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ABSTRACT 

Researchers have discussed the problems of restructuring, the methods used to 

measure restructuring success, the effectiveness of restructuring efforts, and prescriptions 

for successful restructuring among specific types of organizations (for-profit and public 

non-profit). While some have suggested that different challenges face for-profit sector 

and public non-profit sector restructuring efforts, few have compared the restructuring 

processes in both sectors based on the statements made by organizational representatives. 

This research studies both the language of restructuring as used by university and 

corporate leaders and the actual results of the restructuring plans presented through the 

theoretical frameworks of isomorphism and resource dependency. The documents 

collected from each organization were limited to those prepared for public consumption 

and reflected the language used by top management or administrators. An approach. 

using multiple case studies, was employed to organize and focus the data collected. The 

use of individual cases provided the opportunity to examine specific restructuring 

strategies, language, and results used by different organizations functioning in different 

economic sectors. The language analysis looked for the expression of different or similar 

organizational values expressed during the course of restructuring. The organizations 

studied all underwent recent restructuring efforts, and included two Research I 

universities and three Fortune 500 businesses. This research indicated that the public 

rhetoric of restructuring may not reflect the actual activities of restructuring taking place 

within an organization. Even though the business literature and many businesses 

themselves have extolled the benefits of a more collaborative management style since the 



early 1980's. and legislatures have encouraged public universities to be more business

like since the early 1990's. and though much of the rhetoric reflected these pressures, the 

actual management processes showed very little change in either group. A movement 

toward one another in management style was not found in these organizations. All five 

organizations structured rhetoric to satisfy their constituents, all five organizations 

maintained their traditional management and decision making styles, and. at the end of 

the restructuring period, all five organizations were still trying to find ways to improve 

their organizational outcomes. 
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CHAPTER ONE 
STATEMENT OF THE PROBLEM 

Introduction 

The restructuring, downsizing, or rightsizing of organizations have been topics for 

analysis, discussion and disagreement, in both the popular press and research literature 

for well over a decade. Researchers who study for-profit businesses approach the 

restructuring issue in various ways, but generally focus on the methods that may be used 

to enhance organizational outcomes, such as improving productivity (Konrad and Pfeffer. 

1990). adjusting incentives (Tosi and Gomez-Mejia. 1989; Schotter and Weigelt. 1992; 

Bethel and Liebeskind. 1993). and overall organizational reengineering (Lovelock (ed.) 

1992; Hammer and Champy. 1993; Rao. 1995). The common understanding that emerges 

no matter what the method or focus of analysis, is that for-profit businesses restructure 

their organizations to achieve improved profitability. Researchers studying public, non

profit institutions of higher education also discuss productivity (Rhoades. 1993; Leslie 

and Rhoades. 1993; Stanley and Adams. 1994). incentives (Guskin. 1994) and 

organizational restructuring (Stauffer. 1990; Gumport. 1993; Zajac and Kraatz. 1993). 

The felt need to decrease costs and improve accountability is found commonly in 

discussions of higher education restructuring. While measuring changes in profitability, 

productivity, and cost levels seems relatively straightforward, the research surrounding 

both for-profit and non-profit organizations provides no clear cut formula for achieving 

the desired changes consistently in either sector. 
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Background 

Beginning in the early 1980s. United States manufacturing businesses faced a 

number of economic challenges: a global increase in competition accompanied by a 

flattening of demand; rapid technological change coupled with obsolete workforces; and 

the aggressive financial expectations of investors, which at least indirectly, precipitated 

many cost cutting efforts (Downs. 1995). In response to these challenges, manufacturers 

looked for ways to cut operational costs while improving product quality in order to 

compete effectively. By the early 1990s, deregulation and the opening of world-wide 

service markets influenced service sector industries (such as health care, banking, travel, 

and transportation) and cost control became an issue for these organizations, as well. 

Lovelock (1992) detailed a number of indicators that suggested service sector industries 

needed to change their operations radically in order to stay competitive. These indicators 

included: the privatization of service organizations once owned by governments; the 

traditional healthcare system being displaced partially by a complex variety of deliver\' 

systems; and the derivation of at least a third of large manufacturing firm revenues from 

the service businesses they operate. 

