developments were delayed l®ast 18 months). Although Shortell et al.
(1994) have suggested that quick consolidationdafiaistration (i.e. “small wins”) may pro-
vide the basis for dealing with tougher issueslatex point (i.e. more complex clinical integra-
tion), the studies noted above provide little supfor this view.

Full mergers lead to cost savingéone were to look at studies that examine onlly fonerged
hospitals (i.e. legal mergers under one licenseamtkr) and not include those with multi-
hospital affiliations, one would observe more cstgsicy in results. Namely, several studies on
full mergers per se have achieved positive coshgavAlexander et al., 1996; Connor et al.,
1998; Dranove, 1998; Eberhardt, 2001; Lesser & Btexy2001). All studies that have found
Nno costs savings or cost increases examined nadpial arrangements (Dranove et al., 1996).
Recent research by Dranove and Lindrooth (2003pifsgedly contrasted cost changes after
mergers with cost changes after system affiliatibejr results confirm once again that full
mergers lead to cost savings, while loose systéhatidns do not.

Limited and minimal cost saving&lthough it may be tempting to conclude that fidsat mer-

gers are essential for achieving at least somesew#tgs from hospital mergers, the results of
these studies indicate that cost savings frommadtgers are quite limited. They tend to be
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small (Connor et al., 1998; Lesser & Brewster, 306iay simply represent movements away
from prior inefficiency (Alexander et al., 1996)edimited to smaller hospitals and are quickly
exhausted (Dranove, 1998), largely result from adbtrative savings (Eberhardt, 2001), and
may simply be one-shot savings rather than rechstio rates of cost growth (for further de-
tails, see the review by Bazzoli et al., 2004).

With financial motives, high failure rate and tharikhontal tension as the main outcome expla-
nation, we can clearly see that the literature esith care mergers (including the case of uni-
versity hospitals) does not differ fundamentallgnir the traditional merger literature. In par-
ticular, it largely agrees with the merger literaton professional service firms.
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2.3 THEORETICAL PERSPECTIVES ON MERGERS

2.3.1 Introduction

Since the 1960s, the phenomenon of mergers hastatirthe research interest from a broad
range of disciplines. Within each discipline, sfg@int advances have been made. After more
than 40 years of research, the area of “mergers’therefore been firmly established as a dis-
tinct research field (Cartwright & Schoenberg, 2086hweiger & Walsh, 1990). In this sec-
tion, the dominant theoretical perspectives thathemerged are outlined using Haspeslagh
and Jemison’s (1991) well-cited categories:tig capital markets school, 2) the strategy
school), 3) the organizational behaviour schantl 4) the process schodAlthough all these
schools concentrate on mergers, each school isdaota different elementary research ques-
tions.

2.3.2 The capital markets school

The capital markets (or financial) school is theest school and can be traced back to the early
1960s. Finance scholars have primarily focusedernssue of whether mergers are wealth cre-
ating or wealth diminishing events for sharehold&te capital markets school is typically in-
terested in mergers’ impact on the financial penfonce of firms on an aggregate level, meas-
ured as shareholder value. The fundamental questitbo mergers create value, and if so for
whom?” (see e.g. Chatterjee, 1986). Researcheahssirschool perceive value as “shareholder
value” and value creation as “economic gains fer gshareholders”. The methodological ap-
proach used is to study share prices of mergimgsfiduring periods surrounding the merger
announcement. Two continuing research issues witlisnschool are a) how to measure the
financial performance of a merger and b) the dividietween the interests of the target firm
and those of the acquiring firm.

2.3.3 The strategic school

In the 1980s, the strategic school developed @&s@onse to the fact that the capital markets
school could not explain merger outcomes, spetlifithe high number of reported “failed
mergers” (see Section 2.1.4). Although it has littkshe capital markets school, the strategy
school is more interested in the effect of mergerdhe business performance of individual
firms. The strategy school is primarily concerneithvi) finding ways of maximizing profit
through mergers and ii) avoiding obstacles tovhlge creation. Researchers in this school are
guided by two fundamental questions: a) what tyesergers e.g. related, unrelated (see Sec-
tion 1.3.1) are more likely to be successful imigiof improving profit and business perform-
ance? and b) how can one search for and evaluagersehat have the proper “strategic'fit”
for maximizing profit? Hence, researchers in thiha®l are usually divided into two sub-
groups: a) the performance group and b) the plagreem. The first subgroup tends to focus
more on the extent to which a potential target fismelated to a firm's existing business. The
second subgroup typically includes academics, dtamgs and reflective practitioners and is
therefore more interested in providing firms witlagtical advice on effective planning (Kitch-
ing, 1967). While little consensus has emerged fitusischool (King et al., 2004), researchers
at least agree that mergers’ underperformance tamnaufficiently accounted for by the
“goodness of the strategic fit” alone without takinto account the wider integration process.
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2.3.4 The organizational behaviour school

The organizational behaviour school (hereafterQBeschool) developed as a response to the
inability of "the capital markets school” or “thérategic school” to explain the high rate of
merger failure (see Section 2.1.4). This schooldfes sympathized with employee concerns,
and has closely examined employee reactions thdttte resistance to change (Cartwright &
Cooper, 1992; Napier, 1989). With its diverse orisgin psychology, organizational behaviour
and human resource management, researchers isctiisl have tried to explain merger un-
derperformance in terms of the cumulative dysfameti impact that the subsequent integration
process has on individual members of the organizafihus this school is often said to deal
with the “soft” aspects of mergers (Cartwright &dper, 1993). The OB-school can roughly be
divided into three groups: 1) human resource manageresearchers, 2) crisis researchers and
3) culture researchers. The human resource managgnoelp focuses on the human problems
(anxiety, stress, ambiguity, etc.) that employegslived in the post-merger process experience,
and on ways to prevent or minimize these probléanggxample, through extensive communi-
cation (Schweiger & DeNisi, 1991). The crisis graigws mergers as one example of organ-
izational crisis, whereas the culture group isregted in the cultural compatibility between the
merging organizations (Buono et al., 1985; Nahav&nialekzadeh, 1988). The OB-school
typically explains merger failure with poor orgaational or culture fit' (in this thesis, referred

to as “horizontal”), which has long dominated as ofithe main explanations for merger out-
come (see Section 2.1.5). The main goals for thied is to find out i) why problems occur in
post-merger integration processes and ii) how ¢ddasuch problems in order to meet intended
goals from a managerial perspective (profit, shaldeh value). This growing field of research
has produced rather mixed and often contradictesylts to date (Cartwright & Schoenberg,
2006).

2.3.5 The process school

Among the four schools described here, the prasssol is the newest and the fastest growing
thought school. Like the other schools, the prosebsol has developed as a response to previ-
ous research’s inability to explain merger outcoimes satisfactory way. The process school is
often described as a blend of the strategic schaotiphasis on economic performance on or-
ganizational level (“hard aspects”) and the OB-stbedocus on cultural challenges on indi-
vidual level (“soft aspects”). The process schsamiainly concerned with how the processes
affect merger outcomes. Hence, the link betweemtbiger process and the outcome of that
process is of main interest (Haspeslagh & Jemis881). Process school researchers are also
concerned with the issue of how the managemenseacts to create value in the integration
process. For example, Seth et al. (2002) obseruander of biases in the process, including
drawing the wrong analogies, the illusion of cohtamd the escalation of commitment, by spe-
cifically pointing out “managerial hubris” drivingxecutive post-merger work. Research has
also showrthatthe change approach selected by managers may tiasid@rable effect on the
outcome. For example, a recent longitudinal studihee large, multi-site public sector or-
ganizations shows that an incremental approachefenped in terms of producing more satis-
factory outcomes for individuals (Kavanagh & Ashkanasy,&0@s in most merger research,
the process school has found it difficult to draamgyal conclusions. A possible reason may be
that mergers seem to be highly context sensitivectwimplies that care must be taken when
generalizing findings from one domain to anothee(s.g. Kitchener, 2002; McNulty & Ferlie,
2002; 2004).
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2.3.6 Current trends and recent advances

The merger literature continues to be dominatetheycapital markets school, with a high con-
centration of financial studies continuously comirgm the US and the UK, although the hu-
man or “soft” aspects of mergers have received nattiention in recent years (Cartwright,
2005). Within the capital markets and strategicostd) much current research deals with the
identification of the antecedents of the varianiceseturns for “the acquirers” (see Section
2.1.7). As an example, Sudarsanam and Mahate (2006¥ that single hostile bids, despite
negative press, deliver higher financial returr@thther bidder types (such as friendly or mul-
tiple hostile bidders). Within the OB-school, aiiog stream of international studies with a
focus on cultural differences and cross-culturaklees at national levels can be noted, which
matches the increase in cross-border mergade{Berg & Vaara, 2003). Within the process
school, a recent study (Teerikangas & Very, 20€6jtto sort out some of the issues on the
current inconsistency in the research evidencesd laeithors suggest that more longitudinal
studies are needed. Cartwright and Schoenberg X 2@@6, however, that longitudinal studies
are rare because it is difficult to maintain repreative sample sizes over time, particularly
because attrition rates are higher than normaldrgers. Because “a huge portion of variance
remains unexplained” (see Cartwright & Schoenb20§6: 4) by unspecified variables, exist-
ing knowledge is incomplete in some way, which iegichanges to both theory and research
methods (King et al., 2004: 188). As guidelinesftdgure opportunities, recent independent
meta-studies are particularly noteworthy, whichatote that a greater recognitionmbcess-
orientedstudies is needed in future merger research (ge&iag et al., 2004). Leading schol-
ars in the health care management literature aalsert that future research on hospital mergers
should look at aspects that link the process ofighdo the outcomes of change if new insights
are to be made (Bazzoli et al., 2004; McNulty &liee2002, 2004).
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3 RATIONALE OF THE THESIS

3.1 POSITIONING THE THESIS

In a direct response to the current call for mooegss-oriented studies, this thesis is positioned
within the newest and fastest growing dominant ghowschool: the process school. In fact,
leading scholars from various disciplines have tified the merger process as a core issue be-
cause of its indisputable influence on merger auesm (Haspeslagh & Jemison, 1991; Porter,
1987; Shrivastava, 1986). Above all, process rebess point out that there are impediments
embedded in the actual merger process that ob&swemplexity and thereby makes it diffi-
cult for managers to take a holistic view of chadjes in advance (see e.g. Jemison & Sitkin,
1986). In other words, leading scholars of the @sscschool (e.g. Greenwood et al., 1994,
Jemison & Sitkin, 1986; McNulty & Ferlie, 2002) titize and question other schools' assump-
tion that management has the ability to anticiaté handle relevant strategic and organiza-
tional differences (see Section 2.3.3). In essaheeprocess school takes the critical and com-
plex link betweerprocess and outconas its point of departure (see also Section 2.2/&hin

the health care restructuring literature, very fearger studies have examined the link between
process and outcome (Bazzoli et al., 2004). To temmgnt current merger literature, this thesis
devotes considerable attention to the pre- andrpesger processes in order to identify and
better understand the critical factors that magaifthe process development and outcome of
hospital mergers.

3.2 GENERAL AIM

Although the process school is the latest sigmfi¢heoretical school to produce a substantial
amount of research, there is still little knowledgethe merger processes in large and complex
organizations, especially in professionalized, jpubérvice settings such as health care. Fur-
thermore, the literature emphasizes that integrai@n organizational issue that must be dealt
with at all organizational levels if the full effgs to be realized (Shrivastava, 1986). Stilldstu
ies of hospital mergers that deal with all the arggtional levels are rare. This thesis fills iden-
tified knowledge gap by addressing and linkaligorganizational levels.e. from the political
decision level, executive management and clinicaiagement levels to the clinical staff level.
In addition, unlike most other merger studies, thissis explores botpre- and post-merger
processesT herefore, the general aim of this thesis iHs\s:

To explore a merger of two university hospitals] #mereby to add to the limited stock of em-
pirical research on merger processes in public @ehealth care. The theoretical aim is to in-
crease the understanding of the pitfalls and pdlggis in merger processes at large and com-
plex organizations, especially in professionalizadlic service settings.
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3.3 SPECIFIC OBJECTIVES

3.3.1 Rationale of Study I

Several researchers have recognizegthemerger procesas a potentially important determi-
nant of merger outcomes (Denis et al., 1992; Héaglest Jemison, 1991; Jemison & Sitkin,
1986; Trautwein, 1990). For example, research shbaisinappropriate decision-making and
negotiation in the early phases of merger processetead to inferior merger outcomes (lbid.).
Furthermore, Haspeslagh and Jemison (1991) rdmartrianagement’s efforts to justify merg-
ers in the pre-merger process tend to produce plified picture of merger motives. This in
turn can lead to problems when conditions changlernpost-merger integration process, for
example, with the introduction of new key playétewever, a stronger research interest in the
consequences of mergers than in their antecedastmbant that relatively little attention has
been paid to pre-merger processes and merger maien though motives may explain why
mergers occur (Trautwein, 1990). Research shovighhaclassic merger motive based on the
efficiency theory is insufficient as an explanatminthe integration process and its outcome.
Therefore it is recommended that merger reseamhicie redirected toward explanations that
build on decision-making processes and conflictipgls in the pre-merger process (Denis et
al., 1992; Trautwein, 1990).

The relationship between tipee-merger procesand thepost-merger process, given its im-
portance, understudied. Most researchers in theepsoschool focus on the post-merger inte-
gration process. This focus leaves the pre-memggsidn-making process in a scientific “blind
spot”, which is even more evident in health caneorder to fill this knowledge gap, the first
study places the pre-merger decision-making praatetsee centre. The objective of this study is
as follows:

To examine how and why a decision to merge tweasify hospitals might occur in a public
sector context.

3.3.2 Rationale of Study II

An imperative finding within the process schootlie importance of top management for the
outcome and success of the post-merger proces® @eEinkelstein, 1999; Kitching, 1967,
Larsson, 1990). Larsson (1990) further arguesrttaatagement’s post-merger work is empiri-
cally distinguishable from other organizational pb@ena.For example, research shows that
successful integration of an entire organizatiaqquires first a successful horizontal integration
of the top management group (Santala, 1996). Qé&saarchers suggest that “managerial hu-
bris™ (Seth et al., 2002) may contribute to failed mesg8uch hubris may prohibit a holistic
view of the organization and a realistic identifioa of relevant differences (Ibid.). Taken to-
gether, process researchers agree that it is elfremportant to study top management’s ac-
tions and handling of the post-merger integratimcess as a way to better understand critical
factors that may facilitate or obstruct intendeckess of mergers.
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Despite the fundamental role top management playise development and outcome of post-
merger processes, few merger studies look spdbjifiiathe role and work of the top manage-

ment group (Schriber, 2008). This research gapes enore evident in public sector health

care. In order to fill this gap, the second stuthc@s top management’s post-merger work at
the centre. The objective of this study is as feio

To examine top management’s work in implementingeng defined as radical change initia-
tives.

