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Case 1

Contracting for Success: Scoping Large Organizational Change Efforts

Laurie K. Cure and Marilyn Schock

Case Summary- Valley Medical Center

The case outlines the challenges of a new hospital CEO as he seeks to address significant
strategic and operational issues for Valley Medical Center (VMC). As the fifth CEO in less than
24 months, Robert faces declining volumes, low employee morale, and less than optimal patient
satisfaction scores. A competitor facility is entering the market and physician and employee
relations are strained. As a result, leadership is struggling during this pivotal stage in its life
cycle. The combination of these issues has created an elevated sense of urgency for
organizational development support.

The case begins with Robert as he seeks to engage a consultant, Karen. He is requiring assistance
in navigating and prioritizing the critical issues he faces. Karen and Robert tour the hospital and
meet various individuals who help to her in understanding the organizational challenges. Robert
has created five strategic priorities for the facility; strong employee engagement, high patient
satisfaction, quality patient care, being physician friendly and achieving financial strength.
Throughout the case, each of these priorities are explored providing the reader with a brief
organizational assessment and summary of potential concerns. This provides an important
foundation for the Organizational Development (OD) recommendations sought.

Summary of Teaching Points

Whole organizational interventions can be challenging for organizational development (OD)
practitioners and business leaders. Moving from interventions that seek to address and isolate
root cause issues, whole system interventions allow for changes to organizational culture and
design in order to integrate and align strategic business needs (Mozenter, 2002). Assuming a
systems perspective often involves managing complex issues and implementing interventions
that address the larger organization (Arena, 2003). In considering this from the perspective of
leadership culture, and change management, it is clear that, “the solutions that will evolve from
the whole system will be very different than the solutions that will evolve from an individual or
small group” (Arena, 2003, p. 81).
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The case seeks to demonstrate the complexity of significant organizational change. From an
organizational development perspective, students are asked to consider various elements of an
organizational assessment and determine which are important to address and prioritize through a
contracting process. The International Development Research Center (Lusthaus, Adrein,
Anderson, Carden, Montalvan, 2002) has published a book which presents four areas for
consideration by OD practitioners as they consider organizational issues. These aspects become
pertinent in reviewing and analyzing the case and are presented below.

The first area of consideration is organizational performance. This incorporates aspects of
organizational effectiveness and financial viability (Lusthaus, et.al., 2002). These are critical
issues for VMC. Their performance in key areas such as employee engagement, retention and
patient satisfaction are poor. In addition, while financial outcomes have historically been strong,
their financial performance is at risk with declining market share and increased competition.
These components are important for an OD consultant as they consider the urgency of the
situation and the recommendations at hand. It will be important for students to recognize these
issues as foundational to the case, particularly in light of contracting and organizational change.

Piggybacking on organizational performance is the need to know and understand how various
internal and external environmental issues are affecting the facility. Certainly, the case reflects
significant competitive threats, but it also hints at some internal decisions around the viability of
the organization over the long term. Students should be able to recognize the various strengths
and vulnerabilities within the organization as they seek solutions and recommendations. In
addition, it is important that they can identify key stakeholders and address issues with each of
these groups in their recommendations.

Third is organizational capacity which asks consultants to consider how resources within the
company are used to impact performance (Lusthaus, et.al., 2002). This includes leadership,
organizational structure, process efforts, and human resources issues. For Valley Medical Center,
leadership is an area requiring attention. Aspects of development and accountability were
brought forward and recommendations in these areas will support success. In addition, VMC
might consider structure challenges and whether they have the appropriate structure to address
issues between departments. A great area for discussion in this realm is to pose the question: how
is the organization using its resources to perform effectively?