In 1990. Clark Kerr suggested that the impact of globalization and the process of 

becoming "one world" (pg. 14) had finally reached higher education. Many colleges and 

universities initiated restructuring efforts. These organizations apparently were searching 

for ways to achieve higher levels of efficiency, effectiveness, and accountability without 

jeopardizing the ability to provide a high-quality education for their students. Zusman 
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(1994) noted that at both state and federal levels accountability now encompassed more 

than fiscal issues. Demonstrations that institutions were achieving governmental 

priorities, meeting student outcome goals, and functioning with greater efficiency also 

were being demanded. Indicators of how institutions dealt with the need to reduce costs 

during 1994-95 included: twenty percent of higher education institutions reported a net-

loss in full-time faculty compared with the previous year; a third offered incentives for 

early retirement; and nearly fifty percent increased the number of part-time teaching 

appointments in the past year (El-Khawas. 1995). The use of restructuring as an effective 

means of achieving organizational efficiency is debated, but even as the debate continues, 

restructuring remains a v^idely used management tool. 

Restructuring Perspectives 

Researchers have discussed the problems of restructuring, the methods used to 

measure restructuring success, the effectiveness of restructuring efforts, and prescriptions 

for successfiil restructuring among specific types of organizations (for-profit and non

profit). While some have suggested that different challenges face for-profit sector and 

non-profit sector restructuring efforts, few have compared the restructuring processes in 

both sectors based on the statements made by organizational representatives. Gumport 

(1993) looked at the language used surrounding academic program reductions, but her 

research concentrated on the language of faculty participants (organizational employees), 

did not include for-profit organizations, or examine the language of top management. 

Increasingly, rather than seeing universities as distinct and unique, these institutions are 

viewed as connected to and driven by business, and as becoming privatized and 
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corporatized with administrators acting like executives (Solomon and Solomon. 1993). 

The research that examines the higher education sector tends to use the corporate sector 

as a point of reference in the restructuring discussion. This may be because the corporate 

sector has been faced with the problem of restructuring for a longer period of time than 

higher education or because legislatures have encouraged universities to act in a more 

"business-like" way (Guskin. 1994; Chait, 1990). If universities indeed have moved 

toward adopting business sector approaches to problem solving, it would be useful to 

understand how the restructuring plans of for-profit enterprises compare to those of 

public universities as expressed by executives through formal communication with the 

organizations' constituents. 

Research Approach 

This research investigates the extent to which top managers, working in for-profit 

businesses, and top central administrators (chief academic officers and presidents) at 

public universities share similar restructuring perspectives. It also compares actual 

restructuring results with the restructuring goals stated in formal, public communication 

such as speeches, annual reports, and newspaper columns, to gain an understanding of 

how restructuring plans are actualized. Finally, the implications these results have for the 

restructuring organizations, their employees, customers, shareholders, and other 

constituents are discussed. 

A multiple case study of selected businesses and universities that have 

restructured or are restructuring provided the basis for analysis. Through the study of 

both restructuring language and results, a well-rounded analysis of organizational 
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restructuring processes is possible. The insight gained should be valuable to those who 

are planning restructuring, those who have restructured without achieving the planned 

effect, and those who are interested in how the management of restructuring in businesses 

and universities may compare. 

Research Problem 

This study is designed: 

1) To increase knowledge of the restructuring process in such a way that new 

understandings of similarities and differences existing between the profit and non-profit 

sectors may be developed. 

2) To discover the extent to which the results of these restructuring efforts retlect 

top management's stated goals, in order to better understand the restructuring process and 

how the restructuring process may be influenced by both internal and external forces. 

3) To determine which organizational groups may benefit from the restructuring 

efforts and which groups may be disadvantaged by the restructuring actions, in order to 

provide decision makers with insight as to the possible positive and negative outcomes 

that might occur as a result of restructuring. 

Research Significance 

During the 1970s and 1980s, the American economy suffered a series of 

downturns. Although all sectors experienced financial stress, the period from the mid-

1970s through the end of the 1980s affected manufacturing businesses the most. Key 

manufacturing industries such as automobiles, semiconductors, and consumer electronics 

were confronted with significant challenges from foreign competitors for the first time 
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(Hayes & Wheelwright. 1984). Industn' responded by finding ways to cut costs while 

improving productivity, quality, and market share. This drive to be more competitive 

fostered a proliferation of prescriptions for restructuring organizations and changing 

management styles (Schonberger. 1982). The proliferation continued into the 1990s, 

when Tom Peters recommended to the readers of his syndicated column that they read 

Fortune magazine once a month in order to stay abreast of the latest corporate models 

(Peters, 1994). Peter Drucker (1993) indicated that large American corporations took the 

prescriptions to heart, with most cutting management levels by one-third or more. Despite 

these actions, he predicted that: "...businesses will undergo more, and more radical 

restructuring in the 1990s than at any time since the modem corporation first evolved in 

the 1920s" (Drucker, 1993. pg. 18). 