3.3.3 Rationale of Study Il

An important observation of the process schoohéimportance of the operational manage-
ment (i.e. the clinical management in the healtle cantext) to the outcome of the integration
process. For example, some studies suggest thagelmograms presented as radical depar-
tures often flounder because they are impropedmnéd by top management (Pondy & Hoff,
1988; Reger et al., 1994), but that even inappatgdyi framed change initiatives still can guide
an organization if managed correctly by operation@dle managers (Bamford & Forrester,
2003). Thus, it is essential to also examine hamwoell management deals with the post-merger
integration process if we are to understand ctifigetors that may advance or obstruct the
achievement of intended goals following a hospitafger.

It is not self-evident, however, that managemeoalhas a central role in the post-merger in-
tegration process. In professional service firnee (Section 2.1.6), merger research clearly
points out that employees are critical to the dgwelent and outcome of integration processes
(Empson, 2000, 2001; Greenwood et al., 1994; Ldvste al., 2003). Particularly in health
care, it has been shown that professionals typicatiate/obstruct and control the pace and the
direction of the integration process (see e.g. raibal., 2002, 2005). Although professional
organizations have unique characteristics thaindisish them from manufacturing companies
in the traditional industry, merger researchersehlavgely neglected them (Lowstedt et al.,
2003).

In addition, it is (obviously) important to studyet consequences for clinical units in order to
better understand why hospital mergers may sucoeéll. Still, most research on university
hospital mergers largely focuses on the hospittiesinit of analysis (Kastor, 2003; Kitchener,
2002). This focus means that the integration psoé<linical departments has not been ade-
quately studied. To better understand the crifaabrs that may help or hinder clinical integra-
tion following a hospital merger, the third stuactfises on clinical integration processes. The
objective of the last study is as follows:

To examine clinical management’s efforts to intég@inical units following a hospital mer-
ger.
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4 METHODOLOGY

4.1 STUDY DESIGN

4.1.1 Why a case study design?

Case studies have become one of the most commantwvalp qualitative inquiry and are typi-
cally recommended as “the preferred strategy whew” or ‘why’ questions are posed, when
the investigator has little control over eventg] amen the focus is on contemporary phenome-
non within some real-life context” (Yin, 2003: Huch was the case of this research project.
The case study design is also suitable when thesfiscon describing the history of a past phe-
nomenon and/or on understanding processes nohgetughly researched (Eisenhardt, 1989;
Leonard-Barton, 1990The phenomenon of interest for this study was theand post-merger
processes of large and complex organizations.

4.1.2 Why the Karolinska University Hospital merger  ?

Since case studies allow researchers to identifgtitoand meaningful characteristics of real-
life events, the need for a single overarching cagdy arose early in the research planning
process. Given the desire to understand how andedtyxhange processes evolve in large and
complex organizations, the flagship merger of twibligly funded university hospitals in
Stockholm, Sweden - the Karolinska Hospital andthddinge University Hospital - seemed a
“purposive” way to study the phenomenon (Miles &ddtman, 1994). For several reasons, this
merger is a highly interesting case that provideslestantively and theoretically critical exam-
ple.

Firstly, in the field of health care, universitydpital units and services are organized in large
and complex systems in which many decisions aréeimgnted across organizational bounda-
ries and across occupational and professional grgsipSecondly, within this field, university
hospitals represent a more highly complex orgaiezahan, for example, “ordinary” hospitals
and traditional companies (Goldsmith, 1999). Oresoe is that university hospitals are em-
bedded within multiple institutionalized fields there constituted by competing sets of rules
and norms concerning how participants should opdiitMaggio & Powell, 1983; Kitchener,
2002). Thirdly, mergers represent a case of aemmdly difficult change process in which mul-
tiple factors may cause failure more often thancess (Cartwright & Schoenberg, 2006;
Kavanagh & Ashkanasy, 2006).

Hence, an analysis of a merger of university halpitithin its real-life context would permit
an in-depth exploration of the attempt to implemantighly complex change process in a
highly complex change context (i.e. professiondlizaublic service settings). The analysis of
such a merger in a field with “deep layers of cotimgeinstitutional logics” would also provide

a rare opportunity to examine a merger as a caseradlical change attempt similar to other
radical restructuring tools applied in health caech as Business Process Re-engineering
(Hammer & Champy, 1993; McNulty & Ferlie, 2002, 2Q0Finally, a single case design is
eminently justified when the case represents aeme/unique case or rare circumstance (Yin,
2003). For all these reasons, the case of the Kigen was considered an excellent choice for
the research purpose of this thesis.
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4.1.3 Embedded case study design

Single cases are a common case study design. ¥@8)2lescribes two variants: those using
the holistic design and those using embedded ahasalysis. A typical problem with the ho-
listic design is that the entire case study maygdmucted at an abstract level, where opera-
tional detail of the phenomena is lacking. On tlieephand, a major concern with embedded
design is that the case study focuses only onuhanit level and fails to return to the larger
unit of analysis. To extend the analysis, and thete enhance potential insights into the single
case, this thesis uses the embedded design, vehitle imore complex variant of single case
design. This means that several units of analysi®wvolved. The main unit is the hospital
organization (represented by the executive manageamsl the board) within a larger change
context (represented by the regional governmenttlamanedical university), with the clinical
departments as the smallest unit of analysis (septed by clinical managers and clinical staff
members). Following literature’s guidelines for gding embedded cases, two embedded cases
of clinical integration process were chosen bagethaximum variation on the outcome vari-
able (Denzin & Lincoln, 2008) Each case represents two formally merged clirdegiart-
ments (four clinical departments in total) of tlen clinical speciality from each hospital site
pre-merger (i.e. KH and HUH).

4.2 DATA COLLECTION

4.2.1 Interviews

Because the interview is considered one of the ingsdrtant sources of case study informa-
tion (Yin, 2003), interviews were used as the ndsta source for the three studies in this the-
sis. When existing theory or literature on the mmeanon studied is limited, interviews with
open-ended questions are highly recommended (Kst&hannon, 2005) rather than questions
derived from a pre-existing theory. Following theosg recommendation to conduct guided
conversations with a fluid stream of questionseathan rigidly structured queries (Rubin &
Rubin, 1995), open-ended interviews were conduatgedad of working from a predetermined
list of questions. This meant that a core set eStans, with the overarching topic of “the mer-
ger” was posed to all respondents. Other questimispecified in advance, were only asked if
they seemed useful (Ibid.).

This approach meant that the interviewer had ts fhroughout the interview session: (a) to
follow the line of inquiry, as reflected by the eastudy protocol, and (b) simultaneously to
pose non-threatening questions that would elidiiased answers. This approach also allowed
the collection of rich descriptions and concreteriss about organizational life, which
Czarniawska (1997) argues is important for capguand understanding the uncharted territo-
ries of organizational phenomena, such as in thge.cQuotations from the interviews are
mainly used in the thesis to illustrate importantiihgs and to give the reader a direct link to
the rich raw data on which the analysis rests. Ating to Yin (2003), respondents may also
suggest other persons to interview, as well astgoimther sources of evidence (e.g. docu-
ments). The more a respondent assists in this mathieemore the role may be considered one
of an “informant” rather than a respondent (YinQ2p For example, the initial sample of inter-
view respondents in Study |, suggested other keplpevho had insights into or had partici-
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pated in the pre-merger process. These intervieaeesaccordingly identified as “key infor-
mants” in Study I. Each interview generally lasbetween one and two hours. The same inter-
viewer (the thesis author) conducted all interviewface-to-face meetings in the interviewees’
natural work settings. In total, 57 individuals wénterviewed.

4.2.2 Documents

According to the methodology literature, documeantaformation is relevant to every case
study topic (Yin, 2003). Numerous documents wergefore collected for all three studies.
These were public documents (annual reports, neatinutes, questionnaires/surveys, public
inquiries, budget data, media reports, web pagemumncements, progress reports, newsletters,
etc.) and non-public documents (notes, performaneasures, memoranda, letters, internal
presentations, decision-making data, e-mail messagfe.). Documents must be carefully
treated in the research process since they maglways be accurate (e.g. newspaper articles).
Therefore particular care was taken in the integtisn of the documentary evidence in order
to make certain that it was not prepared for sopgeiic purpose (other than this research).
Documentary data is particularly essential foragtective reconstruction of the case history of
a past phenomenon such as in Study I. Documentshelp to verify key information ex-
pressed in individual interviews such as finanpedformance, formal goals and outcomes as
well as the organizational structure, vision amdtsgic plans, etc. In fact, Yin (2003) claims
that in case studies the most important use ofrdeats is to corroborate and augment evi-
dence from other sources (i.e. triangulation).

4.2.3 Observations

Observational evidence often provides useful aofthi information about relevant behaviours
or environmental conditions, especially if the phena of interest are not purely historical.
An essential requirement is that the observatiake place in natural settings and not in ex-
perimental ones. Because the interest of Studyadl to examine the work and dynamics of ex-
ecutive management in real-life, several fieldtsisiere made to the relevant site. Specifically,
the investigator (the thesis author) participateddp management's weekly meetings and
lunches during 2005 and 2006. This observation afasnon-participantnature because par-
ticipant-observation may produce potential biasee Becker, 1958). Also, the observer may
lack the time to take notes and the opportunitwéok as an external observer, as a good ob-
server must. A direct non-participant who watched gecords the top management in action
obtains important data on several topics such aspgdynamics and the handling of unex-
pected managerial challenges (e.g. in this resgtirelreluctant dismissal of a clinical Direc-
tor). These observations were also useful in vieghppinions expressed at individual inter-
views about management’s work logic and the pragoéshe post-merger process. When ana-
lysing managerial work, it is important to balaweeat people say they do (espoused behav-
iour) in individual interviews against what theytully do (observed behaviour). The observa-
tions permitted the recording of actual behaviather than espoused belieft total, 24
hours of top management meetings were observedy($tiu In addition, some observational
data from informal sessions (e.g. lunches and bjeagre also collected.

23



4.2.4 Time period

Overall, retrospective data (Study 1) as well as da real time (Studies Il and Ill) were col-
lected across the organization as a whole (Stahdll) and from the clinical departments in-
cluded in the two embedded cases (Study IIl). Tk studies together, this thesis reports on
the pre- and post-merger processes of the KUH mégggveen the years of 1995 and 2007.
Collection of research data was concentrated td 20@ 2007, which covered the three-year
period the regional government gave the top manageto fulfil their formal merger assign-
ment. This period also coincided with the duraidrihe top management group analyzed in
Study Il. In 2010, Study Il was complemented wiléita to get long-term indications on the
clinical integration status six years post-merger.

4.3 DATA ANALYSIS

4.3.1 Data structuring

For the three studies, a specific step-by-stepgaa® was used to structure the empirical data.
This process is briefly described nékEirstly, a research assistant transcribed thevietes
that had been recorded on digital audiotapes Wbod files), which were then exported to a
database using the Qualitative Research Softwa¥vtN7.0". The thesis author read the in-
terviews and the documents iteratively to obtagemse of the whole (Tesch, 1990). Secondly,
the data were read word by word to derive thembes. Wias done by first highlighting the exact
words from the text that appeared to capture keughts or concepts, and then by analysing
the first impressions. Thirdly, this process camtid by assigning labels to themes that reflected
more than one key thought or concept. These careetlgifrom the text and became the initial
coding scheme. Finally, a tree diagram was devdlope\Vivo 7.0 to help organize these
categories into a hierarchical structure. To addiles internal validity of the data, references to
observational and documentary data were also mofsdfivo 7.0.

4.3.2 Pattern identification

To identify empirical patterns, the data was sestdior dominant themes. These were recur-
ring themes that had been mentioned as importahfamative to the merger process by sev-
eral respondents and/or stakeholder groups indepégdof each other. Next, the dominant
themes identified were coded and mapped into caesgand subcategories based on how they
related to each other. For example, by mapping ¢seamd key events in chronological order
the case descriptions of the pre- and post memeepses were reconstructed. During the en-
tire process, the themes were iteratively categdrirevised and compared. Finally, the emer-
gent categories were used to organize and groupethénto meaningful clusters or patterns
(Coffey & Atkinson, 1996; Patton, 2002). The pattetentification process also involved dis-
cussions with colleagues, who challenged and aquesdi the emerging themes/patterns in
working towards agreement (Patton, 2002; Yin, 1999)

Although the identification of empirical patterr@léwed a similar procedure, one distinguish-
ing aspect should be noted. For Study | and Stildgr inductive or data-driven approach was
used for the identification process of dominantrtes and empirical patterns. This is generally
recommended when the aim is to describe a phenaonsrbexisting theory on the phenome-
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non is limited (Hsieh and Shannon, 2002). This ragiat researchers avoid using precon-
ceived categories, and instead allow the categaridsnames for the categories to flow from
the data. For Study Il, a combination of a dataedri(induction) and theory-driven (deduction)

techniques was used (i.e. abduction). The ratidisalasing an “abductive approach” was the

pre-existence of substantial amount of relevaatdiure that we could draw on (whereas the
phenomena was considered largely unstudied in Stagt Study IlI).

4.3.3 Theoretical interpretation

The primary purpose for incorporating existing e in this thesis was to develop a deeper
understanding of the discovered empirical pattérasies and also enable theoretical generali-
zation. In Study |, the aim was to find applicabézision theories that might offer possible ex-
planations of the pre-merger decision-making preddswever, the search for applicable theo-
ries within the general management literature pidwaitless. Following discussions with col-
leagues, the neo-institutional take on decisioitigeemed to be more relevant to interpret the
empirical findings in Study I. Specifically, by agi the neo-institutional concept aftionand
decision rationality a theoretical explanation of the decision-makingcess and its outcome
was allowed. In Study I, a combination of theoriesn the merger literature, change man-
agement and the neo-institutional concept of radicange was used to interpret and explain
the patterns of executive work found. In Study dinpirical findings in the two embedded
cases were discussed and compared against therrfiemgdure as well as a wider body of
change management literature. Overall, the litegattas used to increase the understanding of
identified empirical patterns and to externallyidate the empirical findings (i.e. theoretical
generalization). This also means that previousarebeand relevant theories are largely ad-
dressed in the discussion sections of the publigheales (see enclosed articles at the end).