Additional areas of student assessment in this dimension include considerations of leadership
theory and motivational theory, both of which impact the challenges being experienced by VMC.
Change management strategies also surface as the CEO seeks to implement new priorities and a
new focus. In considering these components, students should recognize methods and models for
leading change including creating a sense of urgency, shaping a vision, mobilizing commitment
and making change last.
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Finally, areas of organizational motivation, including culture, company history, mission,
and reward structures require analysis (Lusthaus, et.al., 2002). This arena considers the various
motivating factors that drive people within the company to perform. One of the most significant
issues for VMC is culture and the conscious development of a new culture. Robert’s team has
experienced significant leadership changes and he has established a new vision and direction.
With five different CEO’s over a two year time frame, Robert’s focus is one of many that the
leaders and staff have needed to embrace over a short period of time. While he is highly
inspirational and exhibits commitment, he will need to engage key stakeholders in this vision by
developing relationships of trust and seeking their involvement. He will also need to be strategic
in defining and developing the new culture, thereby working with the strengths of the current
culture and deliberately building new cultural elements to address his challenges.

Possible Elements of Question Responses

Question 1 from Case Study:

In considering the case above, where does Valley Medical Center have strengths? Where do they
have challenges?

Organizational performance is poor in many of their priority focus areas. If the facility is to
remain viable, they must address their global strategic challenges and execute plans which will
improve market share and create enhanced physician partnerships. This will support program and
volume growth. Strong community support is an advantage in this arena. While these issues are
not always seen as traditional “organizational development” issues, they are critical to assess
when managing whole scale change and contracting effectively for services.

In terms of organizational capacity, the CEO, Robert, brings strong strategic leadership and has
made difficult decisions in regards to his senior leadership team. Robert’s vision is clear and he
models behavior by engaging patients, staff and physicians. He is an inspirational leader who has
brought focus and accountability through the five priorities and the facilities ground rules.

However, many of the facility challenges lie in this dimension as well. Rapid turnover in CEO’s
and other senior leadership roles has created insecurity amongst staff and physicians. Threats to
retention and problems with employee morale and engagement were serious concerns for leaders
at VMC. In addition, the external environment creates a recruitment challenge with a competitor
entering the market and overall shortages of healthcare workers in the industry. One of the
greatest challenges from the human resources perspective aligned to culture changes. VMC is in
a position where they need to recruit and retain high quality employees which fit their new and
emerging culture. This requires enhanced leadership skills and the ability to support
accountability and actively address employee disengagement. It will also require VMC to clearly
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consider their emerging culture and create hiring selection processes and criteria to support
employee-organization fit.

The last significant area builds on organizational motivation and culture. VMC has a rich
history and strong community loyalty. They have a culture which is family oriented, committed,
genuinely caring, and compassionate. These items provide a strong foundation for the
organization. However, with all the changes being experienced both within the facility and in the
market, levels of fear are high. The staff, leaders and physicians have not operated in a highly
competitive market and there is a strong sense of complacency. In addition, prior to Robert’s
arrival, there was limited focus and lack of accountability.

Another area of concern is staff getting stuck in the mindset of doing things the way they always
been done. VMC'’s outcomes demonstrate the need for change and improvement and it will be
important to try new methods for achieving results. Adding to this challenge is the fact that
teams are not acting in a cohesive way; everyone is operating in their own best interest. As VMC
seeks to provide the best quality patient experience, they will need to enhance interdisciplinary
teamwork.

Question 2 from Case Study:

What are the critical success factors for Valley Medical Center. As an OD practitioner. What
recommendations would you make to support Robert in achieving his goals?
Critical success factors for the organization:

High levels of employee engagement.

High quality patient care and satisfaction.

Strong patient and physician relationships.

Financial viability through a strategic focus.
Recommendations:

Culture assessment and development- a formal plan needs to be developed and created to ensure
leadership is deliberate in creating a culture that will build on their strengths, but also move them
to be more market, patient and employee focused.

Structures need to be implemented which will ensure appropriate involvement by key
stakeholders (physician, leaders, staff)

Key stakeholders need to be engaged in the creation of the vision, strategy and core decision
making processes.