While organizational restructuring is not limited to the creation, elimination, or 

shifting of jobs, these figures do provide an indication that restructuring is indeed 

prevalent. Fifty per cent of all companies with 500 to 5,000 employees conducted layoffs 

during the 1980s totaling a loss of about eight million jobs (Downs, 1995). During that 

same period, the service sector created nearly 20 million new jobs, with about two-thirds 

of those jobs being clzissified as white-collar (Roach, 1992). More than 85% of the 

Fortune 1000 firms downsized between 1987 and 1991 (Brockner, Grover. O'Malley, 

Reed. Glynn. 1993) and the trend continued into the 1990s, with four times as many 

employees being laid off in 1991 as in 1989 (Downs, 1995). For example, Eastman 

Kodak indicated that it restructured five times since 1985 at a cost of more than $2.1 

billion and 12.000 jobs (Downs. 1995). It is important to note that restructuring involves 
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job shifting as well as job elimination. The American Management Association (AMA) 

research found that 60% of the companies that laid off employees in 1992. also laid off 

employees in 1993. while a 1994 AMA survey revealed that two-thirds of the companies 

that laid off also reported hiring new employees in other areas. These statistics do not 

provide a basis for comparing former and current workforce characteristics, but these 

numbers do indicate that the restructuring trend precipitated significant adjustments to the 

number and types of jobs available. 

Service Sector Restructuring 

During the 1990s. restructuring spread beyond industrial America to the service 

sector (Lovelock. 1992; Bowman and Singh. 1993). At a time when many expected the 

growing service sector to provide an alternative to the shifting of jobs in the 

manufacturing sector (Drucker. Managing for Change. 1995). deregulation opened up the 

service sector to both national and global competition and service organizations found 

themselves looking for ways to cut costs. For example, the deregulation of the airline 

industry saw new carriers coming and going, which caused long established carriers to 

adjust route structures and operational strategies. At times, these strategies resulted in 

long-time carriers being merged out of existence or liquidated (Lovelock. 1992). 

Traditional "mom and pop" type operations, such as real estate agencies and restaurants. 
« 

through franchising, became national and even international organizations (Lovelock. 

1992). 

Institutions of finance, health care, and higher education are considered as part 

service sector (Lovelock. 1992). These types of organizations all have faced restructuring 
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challenges. The banking industry experienced a number of restructuring challenges 

during the 1980's starting with deregulation and continuing through to automation. The 

problems this industry had in learning to cope effectively with its new working 

environments became apparent during the mid-1980's. A nationwide crisis in the banking 

industry, precipitated by factors ranging from deregulation to shifting economic fortunes 

in a number of industries (Hector. 1988). erupted resulting in millions of dollars and 

thousands of jobs lost. A shifting of industrial jobs at that time caused the State of 

California to place pressure on bank loan portfolios, which stimulated banks to lower 

costs. Given these pressures. BankAmerica closed 132 branches in 1984 and reduced its 

workforce by four percent (Schmenner. 1986). One Alabama banking organization found 

the addition of automated teller machines an une.xpected productivity challenge. The 

number of new accounts increased 19% (22.000 customers), time spent with new 

customers increased 86%. yet branch staffing levels were held constant (Seaman. 1992). 

The changes already experienced by the health care industry in the United States 

have been compared to those facing higher education (Guskin. 1994). The new for-profit 

hospitals, such as those developed by Humana and Hospital Corporation of America 

(now known as Columbia HCA) usually deal with routine types of medical treatment and 

offer the customer lower cost service and convenience, in part, because they do not get 

involved with performing complex diagnoses or treating the extremely ill and dying. The 

patients that need more complex services are transferred routinely to more traditional 

medical centers (usually non-profit), where the need to maintain the latest equipment and 

a highly trained staff naturally increase the cost of services (Schmermer. 1986). An 



19 

additional parallel between health care and higher education is in the difficulty 

experienced when attempting to measure output and productivity, and. in turn, develop 

appropriate reward structures. A danger occurs for individuals requiring health care when 

employee incentives emphasize cost shifting over social efficiency (Weisbrod. 1992). 