4.4 ETHICAL CONSIDERATIONS

In accordance with the Swedish “Ethical Review Aegthical application for the research re-
ported in this thesis was submitted to and apprdyethe regional board in Stockholm (Dia-
rienummer: 2005/875-31). The “Ethical Review Acppties to research on living people, as
well as to research on the deceased, human bialagaterial, and sensitive personal informa-
tion. This research did not involve laboratory @guent, biological material or any other sensi-
tive personal information.

The prime research interest was of organizatioatlra (i.e. merger processes). Hence the in-
terviewees were asked questions regarding “the erieag the overarching theme. Moreover,

the interviewees were informed about the objectaas procedures of the interviews in ad-

vance. The voluntary nature of the intervieweeigiggtion was emphasized. All interviewees

gave their informed consent. To protect the anotyofithe interviewees, fictitious names are

used in the thesis. In the instances where theiqgosif an interviewee is unique and therefore

might be disclosed, the interviewee gave his orcoasent to be featured in the case descrip-
tions.
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4.4.1 Competing interest

This study was commissioned and partly funded leyrdgional government (i.e. the Stock-
holm County Council), which is the owner of thedita hospitals. The study design and all
research activities were independently createde®agons were reported orally to representa-
tives of the Stockholm County Council on variousasions. All publications are the result of
an independent research process.

Table 1:Methodology Overview

Study | Study 11 Study 11
_ Case study - Case study - Case study -
Study design . N :
Change context Holistic organization Embedded units
Pre-merger Post-merger Post-merger
Phenomenon g g g

decision-making process

integration process

integration process

Unit of analysis

Regional government

Hospital management

Clinicphdenent

Timeperiod 1995 - 2003 2004 - 2007 2004 — 2007 (+2010)
. Interviews .
Interviews Interviews
Data sources Documents
Documents . Documents
Observations
No. of interviews 35 22 22

Chronological reconstruction Chronological reconstruction

Thematic reconstruction

Data analysis Manual coding QRS-supported coding QRS-supported coding
Inductive approach Abductive approach Inductive approach
Triangulation Triangulation Triangulation
Data validation ; 9 g

Member checking

Member checking

Member checking
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5 FINDINGS

5.1 THE THREE STUDIES IN A NUTSHELL

Study

Objective

To examine how and why a
decision to merge two univer
sity hospitals might occur in g
public sector context.

To examine top managemen|
work in implementing merger
defined as radical change ini
tiatives.

'sSTo examine clinical manage-

s ment’s efforts to integrate clin
ical units following a hospital
merger.

M ethodology

This study reports from the
years 1995 to 2003. Based o
extensive document analysis
and 35 key informant inter-
views, the pre-merger proces|
was reconstructed in order to
identify empirical patterns,
which were interpreted by
applying neo-institutional the-
ory.

This study reports from the
nyears 2004 to 2007. Three
sources of data collection we
used: 22 interviews, observa-
stions and documents. An ab-
ductive approach (i.e. themesg
from the data and the litera-
ture) was used to reconstruct
and analyse executive man-
agement’s post-merger work.

This study reports from the
years 2004 to 2007. Based op
re22 interviews with clinical

staff members from four clin-
ics, two cases of clinical inte-
gration efforts were recon-
structed and compared. The
results were then discussed
using the merger and change
management literature.

Findings

Spanning nearly a decade, th
pre-merger process develope
from ideageneration through
transitionto formaldecision
The process took place on th
scientificandpolitical arenas.

The stated merger motives
were to enhanceesearch ex-
cellenceand to improveco-

nomic efficiency

By applying a neo-institutiong
perspective, the study finds
that the initial phases were
driven bydecision rationality
(which is typical in political
organizations) and that the
final phase was driven lac-
tion rationality, which is typi-
cal in private business firms.

Critical factors behind this
major change of decision logi
weremeans convergendkat
united key stakeholder group
and apolitico-economic crisis
which ultimately legitimized

the controversial merger deci-

sion.

The study shows that stated
and/or economic drivers may
not alone cause merger deci-
sions in the public sector.

eThe study describesliaear

dplanned top- down approach
to change in which a series o
disruptions occur. Hence, the

e study confirms théimitations
of the classic changgrategy
to explain radical change in
professional organizations.

An importantparadoxis iden-
tified: initial managerial suc-
cess seems to impair the

| change process further down
the organization. This finding
is contrary to merger litera-
ture’s prescription.

This study confirms that a
transition toconvergent
change is a more likely out-
come when aadical change
initiative is attempted in an
organization embedded in

alism.

5,

In professionalized settings
top management appears to
limited: toinitiate radical
change and to get the role of
scapegoatThe study also
reveals their difficult role vis-
a-vis multiple stakeholders
inherent in public sector.

cdeep structures of professiont

The study identifies three crit
ical factors that appear instru
f mental for the process and

outcome of integration efforts|.
These are clinical manage-
ment’s 1) interpretation of
institutional pressures 2) de-
sign of management system;
and 3) approach to change.

Obstructive factors are: 1) an
unfiltered interpretation of the
formal mandate from the top;
2) individual leadership; and

3) the use of a classic planne
top-down approach to change.

(o8

Supportive factors are: 1) are
interpretation of the formal

mandate to include competin
logics; 2) shared leadership in
a “hybrid system”; and 3) the
use of a an emergent bottom
up approach to change withir
planned boundaries.

L]

These findings are basical
PRonsistent with the merge
literature’s prescriptions fo
aprofessional organisations.

—

Originality

By taking a pre-merger per-
spective, this study offers a
rare empirical account of a

This study contributes to one

agency that is rarely discusse

university hospital merger.

important aspect of manageriabody of empirical research or

This study adds to the limited

dclinical integration following a

in the literature.

university hospital merger.
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5.2 A SUMMARY PRESENTATION OF THE THREE STUDIES

5.2.1 Case context

Health care in Sweden is the primary responsiboity21 regional self-governing bodies —
counties. Each regional population elects its ragiassembly — the county council. The coun-
ty levies a proportionate income tax on the poputatwhich is the main source of health care
funding. The financial contribution of the natiommvernment is approximately 10 per cent of
total health care expenditures, and is typicallgcated to health care providers as financial
incentives to promote national health policy gsalsh as improving access to care or increas-
ing patient safety.

Higher education is the primary task of nationavegoment. Universities, including medical
schools, are government agencies, funded by thearbeent of Education. State research
councils and private foundations award funds feeagch.

Stockholm County provides health care to a popmradf about 2 million people in the Stock-
holm region. In the early 1990s the County intragtua “purchaser-provider split”. A health
care board, composed of politicians who are appdiby the regional parliament, was assisted
by a secretariat of administrators and medical msp&his board is the purchaser of health
care. The County owns the health facilities, wiaoh part of the County governance structure.

During the last decade the Stockholm County detisiakers have: opened up the health care
market, increased competition by privatising Couatjlities, invited new private providers to
respond to tenders and, most recently, removedebmto market entrance and let the “money
follow the patients” according to the patients’ ides.

At the end of the 1990s the legal status of somen@ychospitals, including Huddinge Univer-
sity Hospital, was changed. These hospitals bedmmted companies, entirely owned by the
County. As limited companies, the hospitals haweoae independent position than the directly
managed hospitals. For instance, the companiesbwares of (non-executive) Directors who
are appointed by the owner (regional governmettitg Goard Directors are health care experts
rather than politicians.

In 2003, both Karolinska Hospital and Huddinge @nsity Hospital were County facilities and
part of the regional governance structure. Hospitatutives were appointede(factg by the
regional government, and decisions concerning tme&sts and infrastructure were made by
the regional parliament. Huddinge University Homlphiad the legal status of a limited com-
pany. However, when the two hospitals merged, tiélecame a directly managed unit. Al-
though a board of non-executive experts was apguhirthe board does not have, in real-life,
the legal rights and responsibilities of a limitminpany’s board of Directors.

Karolinska Institutet, a government institutionttieducates physicians and a number of allied
health care professions, is the major nationaligesvof medical and health-related research,
Based on national regulation, the Stockholm Coanty the Karolinska Institutet have signed a
contract for mutual cooperation in the fields o&ltte education and research. The County re-
ceives financial compensation from the nationalegoment for the additional costs of clinical

education and research that utilise County fagditiA number of bi-partisan committees over-
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see the cooperation. There are no formal orgaoizatiinks between the Karolinska Institutet
and the County.

The Stockholm university hospitals have traditibnptovided “super specialty” care as well as
“basic” specialised care in order to meet the ned¥ddinical education and research. These
hospitals have had a major role in providing headtle services to the population. Table 2 de-
picts some statistics on the size and activityhef hospitals in 2003 (pre-merger) and for the
merged hospital in 2004 (post-merger) .

Table 2: Key figures of university hospitals

KH HUH KUH

(2003) (2003) (2004)
Turnover (€M) 560 455 1030
Staff 8362 6565 15 393
Beds 1045 1089 1700
Visits 845 018 611 962 1400 000
Discharges 59 998 46 787 104 361
Year established 1940 1972 2004

Study I: Logics of pre-merger decision-making proce sses —

The case of Karolinska University Hospital

Introduction

On 9 December 2003, the Stockholm County Counok the formal decision to merge Karo-
linska Hospital and Huddinge University HospitaheTmerger decision was considered contro-
versial, complex and far from obvious. How couldezision considered “impossible” become
possible?

Background

In the merger literature, researchers have recedmizepre-merger decision-making process
as an important determinant of post-merger proaegsoutcomes. Nevertheless, most of the
merger research has focused onphst-merger integration processghis stronger interest in
merger consequences has resulted in modest atiguatic to merger antecedents, even though
they explain why hospital mergers occur and alsg sied important light on why most fail
As a result, there-merger decision-making procdassa more or less a scientific “blind spot”,
particularly in health care. Although general cos@ns have been difficult to draw, research
shows that efficiency arguments continue to doreigahtemporary merger prescriptions. Such
prescriptions, according to several researchemyige dangerous guides for participants in
merger processes because they do not provideisoffiExplanations for merger outcomes. In-
stead they urge merger research to be redirectedpiain drivers and motives arising from
conflicting goals in the decision-making procesges.a direct response to this call for more
research on pre-merger processes, this study egahmw andwhy a decision to merge two
university hospitals might occur in a public secontext.
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Methodology

An in-depth study of the merger between two unitefsospitals (KH and HUH) in Stock-
holm, Sweden, was used to investigatepgiemergerprocessesf the KUH merger. The data
for this study consisted of 35 interviews with widuals representing the formal decision-
making body (the SCC), the merged hospital (KUIHY e affiliated medical university (KI).

In addition, extensive documents were collected.idintifying key events in chronological
order, the case history of the pre-merger processretrospectively reconstructed. Data consis-
tency was cross-checked over different empiricatas (interviews and documents). To seek
possible explanations of the reconstructed pre-engpgocess, empirical patterns were inter-
preted using neo-institutional theory.

Case description

The decision to merge HUH and KH was consideredroeersial, complex, and historically
unthinkable for several reasons. First, the rivaktween the professionals at KH and HUH had
historically been fierce, which had hindered angp# clinical or research cooperation. Sec-
ond, the conditions for a large restructuring deni$n health care were far from optimal, be-
cause SCC had shifted political majority in evdacgon since the early 1970s, which led to a
repetitive series of short-term reforms and courgfarms.

In 1995, the newly appointed Kl president expressedoncern that this rivalry was damaging
to the clinical research work and to KI's positionthe international research community. In
particular, the area of highly specialized care w@assidered to receive insufficient research
resources because KH and HUH competed for the saaree patients in the Stockholm re-
gion. Inspired by how Johns Hopkins Medicine in tH&@A had united the three-partite mission
of university hospitals (clinical care, researct aducation) under the same umbrella organiza-
tion, the Kl president began promoting the merderiwithin Kl, a vision he called “Karolin-
ska Medicine”. Because the merger topic was coreideboo, neither the research community
nor the political community supported the ideadeveral years.

Following the election in the fall of 2002, aftenaw political majority took office in the SCC,
it became evident that there was a significant budeficit. This situation encouraged the Ki
president to propose the merger to the SCC palitici It was argued that the merger would
lead to cost savings as well as strengthen Klsane$ position. Still no action was taken.

When the Stockholm Administrative Court (based nrappeal by two citizens) unexpectedly
rejected the SCC’s unbalanced budget proposal @u#i22, 2003, a new budget in balance
was required “immediately” if the SCC was to aviailling into “receivership”. As a result, the
HUH-KH merger idea was revived as a way to provfue largest cost savings in the budget
proposal. Due to the extra-ordinary circumstangessh of the pre-merger work was prepared
among few people in closed rooms. Hence, the galitipposition claimed that the process was
not being conducted in a “democratic way”. Althouga political opposition made an effort to
engage the media, stronger emotions from the puldie against the proposal to close two lo-
cal emergency wards. The endangered merger propasasecured when a political compro-
mise was reached that saved the two emergency wetidsdecision to merge HUH and KH
was taken by the SCC on December 9, 2003. The bpdygosal with the merger as the largest
saving passed by the narrow margin of 73 to 72.
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Findings and discussion

The pre-merger process progressed fidea generationnearly a decade) througtansition
(one year) to &ormal decisionthree months). The process took place in botls¢rentificand
political arenas. The identified motives were to achimaearch excellencand to produce
economic savingHence the study identified three phases, twoaaieand two merger mo-
tives. Driven by research excellence, the Kl pesidyenerated, promoted and tried to anchor
the merger idea in the scientific community duriing first pre-merger phase. During this tran-
sition phase, an economic crisis in the regionnadtibthe president of KI to promote the merger
idea among the formal decision-makers in the palitairena i.e. the SCC. In informal meetings,
key actors from both the scientific and the pdditiarenas discussed and were united by the
idea that a merger could be used to achieve be#areh excellence and economic efficiency.
However, an unexpected disapproval (verdict) of SQDdget proposal triggered a politico-
economic crisis, which reduced the merger beniefigsstrict focus on large and quick savings.

From a neo-institutional perspective, the first flmses were driven ldecision rationality
which is typical for political and academic orgatians, whereas the final phase was driven by
action rationality, which is more typical for prieafirms. Critical factors behind this fundamen-
tal change of decision logic were anonomic crisisand means convergencghich solved
conflicting goals and united key stakeholder grodpee definitive shift to a “pure” action ra-
tionality was however not completed until a criticecident (the budget disapproval) caused a
crisis in the political arena, which justified thetion rationality driving the last pre-merger
phase. The findings of two stated merger motivesanunstated political driver, suggest that
there may be other motives than stated financ@graents for mergers in public health care.
The finding of research excellence in Swedish studif university hospital mergers should
also modify the picture of the financial driver hgithe sole stated motive as reported by US
studies.