Nationally, higher education has experienced a steady decline in its share of state 

budgets since 1968 (Mortenson. 1991; Hansen and Stampen. 1994). During the 1991-

1992 academic year, up to two-thirds of American public research universities faced 

substantial budget cuts (Gumport. 1993) and research completed in 1994 indicated that 

colleges and universities faced their most significant financial crisis in over 40 years 

(Guskin.1994). These authors asserted that the financial pressures they outlined along 

with the institutional desire to address a public perception that universities are 

"mismanaged bureaucracies unable to address societal or student needs" (Chabotar and 

Honan. 1990). have provided the impetus for the restructuring of programs and 

operations. 

Others challenge the extent of the financial problems being experienced at 

publicly supported universities. A 1995 report echoed the concerns voiced by Solomon 

and Solomon (1993). This report indicated that reductions in real dollars had stopped and 

that the continuing push to restructure was simply an attempt to reallocate funds whether 

it be from one area of study to another or from support of teaching and research to 

administrative structures (Bernstein, Carol; Downing. Theodore and Yang. Tien Wei 

(eds.). 1995). This dichotomy of opinions concerning the condition of university financial 

support is described by Millet (1987): 
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"Public institutions of higher education generally believe that they are under 
funded by state governments, under appreciated by the public, and misunderstood in 
terms of the different outputs they produce and the different circumstances in which they 
operate. Chief executives, budget analysts, legislators, and legislative staffs tend to 
believe that public institutions of higher education are poorly managed, misuse available 
resources, conceal or misstate information about their operations, and overvalue the 
economic utility of their products (Millet. 1987. pg. 145)." 

Although a variety of factors may combine to precipitate the decision to 

restructure, one situation is common to all organizations—the level of organizational costs 

is unacceptably high when compared to revenues (Hammer and Champy. 1993; Guskin. 

1994). Despite the different perspectives and approaches used by those researching 

restructuring in higher education, all agree that the generous fiinding levels provided by 

state governments in the past are no longer available to public universities and are 

unlikely to return in the foreseeable fiiture (Guskin. 1994; Breneman. 1994; Levin. 1989; 

Chait. 1990; Slaughter and Leslie. 1997). The extent of financial restriction varies from 

state-to-state and from year-to-year. Accounting for inflation, at least two-thirds of public 

colleges and universities had no real increase in the level of their operating budgets in 

1992-1993 (El-Khawas. 1993). While budget money held steady, the level of 

expenditures (in constant dollars) per full-time student at public universities increased. 

Over a period from 1977 to 1991. the overall the cost per student increased by 22%. If 

one considers just the administrative costs at public universities over the same time 

period, that increase was 27% (Smith. Rogers et.al.. 1994). 

The pressure of competition from the private sector combined with increased 

competition for funds in the public sector means that restructuring and reorganizing will 

be a fact of life in most organizations for the foreseeable future (Breneman. 1994). 
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Managers have come to accept that decisions about restructuring must be a major part of 

long-term strategic planning (Bowman and Singh. 1993). These factors, coupled with the 

service sector accounting for 75% of all private economy jobs in 1990. up from 55% in 

the 1970s (Roach. 1992), and the ongoing conversion of the economy to a service 

orientation (Bowman and Singh. 1993). make the study of the restructuring process an 

importzmt part of understanding the managerial and administrative challenges facing 

organizations today and continuing into the future. 

Theoretical Framework 

This research uses institutional (organizational) theoretical frameworks to study 

both the language of restructuring as used by university and corporate leaders and the 

actual results of the restructuring plans presented. The institutional frameworks of 

particular interest to this discussion are DiMaggio and Powell's (1983) discussion of 

institutional isomorphism, specifically mimetic isomorphism and the concept of resource 

dependency as discussed by Pfeffer (1978). The analysis uses and modifies each of these 

analytical perspectives to provide a more complete understanding of restructuring in both 

the educational and business sectors. 

Research Design and Analysis 

This research illuminates the process of restructuring by studying both the 

language used and the results realized by businesses and institutions of higher education 

that have restructured. By analyzing the restructuring plans of a few representative 

organizations in the context of rhetoric, themes, and outcomes, this research provides a 

more complete view of the restructuring process than bottom-line financial (cost/profit) 
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analysis alone. This combined analysis of restructuring method and results, with a 

concentration on top management language and presentation, is intended to provide an 

understanding of the planning and implementation strategies employed by organizational 

leaders charged with restructuring. 

An approach, using multiple case studies, was employed to organize and focus the 

data collected. The use of individual cases provided the opportunity to examine specific 

restructuring strategies, language, and results used by different organizations functioning 

in different economic sectors. The organizations selected for study included two Research 

I universities and three Fortune 500 businesses. While the recent Fortune 500 lists (lists 

are published annually) have ranked businesses in a number of ways, the main measure 

used for inclusion on the list is based on the total market value of the organization 

(Warner. 1997). 

The institutions selected are the University of California at Los Angeles (UCLA) 

and the University of Minnesota. Both are large, well-established Research I universities 

that enjoy reputations for high quality in the areas of teaching, research, and service. Both 

nearly have completed restructuring programs. 

The businesses selected also have undertaken restructuring programs recently. 

Fortune 500 corporations were selected because the size and complexity of their 

management tasks were similar to those of the institutions selected. Columbia/HCA 

provides health care through the administration of its corporate owned hospitals and 

clinics. BankAmerica (formerly known as Bank of America) is a financial institution with 

a customer base that ranges from individuals to entire countries. General Dynamics is a 



defense related business selected because of its high technology interests and its work on 

government contracts. 

The documents collected from each organization were limited to those prepared 

for public consumption. The documents reflected the language used by top management 

or administrators because these are the people responsible for setting the direction of the 

organization and determining the overall strategy necessary for achieving the desired 

goals. The importance of language is expressed by Handy (1997): "The way we talk 

colors the way we think, and the way we think shapes the way we act." Determining the 

extent of the similarity between the restructuring language used in business and higher 

education is an important component of this analysis. Clues to differentiating whether the 

type of language used is more reflective of traditional business or traditional collegial 

languages are suggested, either directly or indirectly, by a number of researchers. Tasker 

and Packham (1993) suggested that the traditional language of business expresses values 

of hierarchy, power, and control, while Chait (1990) asserted that public calls for 

accountability have encouraged institutions of higher education to adopt business-like 

activities, such as marketing, strategic plaiming. and performance appraisal. Winston 

(1997) asserted that it is not possible for colleges and universities actually to be more like 

businesses because fiindamental differences such as. the inability to distribute profits to 

shareholders; managers motivated by more idealistic goals; no need to charge a price that 

covers production costs; and that fact that the customers do not really know what they are 

buying, impair any "business-like" behavior. This language analysis looked for the 

expression of different or similar organizational values expressed during the course of 
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restructuring in each sector. Annual financial reports were used to aid in discovering how 

or whether the restructuring efforts ultimately affected the organization's activities. 

While these case studies do not represent a large sampling of businesses and 

universities, they do provide indicators, and point to additional research opportunities. 
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CHAPTER TWO 
LITERATURE REVIEW 

Over the years, organizational structure as well as organizational characteristics 

have been studied in efforts to understand those factors that contribute to organizational 

success. This effort to define a formula for success or identify factors that contribute to 

organizational dysfunction has found a broad audience ranging across academic journals, 

the business press, and the popular press. As pervasive as is the discussion of 

organizations, the term "organization" is a modem one. having been in everyday use for 

less than fifty years (Drucker. Harper: 1993). Social scientists have paid significant 

attention to why organizations function or fail to function only in the past thirty years 

(Bolman and Deal, 1990). The initial studies of organizations tended to suggest models 

for organizations, mirroring the use of economic models and norms. Over the years, 

research revealed that the organizational structure itself appeared to be the outcome of a 

process or the result of organizational participemts mediating conflicting internal 

preferences (Pfeffer, 1978). Researching the affect of individuals and organizations on 

one another, and the affect of the resulting organizational structures on both individual 

outcomes and organizational success, has resulted in many theories and approaches to 

analyzing the organizational situation. 