Implications

The conclusion is that a change of decision logimfdecision rationality to action rationality
may promote reaching decisions in large and comiglses in a public sector context. Given
that merger researchers generally point to thengeger process as a potential determinant of
merger decisions, a natural implication for futeeeearch would be to study the post-merger
integration process following the pre-merger precehin the same case context.
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Study II: Executive management in radical change —

The case of the Karolinska University Hospital merg  er

Introduction

In the beginning of 2004, a new top managementmitook official charge of the newly
merged KUH. The group immediately began workingdigpand pro-actively to achieve the
regional government’s change ambition, aiming distantial cost reductions. However, by
2006 the group’s motivation and enthusiasm hadedsed. Eventually the group withdrew its
original plan and the Director left the organizatidhe new Director reduced the management
group and initiated incremental change projectfiwian already existing structure. How and
why did the radical change ambitions turn intorarémental change process?

Background .

The concept of radical change, or “Big Bang” as isometimes evocatively known, covers
quite dramatic organizational changes — and a méefgeen two university hospitals clearly
fits into the kind of restructuring that has theégudial to materialize radical change. The role of
executive management in radical change is howesgr eontroversial. Functional theorists
suggest a classic top-down approach that offersageas prescriptive techniques promising
transformational change in two to three years. Tdggarch stream assigns the individual leader
a pivotal role, for example, as an authorizer,oviary and motivator. Other scholars highlight
the critical role that political negotiations betmemultiple stakeholders play in shaping the
outcomes of change processes. The classic funcappaoach has been heavily criticized be-
cause it assumes “linear consequentiality” betwepmanagement’s actions and the outcomes
of the change process. However, an alternativeoapprlargely fails to explain what role top
management actually plays in real change proce$ses. there is a research need to further
examine the work and role of executive managenmemgrgers as a proxy of radical change.

Yet there are few studies that examine top managgsnpost-merger work, particularly in
health care. To contribute to this limited stocleaipirical work, this study examines the work
and role of executive management in merging twearsity hospitals. The aim is to shed light
on critical factors that may advance or obstruchaggment’s post-merger efforts in public
sector health care. The objective is to examinariapagement’s work in implementing merg-
ers defined as radical change initiatives.

Methodology

This study reports from the period from the begignof 2004 to the beginning of 2007, which
covers the timeframe the new top management was div fulfil the formal merger mission

l.e. year 2004 to 2006. This three-year periodaded also with the duration of the top man-
agement group analyzed. Data was collected frond 20@007. Interviews were conducted
with all eighteen members of the new top managergenip and with four hospital board

members. Top management meetings were observeiffenernt occasions (24 hours) and nu-
merous public and internal documents were collerteztidition. An abductive approach was
used to analyze the reconstructed case.
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Case description

Following the decision to merge HUH and KH, theioegl government (SCC) appointed a
hospital Director who had a career background iwape industry. This study describes the se-
ries of management actions and events that occurrdk first three years, where merger is
seen as a radical change attempt. The new hoBpitadtor recruited a management team who
was loyal to her and to her managerial approacighwtontributed to a strong cohesion within
the group during the first post-merger year. Thee®or immediately prioritized handling the
potential problems that might result from horizénéasion between the two hospital sites by,
for example, addressing logo and branding issudg @ato seek acceptance of a new and uni-
fied hospital. The Board, hired management constglfahe affiliated medical university (KI)
and the Stockholm County Council expressed thgwpen for the Director's approach to
change. Under the “strong” leadership of the Dardhe management group was driven by a
strong focus on mandated cost savings. Due tadltedeadlines of the merger mission, rapid
decision-making, closed-door meetings and a perdehigh degree of control portrayed the
group’s working mode. The executive work, whichiatly focused on internal administrative
tasks, resulted in a number of “small wins” in whibe mandated cost savings for the first year
were achieved and even exceeded.

After the “jump start” in first year (2004), top megement started to work aspects related to the
clinical departments. The objective was to solidifg commitment to the hospital’s strategy
and implementation plans among doctors and nurkBgever, almost immediately the clinical
staff voiced their opposition, and the protestgkjyispread throughout the entire organization.
The Director had not anticipated this oppositiod,aherefore, was frustrated by the amount of
time required to deal with it in personnel meetirifjse situation worsened when several doc-
tors contacted the media as a way to influencechadge the management agenda. Without a
contingency plan, the hospital Director was fortedespond to the media. She felt that the
staff members who had made their complaints pubticugh the media were deeply disloyal.
The second year (2005) was described as “total betieen management and staff members.
The division managers in the group, who all weretais, became increasingly torn between
their loyalty to their medical colleagues and pssfenal values on the one hand, and their loy-
alty to the hospital Director and the manageridl@s on the other. When an emergency clinic
was threatened with closure, outspoken protesteanmong the staff and in the media, causing
many division managers to question their loyaltytte Director and their merger mission.
Eventually the management split in two grouping$:tbose with private industry, administra-
tive backgrounds who remained loyal to the Direatm the formal mission; and (2) those with
public sector medical backgrounds who experienceakened loyalty to their medical col-
leagues and clinical care.

In the beginning of the third post-merger year @0€he political opposition entered the ongo-

ing battle between the top management and the rdodtth an eye on a general election soon
coming up, the political opposition publicly crided the hospital Director for having neglected

patient care and focused too much on cost saviigya. response to the criticism and the nega-
tive press, the Director declared the third postgeeyear a “patient safety year.” Otherwise,

the top management group grew passive. No newitdgivplans or merger-related actions

were initiated. After a new political majority waected, the hospital Director was replaced.
The new hospital Director, physician by trainirgrarganized parts of the hospital management
and launched a clinical process improvement invgaty employing a step-by-step approach.
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Findings and discussion

In 2004 the new executive management had a “juien’ stvhen the management team was
successfully formed with high internal cohesion #releconomic goal for the first post-merger
year was achieved and even exceeded. In the sgumtanerger year (2005), however, the
team “hit the wall” as it was challenged by esaagatriticism from medical staff. In the begin-
ning of the third year (2006), the top managementig “ran out of steam” as members with-
drew, and no new merger activities were introdudederms of competing logics, the execu-
tive work was driven by business managerialismearyl, but got challenged by medical pro-
fessionalism in year 2, and in year 3 medical msitalism superseded business managerial-
ism. A new hospital Director initiated incrementhlange projects for selected parts of the or-
ganization. Thus, a radical change attempt tramsfdrinto convergent change three years post-
merger.

Using change management terminology, the studyinegtla classic top-down approach to
change with a series of unexpected disruptions.lifiieations of functional theorists’ linear
approach to radical change are therefore evidethisrcase. The study identifies an important
paradox: contrary to what is predicted by the meliggrature, initial managerial success seems
to impair rather than promote the subsequent charagss further down the organization. In
particular, management fell prey to the conflictW®en the competing value systems of man-
agerialism and professionalism, which was maniteste the growing tensions with clinical
staff. A likely explanation for these manageriabgbomings is the high spirit within the group
that followed the success of the first post-mesgar. This, and several other factors (such as
the strong focus on economic and administrativeessisolation of management team mem-
bers from their clinical constituencies and surding support from external stakeholders),
may explain why the management’s ability to recegrthe complexity of the change context
and thereby better understand the challenges akasdliminished. This study confirms that
“small initial wins” may in fact cause manageriaibnis that impairs subsequent post-merger
work. The study also reveals that even if the manabagenda has the strong support of deci-
sion makers (i.e. SCC) and other stakeholders tfeed3oards, the medical university etc.), op-
posing value system and resistance among professitaif are easily triggered causing radical
change attempts to stall. Hence the role of topagament switches from being initially proac-
tive to becoming reluctantly reactive during thegarss. Top management is the primary target
of complaints and criticism and is therefore uningly forced into a scapegoat role. Conse-
quently, the emotional and professional costs éoicg managers are high, especially for doc-
tors in manager positions (i.e. hybrid professishalhis study confirms that the prospects of
achieving radical change are very limited due tepdstructures of clinical work embedded in
health care

Implications

Technological change, increasing market pressurésalitical programs introducing patient

choice require health care organizations to adaghichange quickly. As shown earlier, a clas-
sic top-down approach to change seems to havetospects of accomplishing organizational
transformation in health care. To avoid the risknainagerial hubris (created by “small wins”),

top management also needs to recognize the conyplafxpost-merger processes in settings
with multiple stakeholders and competing institméblogic, such as in public sector health
care.

34



Study Ill: Managing clinical integration —

A comparative case study in a merged university hos pital

Introduction

Following the amalgamation of top management amsaadation of administrative functions
at the KUH in 2004, all newly appointed heads & tftinical departments with duplicating
units at the two sites were given the same assighrwintegrate the units within the same
medical specialty into single a entity under a cammanagement structure and reduce costs.
By 2006, this clinical integration had failed foe@artment X, but succeeded for Department Y.
How can these different merger outcomes be exml@ine

Background

Since clinical departments are the units provigiatient care and service delivery, a hospital
merger will remain incomplete unless integratiomabieved on that organizational level also.
Yet most merger research focuses on the hospitakasnit of analysis, leaving merger conse-
quences for clinical departments by and large dnestii Moreover, the literature emphasizes
that it is important to examine how operational diégdmanagement deals with those complex
change processes in order to identify,factothe factors that advance or obstruct post-merger
integration at the level of service operations. ldeer, very few merger studies look specifi-
cally at the role of middle management in post-reeqgrocesses. This research gap is even
more evident in the study of mergers in health.choecontribute to the limited amount of em-
pirical research on merger consequences for cdliniués, the objective of this study is to ex-
amine clinical management’s efforts to integrabeicdl units following a hospital merger.

Methodology

For this study two embedded cases of clinical natigon efforts that had produced remarkably
different outcomes were compared. Each of the etudepartments (Department X and De-
partment Y) consisted of two original departmeritdie same specialty at each site. The study
is based on 22 interviews with members of the @ihstaff (i.e. physicians, nurses, secretaries
and clinical managers) and on document studiesbétbrDepartment X and Department Y, we
balanced the number of interviewees from HUH andd<enly (an exception was the external
clinical manager recruited to Department X). Theppse of the interviews was to obtain the
clinical managers’ and the clinical staffs’ views lmow the change process evolved during the
three years immediately following the hospital neerdpata were collected in the years 2004 to
2007. This was complemented with some data fronD 204 the purpose of examining the
status of integration six years post-merger. Afieth cases were reconstructed, they were
compared in order to establish possible explanafiontheir different outcomes. The empirical
patterns were then compared with previous stugidselevant organizational theory.

Case description

Following the successful integration of top managetnand initial consolidation of administra-
tive functions at HUH and KH, the work of combinitige duplicate clinics in these two pre-
merger hospitals started in the spring of 2004. giha was to reduce 125 clinical departments
to 74. The executive management delegated idemstgsajnments to all clinical management:
to reduce costs by 10% and to integrate the otigireemerger departments at each site into
single departments, each with a common manageiheras this clinical management’s task to
work out the details of the planned amalgamatidiis Btudy describes two cases — one suc-
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cessful, the other unsuccessful — of the formatfomerged clinical departments. The aim is to
explore what critical factors that may advancehstict clinical integration efforts following a
hospital merger.

In the “unsuccessful” case, a clinical managemwispecialist’'s license in the specialty of the
department, was recruited externally by top managenide exercised delegated powers from
top management and acted according to the adoph@agerial agenda (i.e. initiated large,
rapid, top-down changes). As the staff at one efcimical units had suffered from poor leader-
ship previously, they felt that this approach wpprapriate. The other clinical unit had had a
strong and popular leader, and protested vividlgiresg the clinical manager’'s “dictatorial”
style. The conflict escalated when external eveuth as the political decision to close both an
emergency unit and an elective care ward affetteskt clinicians negatively. The clinical staff
eventually forced the new clinic manager to leawsy became a scapegoat of the merger. Af-
ter a long and troublesome search, a new clinicahager from a private hospital was ap-
pointed new formal manager. In the meantime, septigsicians at each site took over the op-
erational leadership informally, and were latepappointed site managers in practice. Three
years post-merger, an additional management leaelbeen added to the departmental struc-
ture contrary to top management’s goal of reduedministration levels and costs. Perhaps
most significantly, physicians and nurses from lsites perceived the distance as “the perime-
ter of the earth minus 30 km”. Six years post-mertfee situation was reported to be status
quo.

In the “successful” case, the two clinical managgreach site formed in effect shared leader-
ship “in tandem” from the very beginning. One oérihwas formally appointed clinical man-
ager and the other worked as his deputy. They shoesponsiveness to opinions from senior
physicians. The amalgamation process was discugsledtaff, and constituted a bottom-up
process. Since they suspected a latent “horizoteaion between the professionals at the two
sites, both clinical managers attended all meetiogsther, and made sure to listen to all views
at every meeting and “anchor” their decisions. Hvally, the deputy manager was able to re-
turn to his position as a specialist physician. Tdrelem leadership was also supported by an
informal leader, a professor who forcefully emphedithe benefits of the merger in terms of
improved conditions for research. By placing theichl everyday work in an international sci-
entific context, the professor encouraged all statégories of the two sites to collaborate and
integrate with each other across hospital bordera way to achieve research success, which
even contributed to spontaneous integration. lotjme the clinical manager and the professor
defined that they had two constituencies to sdéogmanagement “upwards” and clinical staff
“downwards”. By dividing these managerial dutidse professor took the strategic role as the
visionary of the merged department “downwards”, ighe the clinical manager dealt with the
economic and operational issues on a daily basikjding reporting to hospital management
“upwards”.

Both the 10% cost savings and an integrated depattmith a common management were
achieved in the time specified by the assignmetaiff &nd manager turnover was low, and
group cohesion was reportedly strong. Three yeassmerger clinical staff members reported
that they belonged to the same clinical departraedt shared the same vision driven by re-
search excellence. Six years post-merger, thetisituaas still reported as satisfactory with the
same management constellation of a formal climeahager and an informal professor running
the department.
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Findings and discussion

Whilst acknowledging that multiple factors may leadsuccess or failure post-merger, the
comparison of the two cases identified three maralgfactors that seem to have contributed
to the remarkably different outcomes. These factee the new clinical managers’ different

1) interpretation of his formal mandate, 2) desifrihe middle management system, and, 3)
approach to change. Factors that hindered integratere a sole attention on the formal man-
date from the top management, leadership basedeifoomal actor, and the use of a planned
top-down approach to change. Factors that faeitittegration were a dual attention to two

majors stakeholders (top management and cliniedfl),sshared leadership between multiple

actors, including an informal leader, and the usanoemergent, bottom-up management ap-
proach to change within the planned assignmentsd fiadings are further discussed in this

section.