Policy Studies and Organization Theorv 

This research draws from, and is informed by. the tenets of both business policy 

studies and organizational theory. Business policy studies focus on "the study of the 

functions and responsibilities of senior management, and the crucial problems that affect 

success in the total enterprise, and the decisions that determine the direction of the 
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organization and shape its future" (Christensen. Andrews. Bower. Hamermesh, and 

Porter. 1982). In 1911. professors at Har\'ard Business School developed what is thought 

to be the first business policies course designed specifically for those in senior 

management positions (Christensen. et al.. 1982). The lines of academic inquiry that grew 

from this initial course used situations, largely in the form of case histories of existing 

businesses, to examine the many variables and their several possible situational 

combinations. With a bank of information, developed across many types of businesses in 

many different industries, senior managers could form a pattern of variables into a 

strategy appropriate for one specific business or situation. The course of inquiry with the 

business policies arena does not attempt to factor in one important set of variables, the 

affect of both internal and external organizational structures and systems on the 

functioning of those organizations. The broad spectrum of research that aids in 

understanding organizations within the context of all these environmental factors, is 

known as organization theory. 

Organization theories can be divided into two general classifications, structural 

functional and critical theory. The studies that use structural fianctional theories as a 

framework for inquiry tend to concentrate on reporting relationships, responsibilities, and 

organizational structure. Institutional theor\' (Meyer and Scott, 1983) uses the concept of 

"loose coupling" (Weick. 1976) to advance the notion that changes in an organization's 

formal structure or its operating environment may have ver>' little effect on the way work 

is completed within that organization. In helping to legitimize the activities and actions of 

the organization leaders may use "rational myths." Rational myths (Meyer and Rowan. 
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1977) are beliefs, widely held throughout the organization that help to explain actions but 

are. in fact, myths. DiMaggio and Powell (1983) through their theories of institutional 

isomorphism suggest that organizational change occurs "as the result of processes that 

make organizations more similar without necessarily making them more efficient." 

(pg.l4) and in describing how organizations may exhibit resource dependency in 

response to individuals or groups who provide material, money, or personnel Pfeffer 

(1978) contends that: "Each group seeks not only power but also the direct ability to 

affect organizational actions as it desires." While these, along with many other structural 

functional organization theories, do much in clarifying organizational actions and 

reactions, they do not address how these actions and reactions affect the organization's 

constituents, both internal and external. Critical theories of the organization focus on 

customers, constituents, students, or taxpayers. 

Marx viewed capitalism as preventing individuals from realizing their fiill 

potential and saw socialism as the only hope for dissolving oppressive organizational 

structures controlled by the mling class who owned the means of production and 

therefore held the power (Mills and Simmons. 1995). In addition. Marxists consider 

production to be a social as well as a technical process, with the intensity of labor being 

changed as a result of changes in the balance of power (Glyn. 1982). While Marx defined 

the ruling class in a relatively narrow way, neo-Marxists still recognize the importance of 

class position, but realize that ownership may be diffused through financial institutions as 

well as being held within a family and its heirs. They also recognize that various top 

corporate jobs place those jobholders in positions of power (Slaughter, 1990). 
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Modernists believe that science is the best method for determining reality and that 

language is a reliable means of access to that reality. Modernism, as described by 

Bloland. 1995.also equates change with progress. Weber, "a doubting, skeptical 

modernist" (Mills and Simmons. 1995). reasoned that the rationality of modernism 

induced an economic system that trapped people in an "iron cage" of work incentives 

(Bloland, 1995). Postmodemists are critical of the assumptions and theories forwarded by 

modernists. The postmodern perspective focuses on hierarchies, contends they are 

inherent in society, and believes hierarchies are constructed, not natural (Bloland. 1995). 

The analysis of language and discourse is an important part of postmodern studies. 

Derrida suggested that the meanings of words are permanently in flux (Bloland. 1995). 

This research does not ignore the main context of the document to deconstruct and focus 

on the margins, as Derrida (Bloland. 1995) indicated, but it does recognize that 

organizational assumptions may serve to deligitimize certain groups and that reward 

structures may reflect false organizational assumptions. 

Institutional Theory and Critical Theory 

A psychological concept described by March and Olsen in 1975 (Weick. 1976) 

suggests that intentions are a poor predictor of action, in fact intention may follow action. 