The “unilateral” orientation towards a “pure” maeaglism of the clinical manager in the
“failed” case was somewhat surprising, since resesinows that physicians who become man-
agers usually maintain a firm identification as matprofessional even in an intense managed
care environment. His attention to the requiremehthe medical professionals occurred only
when their trust in him was already severely dameageone site, which eroded the necessary
capacity-for-action needed to shift change stratégycontrast, the clinical manager in the
“successful” case chose to “serve two masters” fiteerbeginning i.e. the management and the
professionals. In other words, this clinical mamageinterpreted his mandate in a way that ac-
corded better with the actual context of competirggitutional logics, which formed the basis
for his actions including the design of a managdroenstellation and approach to change.

Although previous research clearly points out diffiies in avoiding negative effects when in-
tegrating clinics, the study shows that the predictanger of horizontal tension between merg-
ing entities can be met through shared leader#ifyding tandem leadership between two
“equals”. To handle the vertical tension betweemagarialism and professionalism, however,
an informal leader (e.g. the professor) proteched grofessional arena and demonstrated re-
search success as an aligning force across theitego The formal leader took responsibility
for the administrative arena and thereby shieltdedtofessional arena from institutional pres-
sure from “above”. This division of responsibilitgsembles the decoupling strategy often
found in politicized settings. It also demonstradeseparation of the challenging function for
clinical managers to balance dual and often cdmmficneeds and demands of both the organi-
zation and the medical professionals. The sucdessfuof a shared leadership suggests that an
overemphasized reliance on a “strong individuatiéeship” (typically recommended by the
traditional merger literature), cannot be assurednfanagement of complex change processes.
The useful division of the clinical management fist might actually call for a shared clinical
leadership where each actor has ritein responsibility for one “pure” arena (professional
administrative) rather than one “hybrid professibbaing responsible for balancing two com-
peting logics.

In line with merger prescriptions for professiopajanizations, an incremental and bottom-up
approach was more successful than the plannedlawp-approach. Merger research on pro-
fessional service firms confirms that managerifdref imposed in a planned top-down manner
may cause professionals with valuable knowledgeséitid to leave an organization, thus erod-
ing potential merger synergies. However, a closek at the “successful” case reveals that the
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emergent bottom-up change took place within plarmmehdaries set by the executive man-
agement. This finding reflects the more recent aiete stream that combines planned and
emergent change. Taken together, the findingssrstbidy basically agree with literature’s pre-
scriptions for successful change management ofereaj professional organizations.

Implications

Although previous research clearly points to th&iadity of avoiding negative effects when
clinics integrate, the “successful case” in thiglgtshows that merger pitfalls to a certain extent
can be avoided when inclusive management practicegmployed. In order to achieve suc-
cessful clinical integration it seems important tmédddle managers are bold enough to make to
re—interpret their formal mandate, to design a mameent system which involves informal
leaders and introduce changes in a consultativeepso Shared leadership seems to have ad-
vantages over individual leadership especially wstawing for clinical integration.
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6 DISCUSSION

6.1 INTRODUCTION

University hospitals are large and highly complegamizations. They are said to be perhaps
“the most complex organizations in human histo&ter Drucker, cited in Goldsmith, 1999:
150). In addition, mergers involve a difficult clggnprocess in which multiple factors may lead
to failure more frequently than success (Cartwrighchoenberg, 2006; Kavanagh & Ash-
kanasy, 2006). Therefore, a university hospitalgaers inevitably a highly complex event. In
this thesis the general aim is to increase our staleding of challenging change processes at
large and complex organizations, specifically thpeecesses in a merger of two university
hospitals.

The three studies of this thesis dealt with theoKaska University Hospital merger. Both pre-

and post-merger processes and different organedtievels/units were analysed. Among oth-
er things, this approach helped us to understamad:dhmerger that was considered “impossi-
ble” became possible (Study I); how and why top ag@ment's intended ambitions resulted in
an unintended convergent process and dysfunctautabmes (Study Il); and why considera-

bly different merger results were produced by the émbedded cases of clinical integration
efforts (Study Ill). Together, the three studieplai how this process and outcome evolved
through a non-linear, unpredictable and complesrpidy between external and internal factors
and actors.

While an in-depth analysis and a detailed discassidhe critical factors affecting and explain-
ing the merger process and outcome are presergedtadre in the thesis (for details, see the
separate studies), the aim in this section is ésgnt a holistic view of the merger process by
“putting the pieces together” based on the follgvomocedure. (1) First, a quick overview of
the case is given. (2) Second, the merger motineediacussed in relation to previous research.
(3) Third, the merger outcomes are discussed dtioel to relevant literature. (4) The next sec-
tion examines plausible explanations to the mepgecess and outcome. This is done by dis-
cussing five central dimensions of the merger meday incorporating illustrative examples
from the three studies and from the merger liteeaflihe overall purpose is to shed light on the
critical and complex link between the process &edautcome of that process. In other words,
this section links to the core of the theoreticdia®l within which this thesis is positioned: the
process school. (5) The next section points outhhsis’ main findings and contributions to
merger research. (6) which is followed by a disimssonsidering methodological strengths
and weaknesses. (7) Finally, in order to furthespg® our understanding of complex change
processes in professional, public sector settiaggttempt to formulate a theoretical contribu-
tion is done, which is rounded up with suggestionguture research.

6.2 CASE OVERVIEW

On 1 January 2004, the Karolinska Hospital (KH) dahd Huddinge University Hospital
(HUH), both located in Stockholm, Sweden, 30 kmrgpaerged to form the Karolinska Uni-
versity Hospital (KUH). The merger decision wastcoversial, complex and far from obvious.
On 9 December 2003, the formal merger decisioneglaby a single vote in the Stockholm
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County Council (SCC). The day after the formal reerdecision, the SCC installed a non-
executive hospital Board that appointed a new laspirector. The new Director was offi-
cially in charge of KUH. To achieve a balanced taidgy the next political election in 2006,
the new Director was told to reduce expenditure€€by million over the next three years
(€10M in 2004; €50M in 2005; €10M in 2006). In thpring of 2004, all clinical managers
were given identical formal assignments by the t@wmanagement: to reduce costs by 10%
and to consolidate 125 departments with the santcalespecialty into 74 departments with a
new common management. In 2006, clinical integnatiad failed for Department X, but had
succeeded for Department Y, both within DivisionFor the hospital as a whole, there was a
surplus of €10 million in 2004. However, the secand third years post-merger (2005-2006)
ended in deficits. In total, over the three-yeaiquk the predicted cost savings for the merger
were not achieved. Eventually the original impletagon plan was withdrawn, the hospital
Director left the organization and a replacemens @appointed. This second Director reduced
the management group and initiated incremental gehg@nojects within pockets of an already
existing structure. Thus, the first chapter of Kerolinska University Hospital merger had
ended.

6.3 MERGER MOTIVES

Both statedand unstatedmotives were given for the decision to merge Kid &UH. These
motives agree with previous findings on hospitatgee motives in the public sector (see e.qg.
Denis et al., 1992; Fulop et al., 2002, 2005). Mepecifically, the stated motives were antici-
pated improvements ieconomic efficiencgndresearch excellencevhereas the unstated mo-
tive waspolitical gains™ Although the research excellence motive changedstmonger focus
on economic efficiency in the last pre-merger phiseas clearly a stated motive at the time of
the formal merger decision. The finding of reseaggbellence as a stated motive coincides
with previous Swedish (although limited) researchuaiversity hospital mergers (Brorstrom,

2004, Hallin, 2000).

It is unsurprising that research excellence andtigesis an important driver of university hos-

pital mergers. Yet much of the existing reseateHactoreports that university hospital merg-

ers (Kastor, 2003, 2010a, b; Mallon, 2003; Peltegd001) are driven by bottom-line econom-
ics and not by research concerns. Kitchener (200@ver noted that “cutting-edge research”
was anunstatedmotive in the UCSF/Stanford hospital merger, wasréne stated motive was

based on efficiency arguments because it “makesgbktforward economic and operation

sense. It reduces administrative overhead” (Kitene2002: 407). This reduction to a strict fo-
cus on bottom-line economics is similar to the etioh of the pre-merger process in the KUH-
case (Study I). Overall, studies from the US gdlyeraport that hospital mergers in general are
undertaken with the aim of achieving improved orenstable financial conditions (see Bazzoli
et al., 2004; Goddard & Ferguson, 1997). This araansistent with the dominant efficiency
theory used to support mergers in the traditiondiistry (Trautwein, 1990). Because findings
of research excellence reported by Swedish resétinishthesis included), differ from US ex-

perience, stated motives for university hospitatgaes may vary by context. Given the fact
that US health care is to a far larger extent ivgpe hands (including university hospitals) than
Europe, one reason could therefore be that AHQkdnUS are less insulated from market
forces than university hospitals in Sweden (see kitchener, 2002, for similar reasoning).
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As mentioned above, it is also evident from Stud$hét mergers in the public sector may be
driven by unstated motives (e.g. political gaii3jawing on parallels with previous research,
the conclusion is that merger motives in the putictor may not necessarily result from stated
(Fulop et al., 2002, 2005) and/or economic efficiemotives only (Denis et al., 1992). Conse-
quently, in agreement with Trautwein (1990), currererger prescriptions — which are still
dominated by efficiency arguments — are a dangegaige for people participating in merger
processes. In short, the findings in this thesggest that merger motives may be of different
kinds (e.g. stated and unstated), may be sevengdrallel (e.g. economic efficiency and re-
search excellence) and may vary by context (elgigab drivers in the public sector). In par-
ticular, differences in institutional context setarbe instrumental in explaining identified dif-
ferences in underlying drivers. Because currerggoigtions are dominated by data from pri-
vate sector settings, the suggestion here is tigagéneral understanding of merger motives
should be more nuanced (particularly for thoseigkiace in public sector settings) and should
take greater recognition of the institutional canhte

6.4 MERGER OUTCOMES

The review of previous research (see chapter 2yslitiwat the outcomes of horizontal mergers
are mixed, patchy and even contradictory. Howetber pulk of the evidence seems to support
the position that mergers are high-risk strate(ges 2.1.7). This seems to be particularly true
in the health care area where research shows tbstt mergers fail (Andreopoulus, 1997;
Blackstone & Fuhr, 2003; Mallon, 2003, McClenahd899). For example, a study of 300 of
the 750 hospital mergers that occurred between 28841998 in the US showed that most
failed (Todd, 1999).

In the KUH merger, the regional government (the $@3Sued a specific assignment to top
management: to save €70 million (equivalent to #he annual turnover) in the next three
years. If the success of the KUH merger is evatlpteely in terms of whether these cost sav-
ings were achieved, it is a straightforward tasdsess the merger outcome. Although the hos-
pital Director and the Board thought the savingsie was “peanuts” compared to cost reduc-
tions typical of manufacturing industry, the KUHldiot achieve these financial goals in the
specified three-year period. Hence, the KUH meogicome agrees with the existing research
that shows that mergers typically fail in one oresal dimensions.

Looking at the KUH merger in terms of its failucedchieve the three-year financial goals, var-
ious researchers might find support for their resmirwarnings about the “folly of merger ma-
nia” in health care (e.g. Andreopoulos, 1997; Godd& Ferguson, 1997; Mallon, 2003;
McClenahan, 1999; Todd, 1999). However, those studssess merger outcome within the
timeframe of 1 to 3 years post-merger. Consequethiity research, at best, measures the short-
term effects of hospital mergers rather than thgderm effects. In the research of this thesis,
certain non-financial aspects (integration stabishe merger were evaluated even six years
post-merger.

The KUH merger presents a more nuanced pictureenfen outcomes. Cost savings of €10
million were achieved in the first year (resultinga surplus of €10 million), but the mandated
€50 and €10 million cost savings were not achigmetie second and third years There was a
“jump start” in the first year when the post-mergespital administration reduced costs. How-
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ever, this initial success was not matched in e two years as various changes were imple-
mented in the organization. This pattern is coeststvith several studies that have found that
successful consolidation of administrative funcsiamecurs quickly among horizontally merged
hospitals, but that clinical changes typically aog fully implemented even years after a hospi-
tal merger has been formalized (Bazzoli et al. 422@berhardt, 2001; Lesser & Brewster, 2001;
Wicks et al., 1998). For example, Fulop et al. @0@port that the clearest source of potential
savings from a merger is the reduction in the numbémanagement board members. The fi-
nance managers they interviewed “were less conditiea other savings were achieved within
the first financial year” (Fulop et al., 2002:4h& authors also point out that senior manage-
ment seemingly had underestimated the amount ef éind effort required by the mergers, re-
sulting in the delay in service developments bieast 18 months (Fulop et al., 2002). In the
KUH merger, the initial successful cost savingfofekd by failure confirms the results of these
studies. In fact, KUH produced the single largasaricial deficit of the regional health care
consumption in the second year after the mergeHkdnual Report, 2006).

Previous research reveals that the initial posgeresavings are quite limited. They tend to be
small in magnitude (e.g. Connor et al., 1998; Le&sBrewster, 2001), may simply represent
movements away from prior inefficiency (Alexandeak, 1996), are quickly exhausted (Dran-
ove, 1998), largely result from administrative sag (Eberhardt, 2001), and may simply be
one-shot savings rather than reductions in ratepstf growth (Bazzoli et al., 2004). Fulop et
al. (2002) also report that the cost savings for fmergers of NHS trusts were minimal (al-
though they were not consistent for the four NH&t8 studied) and less than the estimated
annual savings (£500 000). In the KUH merger, sasings in the first year were equal to
29" of annual turnover, which by industry standardsaissidered small for mergers. Again,
given that most studies (including this study & KUUH merger) only examine financial results
1 to 3 years post-merger, this timeframe may bestoty in the merger process to observe ap-
preciable savings. This may be especially truendvedge synergies are taken into account.
For knowledge-intensive organizations such as pheentical companies, it may take 7 to 10
years before merger synergies are realized (Bhkwwset al., 2000).

In the KUH merger, both research excellence and@uo efficiency were the stated merger
motives. Thus any evaluation of the KUH merger augtconsider whether these goals were
achieved. Given that the realization of researcteryies may take as long as ten years, the
evaluation as far as research excellence indiedtmsgitudinal study is appropriate. The longer
the timeframe, however, the more difficult it isatribute the achievement/non-achievement of
research excellence to the merger, especially gheturbulent context of the health care envi-
ronment (Fulop et al., 2002: 7). Furthermore, dlanm is that researchers in general have diffi-
culty in deciding on appropriate measures of reseand clinical excellence (see e.g. Sowden
et al., 1997).

Thus Department Y's successful integration of tWoical units that was achieved in the first
years post-merger (including reported researchrgig®e cost savings and even spontaneous
horizontal integration) is somewhat of an anomage(Study 1l). Consequently, the unsuccess-
ful outcome of the failed clinical integration irepartment X was according to previous merger
research expected. Although the research of tesdftlearly identifies the difficulty of avoid-
ing negative effects when integrating clinical dépants (Bazzoli et al., 2004, Fulop et al.,
2002, 2005; Kitchener, 2002), the successful iatgmn in Department Y shows that merger
pitfalls may be avoided and that task synergiescéinital integration may be produced even at

42



an early post-merger stage. At the hospital ldwalyever, the research of this study supports
previous key findings that report hospitals are ablquickly consolidate and integrate adminis-
trative functions-- albeit limited one-shot savingsbut clinical consolidation/integration is
much harder to achieve (see review by Bazzoli.e2@04).

6.5 PROCESS SCHOOL REVISITED

6.5.1 Pre-merger influence on post-merger work

Managerialism, which was the rationale for andoactogic driving top management’s post-

merger work (Study II), can be traced to the fitatision-making phase in the pre-merger pro-
cess (Study I). Several key actors with variousivastguided the pre-merger process in the
beginning; in the end, the decision logic becaratriet economic justification the SCC used to
quickly legitimize the merger decision. Consequerthe SCC leaders specified short-term
savings goals in the assignment they issued todiehospital Director. In searching for a hos-
pital Director, they looked for an individual whadh a private industry background with ex-

perience with budgets and cost reductions. TheiafgabDirector had been the HUH Director

and also had held top management positions in lithenm@aceutical industry. Having received

the cost-cutting assignment for the next threesy2004-2006), the new Director immediately
took actions to achieve those stated economic gbéhe merger.

The more normative merger literature recommends rtfzmagement delay working towards

intended merger synergies (such as cost savingisthenstaff members of the merged organi-
zations have accepted each other fully (Graebr@¥4)2 This recommendation in particular

seems to be critical for knowledge-intensive orgatidns (Birkinshaw et al., 2000). However,

the results of Study Il show that the first phasthe post-merger integration process was driv-
en by an action logic based on “pure” business gendism aimed at achieving early task
synergies. Moreover, Study Ill shows that top managnt's economic savings goal (originat-
ing from SCC in the pre-merger process) influerntbedformal mandate assigned to the clinical
manager. The same cost reduction goal of 10% wes do all clinical managers. This goal

was based on rough estimates rather than on dedetaialysis of potential synergies. This
short timeframe of three years in the KUH mergdrrait agree with the normative literature on
hospital mergers that claims an extended time gasimeeded to build trust, to obtain buy-in

and to deal with the resistance from the profes¢so(Bazzoli et al., 2004; Fulop et al, 2002;
2005). Addressing operational tasks, especialthatfclinical department level, should follow

this lengthy time period of adjustment.

Although several merger researchers have recogtiiegae-merger procestself as a poten-

tially important determinant of the development andcome of the post-merger integration
process (Denis et al., 1992; Haspeslagh & Jemike®il; Jemison & Sitkin, 1986; Trautwein,

1990), there are very few studies tkat factodescribe the link between the pre- and post-
merger processes. Data from the three studiessofhbsis show that the executive manage-
ment's formal mandate given by the political leadarthe pre-merger process strongly influ-
enced the early integration work at all levelshaf dbrganization (i.e. by the effect of manageri-
alism on top management work). The formal mandtetasely placed a number of restric-

tions on the work that was then passed on to theal department managers. By framing the
merger mission to the clinical managers according strict business-managerial logic, the
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manager in Department X (Study Ill) adopted a topad approach to clinical integration,

which contrasts to literature’s recommendationpi@fessional organizations. By synthesizing
the three studies, the managerial logic adoptedlyithe clinical manager in Department X
(Study IIl) could be traced back to the formal nmatedyiven by the top management (Study II),
which in turn originated from the regional govermhé€Study ). Hence, the critical link be-

tween the pre-merger and post-merger processk=aityaecognized in this thesis.

6.5.2 Managerial hubris and managerial work

Although there may be multiple reasons that maya@xpvhy management failed to anticipate

and deal with the conflicts with the clinical stafhe main reason that crystallized in Study Il

was managerial hubris i.e. a tendency to be ovauwerastic and overconfident, as predicted by
Seth et al. (2002). This managerial hubris arose tife initial year when the cost savings were
achieved. Several factors seem to have contriliatdee high spirit.

First, the cost savings goal for the first postgeeryear (2004) was achieved and even ex-
ceeded through administrative consolidations. H&merkesearch on hospital mergers shows
that initial rationalization and integration of aidimtration and other support activities are fairly
straightforward because roles, responsibilitieg, lames of authority are clear and duplicative
functions are easily identified (Bazzoli et al. 02 Research also posits that the lack of con-
flict and the presence of administrative hierarsm@ke initial consolidation achievable (Ibid).
Again, these initial savings tend to be small irgmaude (Connor et al., 1998; Lesser & Brew-
ster, 2001) and may simply be one-shot savingsz@iaet al., 2004). The results of this thesis
clearly confirm previous findings of “small initiains” The achieved cost savings for the first
year were — as previously mentioned - relativelglstyy average industry standards.

Second, owing to the pressure of the strict deesllimposed by the regional government, the
management group worked intensively in closed-doeetings during the first post-merger
year. A highly focused and intense work mode pribabntributed to strong internal group
coherence and the perception of tight control.dmigination with support from other actors
(such as the Board, the medical university andotiiigical leadership) the management group
may have experienced a false-sense-of-securityr@ya801).

Third, early in the merger process the hospitaé®or was successful in horizontally integrat-
ing the management groups from the two mergingitadsgcf. Santala, 1996). The Director
demanded unity and gave equal attention to bo#ls.sithese actions are consistent with the
normative literature that advocates the neceséitgldressing horizontal cultural differences at
an early stage (Datta, 1991; Sales & Mirvis, 1984)dies of university hospital mergers have
also found that a main reason for failure may Iebated to horizontal tensions and clashes
between top management and trustees at early ftagken & Jennings, 2005; Kastor, 2003,
2010b). However, although the research claimshibatontal integration of top management is
necessary for overcoming resistance between thgimgesrganizations at later stages (Santala,
1996, Schriber, 2006), such integration may befiicgent, as explained next.

The hospital Director selected management groupbaerand explicitly required loyalty to

the Director and the organization i.e. physiciamabers were committed to a full-time mana-
gerial role. In making these selections, the Diegtished to be accepted by those members
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who had a medical background also. Her creatioa stfong managerial culture and her em-
phasis on a commitment to the economic goals appdsave contributed to the quick and suc-
cessful horizontal integration of the top managemeoup (Santala, 1996). In other words, the
suppression of professionalism as a working logis wecessary if the initial horizontal integra-
tion was to be achieved. Ironically, a suppressibprofessionalism (i.e. the requirement for
successful horizontal integration) seriously imgdimanagement’s ability to anticipate and
handle the vertical conflict between manageriaksrd professionalism that came to dominate
the subsequent merger process. Paradoxically, mfinding is that a successful integration of
the management group may damage rather than supfagtation further down the organiza-
tion, which is contrary to contemporary literatprescription (see e.g. Santala). This resonates
well with previous merger findings in health cased 2.2.6), where most research shows that a
successful initial consolidation of administratioray not provide the basis for dealing with
tougher issues at a later point, as posited byt&lhet al. (1994). To avoid the dangerous trap
of managerial hubris that misguides top managex$ath et al., 2002), a true understanding of
the multiple competing institutional logics inher@m hospital mergers is recognized as a more
appropriate basis for executive work rather tharrépmanagerialism.

6.5.3 Internal conflict between managers and profes  sionals

Both Study Il and Study Il consistently revealttiiade main post-merger challenge was the
conflict between managerialism and professionadisiil levels of the organization (Kitchener
& Gask, 2003). When management's planned post-mevgek reached the clinical depart-
ments, problems arose. The post-merger work wasklgubvershadowed by the clinicians’
escalating frustration with the Director and the o§ business logic to justify the merger. The
failure of clinical integration (Department X inuslly 11l) is partly explained by the fact that the
department head adopted a managerial logic ingpoach to clinical integration.

The professionals’ firm resistance at both the talspnd clinical levels as observed in this
study matches previous research on hospital me(Baezoli et al., 2004; Fulop et al., 2002,
2005). This resistance is also consistent with iggémaerger research on professional service
firms in the private sector that shows that prafesds typically control the pace of integration
at all levels (e.g. Empson, 2000, 200wendahl, 2005). According to Greenwood et al.
(1994), special challenges arise with integratiomriofessional organizations largely because
the leadership has limited control over the asgisirequiring mission-critical knowledge. The
initiative for integration is said to depend on tkixeel of the independent-minded professionals’
trust in management and their will to integrate p8on, 2000). For this reason, the research
suggests that management refrain from deliberptalyned actions in order not to destroy trust
in management by such professionals (Graebner,)26l@dvever, despite the clinical staff's
escalating mistrust of the management and theiviggpresistance to managerial actions, man-
agement at different levels at the KUH continuedriplement top-down changes as planned
(cf. Kavanagh & Ashkanasy, 2006). The effort tdifughe merger with arguments based on
professionalism occurred too late, when the trush@anagement was already severely damaged
(Haspeslagh & Jemison, 1991).

This research reveals that the degree of confétivéen managerialism and professionalism

may vary over time, manifesting the “vertical” clictfin various ways. Because of the inner,
strong cohesion within the top management groue, division heads i.e. the physician-
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managers (see Montgomery, 2001 for more detaitthyorid professions”) initially defended
the hospital Director who had become the symbahahagerialism and a merger scapegoat.
Hence, the competing logics were initially demamistd as a vertical clash between the man-
agement group and the clinical staff. Further dtivenorganization, problems with core clinical
operations arose because of increased servicetilsrs (see also Fulop et al., 2002). Escalat-
ing conflicts forced the division heads to spendsiderable (unscheduled) time dealing with
the discontent in “unpleasant and tempestuousf’ siétings. The division heads soon showed
divided loyalties. On the one hand, they were cdiewhito the formal mission (managerial-
ism); on the other hand, they were committed to ttimical staff (professionalism). Following
the increasing pressure from medical colleagusglibwithin the top management group oc-
curred. Division heads with administrative backgmbuemained loyal to the logic of manageri-
alism, and those who were physicians “retreatedirtearlier position primarily acknowledg-
ing the logic of professionalism. Several conduasican be drawn from the conflict between
these competing logics.

First, it is evident from our research that it isremely difficult for an individual in a hybrid
position to balance the dual logics of managenalad professionalism that are inherent in
many administrative positions in health care (Momgry, 2001). Second, the professionals
saw the division heads in the top management gasupformal channels that could be used to
influence the management agenda in favour of psafealism, apparently successfully. Third-
ly, the intensity of the vertical conflict betweamanagerialism and professionalism seems to
vary over time and arenas, where the conflict segiyincreases over time as the merger proc-
esses comes closer to and interferes with conealioperations (Bazzoli et al., 2004).

In conclusion, severe and escalating conflicts whth clinical staff forced management to
abandon its original plan and instead (reluctarttyaddress unanticipated and unscheduled
actions, recognizing the loss of control in the nowdirected, post-merger integration process.
Based on these observations, it appears that ttieadelash between managerialism and pro-
fessionalism is the main post-merger challengehinspital merger, not fully acknowledged in
the existing merger literature.

6.5.4 External actors entering the conflict

External actors also influenced the post-mergegnation process that was already the scene
of conflict between the managers and the profealioWhen the clinical staff went to the
press with their various complaints, the media becavolved in the conflict. The use of the
media to influence a managerial agenda, pointsgdniportance of being aware of “intra- and
inter-organizational dynamics” inherent in publiec®r organizations (McNulty & Ferlie,
2002; 2004). The clinical staff's frequent allegas and inquiries channelled through the me-
dia forced the hospital Director to attend to peott that she might otherwise have devoted
less attention to. She was frustrated becausendealth these problems took time away from
internal affairs. She also became increasinglyréii¥e since the media seemed to focus on her
alleged managerial inadequacies.

The conflict between managerialism and professismaintensified when another external ac-

tor entered the stage: the political oppositionpidg to score election points, the political op-
position allied with the professionals to jointlgise complaints in the media against the hospi-
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tal Director. The charge was that she had focusedriuch on finances and not enough on
quality of care and patient safety. Gradually, prefessionals took over the management
agenda by effectively using these external actotisdir own advantage.

By the third year post-merger, external pressureefb management to change the agenda by
prioritizing patient safety (i.e. professionalisar)d to downplay the planned cost savings (i.e.
managerialism) at least outwardly. Top managemahtdvew from the clinical arena, waiting
for the storm to blow over. No new activities rethto the original merger ambitions were in-
troduced. Top management had to back away frooriggal strategy as a result of the exter-
nal pressure from the media and the political ojipos In contrast to traditional merger litera-
ture, that reports that external factors do noaligtaffect management work in merger proc-
esses (Birkinshaw et al., 2000; Graebner, 2004sdogr, 1990), Study Il clearly reveals that
external actors can shape both the post-mergeegscand the outcome through interaction
with internal actors (i.e. the professionals). Tdomplex interplay may even explain the transi-
tions between the post-merger phases observed KUR merger.

Moreover, merger studies in private industry shbat executive management pro-actively us-
es the media as an arena to interpret, explairaeguk for the legitimacy of a merger to the
public (Hellgren et al., 2002; Tienari et al., 2D08 this study the Director was unable to use
the media to convey management’s counter-defemsassage. Instead, clinical staff members
used the media pro-actively in efforts to reorigrg hospital agenda from managerialism to
professionalism, which clearly shows that the usmedia in merger processes may vary by
institutional context.

Leadership in public organizations is by definiteopublic concern in which the public, the
media, and politicians are expected to debatestigate, and criticize decisions and actions
(Holmberg, 1986). This means that actions and dessiewed as expressions of competence
and loyalty in a private sector context might bewed as expressions of incompetence and dis-
loyalty in a public sector context, and vice ve(ibad). Organizations in the public sector (such
as university hospitals) are politically controllaad follow principles of transparency (e.g. free
access to public records). In the public sectditigal and external considerations are at least
as important as the internal economic realitiestifcally frame the context of company mer-
gers. Thus, top management in public sector orgaars must realize that dealing with the
media and the public should be considered as hatants of their work and agenda.