This concept may be extended to organizations by looking at organizational planning and 

action. If there are many ways to achieve the intended outcome or if different parts of the 

organization achieve the desired results in different ways then, the link between planning 

and action may be loosely coupled. Karl Weick's 1976 discussion of educational 

organizations deals with organizational characteristics and the issue of loose coupling. 
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Weick suggests that comparing educational organizations with organizations that produce 

a tangible product may be a mistake because it is difficult to find instances in education 

where rational procedures such as the development of plans or cost-benefit analysis can 

be linked directly to the outcomes achieved. This low level of coupling "enables 

organizations to maintain standardized, legitimating, formal structures, while their 

activities vary in response to practical considerations" (Meyer and Rowan. 1977). 

Coulson-Thomas (1991) contends that corporate restructuring efforts may have 

significantly loosened the coupling between activities being pursued at various levels 

within the organization, or between organizational activities and common corporate 

goals. 

The theory of institutional isomorphism, as advanced by DiMaggio and Powell. 

(1983) suggests that "rational actors make their organizations increasingly similar as they 

try to change them" (pg. 14). This theory provides an important basis for understanding, 

through the process of restructuring, how dissimilar organizations may. in fact, move 

toward similarity. DiMaggio and Powell suggest that one of the three isomorphic 

mechanisms involved in institutional change is mimetic isomorphism, which results when 

an organization's goals are ambiguous and its technology uncertain. Meyer and Rowan 

(1977) indicate that an important aspect of isomorphism is the development of 

organizational language that specifies policies, procedures, and goals. Understanding 

these change mechanisms and considering their influence is an important part of 

understanding organizational change. 
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Through comparing the intended results of restructuring as stated publicly with 

the actual results realized, the relative level of coupling experienced in each organization 

may provide clues to the level of isomorphism that exists between the for-profit 

companies and the institutions of public higher education being studied. 

Existing research supports the notion that organizations restructure as a result of 

external pressure either from the impact of changing environmental conditions (Zajac and 

Kraatz. 1993) or from shareholder pressure (Bethel and Liebeskind. 1993). The 

discussion of characteristics internal to the organization naturally leads to the discussion 

of the influence of environmental factors. State legislatures interpret the needs, concerns, 

and priorities of its various constituencies. In recent years, this legislative interpretation 

has resulted in demands for more institutional accountability, ranging from examination 

of faculty workload to examination of entire programs. Private sector service firms also 

have experienced increased competition and new incentives to eliminate inefficiency 

(Roach. 1992). The pressures in both of these sectors may be traced to an organization's 

dependence on other organizations (state legislatures) or individuals (shareholders). 

Slaughter and Leslie (1997) indicate that this resource dependency causes those 

providing resources to have the capability to exercise a great deal of influence over the 

organizations receiving the support. 

The body of literature that discusses organizational change, whether through 

deliberate restructuring, or as a result of other internal and external envirorunental 

pressures, is quite large. The following discussion of this literature is representative of. 

rather than all inclusive of, work that addresses restructuring or change in the business 
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sector, the higher education sector, or in some combination of both sectors. Due to 

differing organizational goals at the broadest level, most research concentrates on either 

the business sector or the higher education sector with just a few efforts that consider 

both. 

Understanding the reasons that organizations embark on a change effort are 

valuable to planning both the change effort and determining strategy for achieving 

organizational goals. Gibbs (1993) studied the relative importance of corporate 

governance structure, threat of takeover, and distribution of free cash flow to 

stockholders, on three types of financial and organizational restructuring. He found that 

strong outside directors and a good stock-based compensation plan for corporate 

managers were required to ameliorate the agency problems that precipitated corporate 

conditions requiring restructuring solutions. In studying the causes of organizational 

change. Burke and Litwin (1992). found that transformational change occurs more as a 

result of external environmental factors (resources, marketing climate, government 

regulations) than internal factors (change in mission, strategy, compensation incentives). 

Continuing along those lines Bethel and Liebeskind (1993), in their study on the effects 

of the type of ownership structure on corporate restructuring, found that shareholders do 

succeed in pressuring managers to restructure operations without changing corporate 

leadership. Corporations that lower the level of business diversification and restructure by 

refocusing on their core businesses were found, by Markides (1995). to enjoy improved 

profitability after the restructuring. In a study of the higher education industry. Zajac and 

Kraatz (1993) concluded that changing environmental conditions also foster change in 
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resources and attempted to get them, their efforts usually resulted in performance 

improvement. Once an organization feels the impetus for change, it must focus on a 

change process that will elicit the desired results. 