However, when the medical professionals in thigl\stcontacted the media to further their
agenda, the hospital Director and board membelswith private sector backgrounds — were
dismayed by what they perceived as disloyalty. dikision heads with a medical background,
on the other hand, were not surprised, since theyght media attention was justified by the
transparency logic of public sector organizatiortse private sector vs. public sector issue is
yet another competing logic that reveals the corifylef the process, while it also deepens our
understanding for why the process turned out uadiceand why unintended outcomes were
produced, which again imply that merger processesgo be highly sensitive to context.
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6.5.5 Critical events triggering changes in logic

In Study |, the critical event of amexpected verdi¢the disapproval of the unbalanced county
budget) triggered a political crisis in the regiogavernment. The verdict set the stage for the
controversial decision to merge the two universigpitals. Taking a neo-institutional perspec-
tive, we suggest that a change of decision logitom decision rationality to action rationality

-- was crucial for the uncritical adoption of thenger idea to happen. Where once the merger
had been considered impossible, it now becamehpessince decision rationality is usually
found in public sector organizations, and actidionality in private sector firms, this change in
decision logic may, therefore, be viewed as a obarignstitutional logic: from the public sec-
tor to the private sector. The political leadergfirmed this change. One politician described
the final pre-merger phase as “like a merger irbtl@ness world”.

In Study I, thepolitical decisionto reduce the capacity of the emergency departaiemte of

the sites confronted top management in the seceadpost-merger. This decision had impor-
tant ramifications as to the post-merger procehbs. division heads were already under stress
because of the escalating resistance by cliniedl ahd because of the turbulent situation in
general. While the division heads felt loyalty ke thospital Director and to the cost-cutting
goals (i.e. managerialism), they also experiengethaer conflict stemming from their dual
role as both manager and physician. This conffictdased when their medical colleagues
complained openly about top management and theemekjhough several factors contributed
to their change of logic, it seems that this padditidecision caused the division heads to finally
switch their loyalty from the hospital Director atiee management agenda (i.e. managerialism)
to the clinical staff and their medical agenda. (pfessionalism). This split within the man-
agement team triggered the last phase of the exeaubrk, which was increasingly influenced
by pressures from internal actors (division heaukdinical staff) and external actors (media,
political opposition) advocating professionalismeomanagerialism. Three years post-merger,
professionalism steered the executive work andinagltaken over the hospital agenda

In Study 1, Department X was also affected whies $amepolitical decisionas above hit the
new clinical manager unexpectedly. This closurasitat meant that high volume and emer-
gency care would be reduced at Clinical Unit XkeTgolitical leadership (SCC) justified the
decision with the argument that only rare and carafgd patient cases should be treated at Xk.
However, an earlier political decision to close ardvat Xk had already generated severe pro-
tests against the new manager by the clinical ataXk. A second critical event unexpectedly
occurred about the same time — the Thailand tsudeaster of 2004. The staff at the Xk unit
“made a huge effort” to help the survivors, patdydemonstrate the necessity for maintaining
the ward. Although department manager X tried tooadoehalf of the clinical staff by imped-
ing top management’s closure decision, he was eessaftul. When the ward closed, key staff
members left, and the Xk unit “collapsed” into “calete chaos” due to inadequate staffing.
The effort to change loyalty to the professioname too late. Eventually, the clinical staff at
Xk forced the new department manager to resignowoig his involuntary resignation, angry
staff at the opposite hospital site (i.e. unit Xdv) the first time expressed their antagonism to-
wards their colleagues at Xk. The Xk members howesantinued to regard the Xh members
as their medical peers and colleagues in theiiruomis battle against the management and the
merger.
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Although, the merger literature points to the hamizal tension between merging organizations
as an early and perhaps main merger challengegxhisple shows that the horizontal tension
was triggered at a later stage by the resignatiaepartment manager X. His resignation is
traceable to the political decisions made by tlgtoreal government. Hence, these examples
from Study | and Study Il demonstrate that unexgebglitical decisions were the triggers for
an uncontrollable chain of events, which, amongynthings, fuelled the mobilization of pro-
fessionals. Ultimately this battle led to professilism regaining its dominance over manageri-
alism, which was manifested by top management'®amrement of “patient safety” for the
third year post-merger and by the discharge ohtispital Director that followed.

By “putting the pieces together” (i.e. the thraglgts), the picture below illustrates the pre- and
post-merger processes in the case of the Karolidskeersity Hospital merger. In particular,
the picture highlights the link between the preogdind the subsequent phase/process and also
the multiple competing logics inherent in professiized, public settings:
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Figure 1: Pre- and post-merger processes in
the Karolinska University Hospital merger
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6.6 METHODOLOGICAL CONSIDERATIONS

While the organizational research tradition usegde variety of approaches, often with large
overlap, a qualitative in-depth case study desigsa selected as the most appropriate approach
for the primary goal of developing theoretical ardpirical understandings of an unfolding
merger process within its actual context (Yin, 192003). Overall, this method permits the
verification and description of the critical linletwveen the change process and the outcome of
that process, which is the central aim of the gsaehool in which this thesis is positioned.

The data collection process for a case study i®momplex than those used in other research
strategies (Yin, 2003). To ensure quality during ttata collection process, Yin's (2003) rec-
ommended principles for maximizing the benefiteage study design were therefore followed.
These principles are described next.

Use multiple sources of evidence (triangulatigh)major strength in case study data collection
Is the use of many different sources of evident®agh the collection process imposes a great
burden on the researcher. This means that any{jridia case study is likely to be much more
convincing and accurate if it is based on sevaffdrdnt sources and methods of information.
Data collection for this thesis was pluralisticsieveral ways. For example, it incorporated mul-
tiple stakeholder groups in both the pre- and puatger process who were deemed relevant for
the study of university hospitals (e.g. the affdih medical school, the owner of the hospitals,
the top management, etc.). However, Yin (2003)res#eat the most important advantage of
using multiple empirical sources is that this mdtladows the researcher to develop converg-
ing lines of inquiry through the process of trialadion. Guided by this recommendation, three
different methods of data collection were usecriiews, documents and observations.

Create a case study databa3ére main objective of a database is to allow tha dallected to

be readily retrievable for later inspection. Alka&ollected for this thesis were stored in such a
manner that other persons could retrieve the déitéeatly at a later date. For example, the
interviews were recorded on digital audiotapesthed transcribed and stored as Word files. In
particular, qualitative research software was ud&divo 7.0) to organize and categorize the
data for later access. The interviews were archiyekgistering them by a number, time, place
and category. Notes, which were taken at obsenstiowvere stored securely with interview
files/tapes and documents, either in a locked gé&oos in digital format with password protec-
tion.

Maintain a chain of evidencéfo increase the trustworthiness of the data celkecanother
recommended principle is to maintain a chain oflente, since this chain allows the re-
searcher to trace the process backward. For thsssthall interviews/citations in the case study
database were linked to key events, dominant thesuxategories, categories and clusters.
The software, NVivo 7.0, permitted tracing categerand subcategories to the evidentiary
source (e.g. the interviewees). Reversely, all @ateach category and subcategory were di-
rectly linked to the key source information, whiohturn was cross-referenced to a database in
Excel with information on the interview (e.g. daye, place). In this way, the desired chain of
evidence was maintained.
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The inclusion of illustrative quotations from thadrviewees in the case descriptions in the
three articles allows the reader to link the emplrdata to the study findings. A rich case de-
scription with quotations should also allow thederato make his or her own interpretation of
the data, at least to some extent. In this wayleisaand scholars are encouraged to challenge
the empirical patterns and theoretical interpretetisuggested by the thesis author, given that a
“purely” positivistic view (claims of one “univerktauth”) is refuted by the research tradition in
which this study rests.

Throughout the study, the levels of trustworthin@ese enhanced in several other ways. Apart
from cross-checking data consistency (see e.g.sMiléHuberman, 1994), triangulation was
used to search for rival explanations (see Pa002; Yin, 1999). The search for non-
corroborative evidence from alternative sources eaasiucted to reduce the influence of inter-
viewer bias (see also “negative evidence testindg?atton, 2002; Yin, 1999, 2003). In a further
step to ensure trustworthiness, the interviewees sampled from multiple stakeholder groups
(e.g. administration, political majority, politicapposition, the medical university, the hospital
board) and professional groupings (e.g. managecsetaries, physicians, nurses) at different
managerial levels (e.g. regional government, topagament, clinical management) and arenas
(e.g. political, research, hospital, clinical). Tdie of this sampling was to secure a broad spec-
trum of responses from relevant people whose petisps might be complementary, conflict-
ing or even contradictory (Hurley, 1999). In adufiti validation was used in which drafts of the
thesis articles were sent to available key infortsiaasking for their confirmation of prelimi-
nary findings and for additional data (see alsorfiner checking” in Devers, 1999). Member
checking was also used when group presentatioresgirgn to several respondents at the same
time (e.g. the top management group) on differenasions.

It may be argued that the data for this thesisigeokiigh internal validity but low levels of ex-
ternal validity. This issue was addressed by coimgand testing the research results against a
wider body of relevant literature at all stageshsf research process. In addition, several re-
searchers were involved in the data analysis psdoesnsure the validity of the inference proc-
ess. In the course of reaching agreement, this thtieanhscholars representing multiple disci-
plines extensively discussed and challenged tleepretations of the discovered patterns using
existing theories from the general merger and ahangnagement literature, health care re-
structuring literature and institutional and nestitutional theories.

Although the embedded case study design is the extemsive variant of a single case design,
it was chosen because it provides operationallgetai allowed by a solely holistic design on
the hospital level. Indeed, this approach also igeee key insights at the clinical department
level, which among many things revealed criticaltdas that may explain the production of
functional outcomes unpredicted by the literatidereover, leading scholars argue that studies
that try to link process to outcomes is strongerabee such studies reduce the complexity of
the study design and avoid the danger of drowmnguilitative data that are difficult to shape
in any thematic fashion (McNulty & Ferlie, 2002; Ib8, 1979). Guided by this recommenda-
tion, the embedded clinical cases of this thesiewelected based on maximum variance in
outcomes within the same context (i.e. Division ihim the KUH). This approach aided in
linking the critical factors and distinguishableaghs in the pre-merger process through the
post-merger process to the production of succeasfililunsuccessful outcomes, which demon-
strates the value of the case sampling methodinghib study.
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The findings of this research result from a sirgglee study (i.e. a merged university hospital in
Sweden). Therefore the question of generalizateseves attention. This study is concerned
primarily with the case of merger processes inipuigalth care. Care must therefore be taken
when transferring the findings and tentative exglimms from the context of professionalized,

public service settings to other contexts, sugbrizate industrial settings.

In recognition that merger processes have no deginning and no clear end, it is clear that
the findings of this thesis may be limited to thdial post-merger period of a radical change
initiative. The post-merger period reported in ttissis covers to a large extent only the first
three years. Because merger studies in healthgearerally have assessed outcome effects
within one to three years after hospital consadlihatresearchers argue that these studies are at
best measuring thehort-term effectsf hospital consolidation. However, integratioatss was
reported to be status quo when validating datgesaxs post-merger (in the year 2010). Hence,
this study indicates that the functional and dysfiamal outcomes may actually refldong-

term effect®f a university hospital merger.
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7/ CONCLUSIONS

7.1 COMPETING LOGICS IN HOSPITAL MERGERS

This thesis clearly shows that a hospital merger psocess involving a complex interplay of
internal and external factors as well as actovghith the hospital management finds it difficult
to predict and pro-actively handle relevant issaad conflicts (Jemison & Sitkin, 1986;
Greenwood et al., 1994). In particular, hospitahaggement may not appreciate sufficiently the
intra- and inter-organizational dynamics inhererthie process such as the professionals’ effec-
tive use of the media and the political oppositoefforts to further their own agendas in gov-
ernment (McNulty & Ferlie, 2002). Hence this stuglypports the process school’s criticism of
the normative strategy school whose proponentsrassitat management, in advance, can dis-
cover and handle relevant strategic and organizatifferences (e.g. Greenwood et al., 1994;
Jemison & Sitkin, 1986; McNulty & Ferlie, 2002). &dgreement with the process school per-
spective, this study clearly shows that there aversl in-built impediments in the merger pro-
cess itself that obscure its complexity (e.g. thle of managerial hubris), which makes it diffi-
cult for management to plan and carry out smoo#t-peerger integration.

Additionally, this study shows, in agreement witle {previous merger literature, that manage-
ment at all levels is important for the developmami outcome of the merger process (Schrib-
er, 2006). The prescription from the normativerditare on successful change management is
that management should adopt a linear, planneejdam approach in radical change (Ham-
mer & Champy, 1993; Kotter, 1996). Researchers take this point of view typically attribute
successful outcomes to the skills and abilitiea tétrong individual leadership” (Ibid.). How-
ever, the conclusions of this study do not agrek this finding. Although a planned, top-down
approach prescribed by classic functional theovists followed by the management both at the
hospital level (Study 1) and at the clinical leysee Department X in Study Ill), that straight-
forward, top-down approach based on “strong indiaideadership” contributed strongly to the
unexpected and unintended results (i.e. the unssitteutcome). Instead of following a top-
down, linear path, the process followed a non-lineapredictable and uncontrolled path. The
findings of this study suggest that an incrememtaergent, bottom-up approach seems to be a
better post-merger management strategy (see Degydrifrin Study ll), as confirmed by other
merger studies of professional organizations (Emp2600, 2001; Kavanagh & Ashkanasy,
20086.).

One explanation of why an incremental, emergertpboup approach works better for profes-
sional organizations is, as mentioned, that manageimas limited control over the critical
knowledge-intensive activities (Birkinshaw et a2000) because they are performed by
autonomous experts who tend to rely on their owliggunent and expertise (Lowendahl, 2005).
It has been shown there is a high risk that suofegsionals will leave an organization when
changes are implemented by a top-down approacdhgtékeir knowledge with them (Graeb-
ner, 2004; Greenwood et al., 1994). The initiafimechange is assumed to depend upon the
trust and the willingness of individual autonomeuperts who, to great extent, control the in-
tegration process (Empson, 2000; Montgomery, 20l1gre is clear evidence in both Study Il
and Study Il that the professionals take a sigaift role in the early merger stages (see also
Fulop et al., 2002, 2005). Several studies hawesiiswn that since physicians as a profession
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exercise power and successfully require autononpfarned, top-down approach is less suc-
cessful and less workable in health care (McNultiye&lie, 2002, 2004).

According to the OB-school literature, the conaafgthorizontal” cultural differences between
merging organizations has long been pointed ouh@snain post-merger challenge and the
main explanation of merger failures (see Secti@w¥®. Despite the Director's focus on han-
dling the horizontal culture (Study II) conflictsgalicted by the OB-school, this thesis shows
that the primary challenge for management, botheahospital level (Study Il) and at the clini-
cal department level (Study IIl), is dealing witret“vertical” difference and the “institutional
competition” between managerialism and professismalAs this study mainly covers the first
three years post-merger, the challenge from thizdrdal tension may of course occur at later
stages following the initial “vertical conflict” aes.

The finding that vertical institutional conflict askey driver of merger processes, and probably
the main explanation of observed outcomes, isyfamhsistent with previous research on hos-
pital mergers (see Section 2.2). This literatupgcilly points to the critical role medical pro-
fessionals have in such mergers. Overall, reseacwgee that clinical integration is a highly
complex endeavour that takes time to complete.rAdae challenge is to build trust, to obtain
professional buy-in and to deal with the resisténma the professionals (Bazzoli et al., 2004).
However, there are very few studies that expliaiitg the vertical competition between man-
agerialism and professionalism as the most impbeaplanatory factor in the development
and outcome of hospital mergers. The two-sidedoatrtonflict between managerialism and
professionalism is often explained as either tiseltef failed leadership or of the profession-
als’ resistance that impedes the pace of integrdfalop et al., 2002, 2005). Although this
study revealed that the obstruction by the probesds impeded clinical integration, many tra-
ditional merger studies on hospital mergers havdimeed to argue that horizontal tensions,
clashes and other hindering factors between thgingeiorganizations are the main reasons
behind hospital merger failures. In similar waye tiesults from studies of university hospital
mergers in the US are somewhat patchy as they tlladeorizontal tension in the centre (Kas-
tor, 2003; Cohen & Jennings, 2005), at the same &imthey report the importance of the con-
flict between economic, medical and academic lodias obstruct integration (Kastor, 2003).

7.2 IMPLICATIONS FOR THEORY

In stark contrast to existing merger literature, thsults of this thesis clearly point to the “irert
cal conflict” of competing institutional logics €i. managerialism vs. professionalism) rather
than to the “horizontal conflict” resulting fromffdirent organizational cultures as the main
post-merger challenge, both at the hospital ardceli department levels. Kitchener (2002),
grounding his reasoning on studies of universitgpital mergers in the US, particularly one
university hospital merger, describes how manageek legitimacy by making the merger in-
disputable. The findings of this study agree witiichkener's observations. His explanatory
model identifies phases in the pre- and post-mepgacesses that have similarities with the
observations in this study.

As the starting point, Kitchener uses the notiorcafiformance to myths (Meyer & Rowan,

1977) to explain the merger phenomenon in health. ddeyer and Rowan (1977: 344) argue
that executives within highly institutionalizedlfie adopt innovations when (and because) they
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constitute “manifestations of powerful institutibmales which function as highly rationalized
myths that are binding”. This power of normativenpulsion ensures that certain practices, as
soon as they have been acknowledged, are adopdeti\and uncritically not so much to exe-
cute tasks more efficiently but to gain legitimaayd cultural support (DiMaggio & Powell,
1983).

Political sociologists such as Brint and Karab&9I: 355) argue that organizational analysts
lack the theoretical tools with which to explaire thntecedents of institutionalized myths and
the ways in which they are established as soaits faithin “arenas of power relations”. Previ-
ous accounts tend to employ notions such as faglyides (Abrahamson, 1991; Staw & Ep-
stein, 2000) that ignore the fact that stakeholdeve these interests.

Therefore Kitchener (2002) integrates selected ejotsc from political science and social
movement theory to extend the capacity of institl theory to explain organizational change

in professional fields. His integrated model adskesga) the antecedents, (b) the processes and
(c) the implications of institutional change prases that involve the uncritical adoption of
managerial innovations in professional fields.

Dysfunctional
outcomes

Myths Uncritical

¢ Unstable hybrid
¢ Sedimentation

ETEGEE S established by adoption of

change agents innovation

Antecedents Mobilization Adoption Organisational
of org. ideas of org. ideas of org. ideas Outcome

Figure 2: Kitchener’s (2002) conceptual model for
managerial innovations in professional fields

The final part of Kitchener's model is especiattyriguing in relation to this study. In terms of
predicted outcomes, the model suggests that thadat outcomes of managerial innovations
such as mergers are unlikely to appear when thee§sadimented” upon the enduring features
of professionalism. Cooper et al. (1996) show Hosvadoption of managerial innovations may
not produce the intended outcomes within highlyitutsonalized fields in their exploration of
the emergence of hybrid organizational forms tatgrise “sedimented” structures and logics.
This geological metaphor is used to describe thetabie organizational forms that emerge
when managerial innovations such as mergers aresiiopupon the institutional logic and deep
structures of professionalism.
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7.2.1 An attempt to formulate a theoretical contrib  ution

Kitchener's (2002) model of “managerial myths ifessional fields” provides a useful start-
ing point for understanding why dysfunctional orgational outcomes are likely when mana-
gerial innovations are uncritically “sedimented”onpthe deep structures of professionalism
(Cooper et al., 1996). However, Kitchener (2002)del has not the capacity to fully explain
the key findings of this study. First, the init@thase of the model referring to the antecedents
does not explain why an organizational innovatitea (e.g. a merger) may also originate from
professionalism (i.e. the opposite institutionaitoof managerialism). As a consequence, the
mobilization phase does not account for the pdagitiiat change agents, who represent com-
peting institutional logics, may initiate a merdpsrtheir co-operative acts. Finally and perhaps
most importantly, the third phase of the model dugtsacknowledge the possibility thfainc-
tional outcomesnay actually arise even when “executives jump amndivagons to adopt cer-
tain myths uncritically” (Kitchener, 2002: 392). &tempirical results of this study fit better
with a development of the Kitchener model in théfaing way.

Functional

outcomes

«Stable hybrid
* ’ybridization

* Emergent
within planned
* Bottom-up

<+-- Pre-merger : Post-merger --*
process i process

Means E Reinterpretation SEEEEEETEEEE R PR Y
convergence of of formal
multiple logics i mandate

Professionalism

Change of
decision logic

Myths Uncritical ; Unfiltered
established by adoption of T interpretation of
change agents innovation : formal mandate

Managerialism

Antecedents Mobilization Adoption Interpretation of * Planned
of org. ideas of org. ideas of org. ideas institutional * Linear Dysfunctional
: pressures « Top down outcomes

Implementation
of change
strategy

« Unstable hybrid
« Sedimentation

Organisational
Outcome

Figure 3: An extended model proposed for
managerial innovations in professional fields

The first phase of the organizational innovatioantecedents of the idea — includes both the
logics of a professional organization, “professlmma’ and “managerialism” as possible bases
of organizational legitimacy. The second phase bilization of the idea — depicts the possibil-
ity of mobilizing support for an organizational &érough means convergence (i.e. the com-
peting logics are re-coupled and multiple staketrsléire united). Towards the right, the third
phase — adoption of organizational idea — deplesuncritical adoption of the merger idea,
which in our case was the effect of an unexpedetige of decision logic (triggered by a criti-
cal incident).
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This study provides detailed data on the post-nmengegration processes at two organizational
levels: the hospital and the clinical departmentlg that allows the link between the pre-
merger process and organizational outcomes to plrexl more thoroughly than in Kitch-
ener’s (2002) original model, which largely addessthe pre-merger phases. By extending the
model with additional phases in the post-mergecgss, the new model reveals the conditions
and formula for a more prosperous alternative gfudhctional outcomes: the scenario of func-
tional merger outcomes.

The first new element is attributed to the criticale management at all organizational levels
plays in its “interpretation of institutional preses” (manifested by the formal mandate) and
the change context (e.g. manifested by professgmpal Two possible options emerge from the
empirical analysis: 1) an unfiltered interpretatointhe formal mandate stemming from top-
down pressures on the legitimacy bases of a puragesial logic; and 2) a re-interpretation of
the formal mandate to address the competing itistit@i logics of professionalism and man-
agerialism.

Moving further to the right, “implementation of aige strategy” addresses the different change
approaches observed in Study Il and Study IIl. fopedown, planned approach demonstrated
by the top management (see Study 1) and the elim@nager at Department X (see Study IlI)
follows the literature’s classic management preson originating in the strategy school (see
Section 2.3.3). The bottom-up, emergent approacdhodstrated by the clinical managers at
Department Y (see Study lll) is consistent with titerature’s prescriptions for professional
organizations originating in the process schoat Section 2.3.5). However, a closer analysis
reveals that the management in Department Y (Stlidused an emergent change strategy
within planned boundaries (set by top management), wigtbcts a more recent research
stream that combines the emergent with the plaapptbach to change (e.g. Bamford & For-
rester, 2003; Bartunek, 2003).

In Kitchener's (2002) explanation of why merger¢enflead to dysfunctional outcomes, he
states that an “uncritical adoption” of an orgatimaal innovation is likely to achieve only a
“sedimented layer” of managerialism that does ioigtrate the deep structures of professional-
ism.

An important empirical contribution of this study therefore the observation that functional
outcomes were unexpectedly produced by one oflthieat cases. Functional outcomes were
manifested through a successful clinical integratishich seemingly was a result of an 1) in-
terpretation of institutional pressures, 2) a cleasgyategy and a 3) management system de-
signed to fit both the logics girofessionalismand managerialism This “hybrid approach to
change” allowed &e-couplingof competing logics in a shared hybrid arena l{aical depart-
ment level) as well as a classie-couplingof them by dividing managerial responsibilities be
tween the professional and administrative domaygsadal for political organizations). In more
practical terms, one formal manager managed issyewsards” to satisfy the needs of the for-
mal agenda and one informal manager managed issows-wards” to meet the demands of
the professionals.
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7.2.2 Practical implication

It is evident from the findings of this and prewsostudies that competing logics easily cause
high emotional and professional costs for “hybiidtividuals” i.e. physician managers (Mont-
gomery, 2001), which may impede their importank tasbalancing competing logics of pro-
fessionalism and managerialism. Although Coopet.€t1996) claim that hybrids are schizoid
and unstable organizational forms, this study shimatthe design of a stable enduring hybrid
management systems is still possible (McNulty &liEe2002, 2004) and mage factohave
better prospects for success than hybrid posifjoesphysician managers). Such hybrid sys-
tems may even increase organizational legitimatygniattempts to achieve radical change are
made in organizations embedded in “deep structuigsiofession

7.2.3 Future research

This alternative model of establishing managedahbs in highly institutionalized fields is con-
sistent with neo-institutional theories on radichlnge that predict that convergent change
rather than a radical change is more likely to odcprofessionalized fields when there is a
battle between the two competing logics of manatiem and professionalism (Greenwood et
al., 2004; McNulty & Ferlie, 2002, 2004). Howevassuming there will be further limitations
to organizational reforms designed to achieve eddibange due to the enduring legitimacy
bases of professionalism, future researchers aficl{makers are encouraged to take a re-
newed interest in “hybridization” as a possible@dative to movements from one “pure” ar-
chetype to another. Hybrid arrangements encompassimpeting logics appear to pose differ-
ent questions. Among these questions are goverrrarastions about the required regulations
and governance methods, organizational identitiy/cilquestions about making sense of con-
flicting demands and coping with them, and the edezhange processes for balancing compet-
ing institutional logics. The theories of radichhoge seem to be of less relevance in answering
such research questions. Hybridization, as McNaittgt Ferlie (2004) argue, may even show
the way into a post-NPM era.
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10 ENDNOTES

"In 1997, MéIndal, Ostra, and Sahlgrenska hospitaie merged into Sahlgrenska University Hospitaite that
only one hospital (i.e. Sahlgrenska hospital) wasigersity hospitapre-merger Hence, this merger cannot be con-
sidered “a merger of equals” as opposed to theliiaka University Hospital and Sk&ne University bital merger.

T M&As refer to listed companies in the private istly, which is inapplicable for health care orgatiams in public
settings (such as in this study).

I Recently, researchers in this field (e.g. Golb&\&it, 1988) have sought to identify potential caueé merger
waves, which are said to be crucial in the foréieggif merger activity. While the general notiomttimergers occur
in waves is practically undisputed, there is narcleonsensus on how to model and identify the geettining of
distinct merger waves.

¥ Economic history has pointed to five different geerwaves in the business world. The merger wateeol 980s
and early 1990s differed substantially from thathef previous great boom of the 1960s and earl4,97t only in
terms of increased scale and geographical spreagdmuin terms of merger type (Ibid.). In the negrgrave of the
1960s and early 1970s, most combinations wereeo€dimglomerate type. In contrast, most combinatittmig the
merger wave of the 1990s and 2000s have been bbtimontal or related type (Cartwright & Cooped92). Many

of these mergers have also been cross-border, Waghesulted in more research on global merggpecally those
taking place in East Asia and Europe (Sgderbergara,, 2003.).

¥ Their synthesiszed review includes 101 articlestkimg papers, monographs, and books. They also
claim that it is the first review to bring togethmth quantitative and qualitative research tossseegan-
izational change in health care.

¥ “Strategic fit” is commonly understood as the @egto which the merging firms complement or aug-
ment one another’s operations and strategies [S@®atta, 1991). Differences between merging com-
panies are generally framed in terms of complenigiets whereas similarities are framed in terms of
synergies.

Vi« Organizational/cultural fit” refers to differensdetween the administrative and cultural pracifce
merging firms as well as personnel characteri¢tes e.g. Datta, 1991; Sales & Mirvis, 1984). Adeor
ing to this “horizontal fit” perspective, the mgsbblematic situations are those where the valods a
beliefs are contradictory.

Vil |.e. Managers’ tendency to be overenthusiasticoaredconfident about merger outcomes in the
merger planning stage.

X By outcome, this thesis refers to intermediatenizational outcomes (rather than the final outcome
characteristic of biomedical research). See Stlidgrl detailed information on our use of ‘outcome’

x In Study 111, this aspect was handled by collegtinterviews from both the managers (change apents
and the staff (change recipients).

Xl Because a “conventional approach to content asdlysis largely used, it will only be summarized in
this section (see e.g. Hsieh & Shannon, 2002 faerdetails). A challenge to this approach is thaan
easily be confused with other methods such as geslitheory. However, although grounded theory may
seem to share a similar initial analytical approéaipes beyond content analysis to develop theory

X' Driven by a political agenda, large and quick sastings expected from the merger were based on
SCC's roughly calculated cost savings needed tanbalthe budget by the next political electiorh@at
than by detailed calculations of potential synesgie

Xt Calculated as €20 million in achieved savingsl(iding surplus) in year 2005, divided by €1000 mil-
lion in annual turnover.
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