In their study of the restructuring process in the business sector. Robbins and 

Pearce (1992) found that the firms that experienced the most severe pressures to 

restructure (whether external or internal) were the most likely to turn first to cost cutting 

and then to asset cutting in order to achieve a turnaround. In a meta-analysis of planned 

organizational change, Robertson. Roberts, and Porras (1993) found a positive 

relationship between individual behavior change and the desired change in organizational 

outcomes. This research suggested that those organizations providing individuals more 

frequent and explicit attention during the restructuring process will be more likely to 

achieve the desired organizational changes. Two articles from the Harvard Business 

Review (Walton. 1985: Kotter. 1995) support this assertion, not through research, but in 

the strategies suggested for successfully managing a workforce during periods of 

restructuring. The change process as it has unfolded in the higher education sector also 

has been studied. 

The different bases for restructuring efforts in higher education were discussed by 

Rhoades (1995). He concluded that the past models of restructuring that are concerned 

with productivity and resource allocation have been too focused on cost reduction and not 

concemed enough with position relative other to other colleges or universities, levels of 

public support, and improvement in organizational productivity, resource availability, and 
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practices, but their suggestions referred to decision-making processes: the development 

of a reward structure that benefits those who implement decisions: leaders who improve 

the internal communication processes: and shifting the culturally based internal focus to 

an e.Ktemal one. Slaughter (1995) offered an overview of the criteria for restructuring 

used in postsecondary education from the 1970's to the 1990"s (student numbers, external 

resources, cost, productivity, centrality, excellence, and diversity). She suggested that an 

reordering and redefining (broadening) of these criteria could provide the basis for 

restructuring efforts that will aid the institution in making the best choices for education 

in the 21"' century. Simsek and Louis (1994) studied four cycles of change or 

restructuring at the University of Minnesota starting in 1974. They found that strategic 

planning alone did little to aid the change process at the organizational level unless, 

through a change in those involved (managers and others), the basic institutional myths 

and metaphors also were shifted. The determination of who decides where budgets will 

be cut was Kissler's (1997) approach to looking at the restructuring process. With the use 

of survey data, he confirmed that campus administrators have the most influence over 

budget decisions, but also found, contrary to previous opinion, that the faculty did not 

lose influence during times of financial stress, but did suffer from declining morale. Once 

the restructuring process has been implemented, the response of organizational 

participants and constituents to this process is important to understanding why the 

process ultimately was successful or not. 
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The literature from the business sector tends to concentrate on the response to 

restructuring by top management (leaders or boards of directors) or on top management. 

Johnson. Hoskisson. and Hitt (1993) found that boards tend to only get involved in 

restructuring or other strategic decisions when more board members are from outside the 

company and when these members hold significant equity positions within the company. 

When top managers held significant equity positions, their decisions outweighed those of 

the board. In studying top management team turnover. Wiersema and Bantel (1993) 

found that: "Top managers leave their firms as they experience stress, threats to their 

power, outdated perspectives, conflicts, cost-cutting, and/or the desire for higher 

autonomy and challenge" (pg. 499). While restructuring wasn't mentioned directly, the 

turnover inducing experiences listed above may all come to bear during periods of 

restructuring. Labib and Appelbaum (1994) looked at the impact of downsizing on 

corporate success. They concluded that firms should implement downsizing strategies 

only if necessary, and in a way that causes employees the least level of stress, and that 

post-dowTisizing profitability depended on the corporation's ability to achieve its strategic 

objectives, not the size of its personnel cuts. The capacity to determine the objectives 

themselves, as well as the ability to realize them, are included in higher education's 

responses to restructuring. 

Higher education underwent a period of budget cuts from the mid-1970"s to the 

early 1980"s. In looking at the results of those cuts. Skolnik (1986) determined that it was 

very difficult to find evidence of damage done to university operations as the result of 

financial cuts. He examined data presentation as well as research methods, and discussed 
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the difficulty in crafting a persuasive argument for the decline of educational quality due 

to budget cuts. Despite such budget cuts, administrative costs tended to increase. Rhoades 

and Leslie (1995) looked at these rising costs and proposed eleven possible reasons for 

such increases. Most of these reasons could be traced directly to administrative efforts to 

cope with budget cuts through some type of reallocation. These researchers suggested 

that one response would be to decentralize the financial decision-making process and 

include both faculty and students with administrators in actual decision-making rather 

than advisory roles. In a continuation of this thread of research, a more complete 

consideration of the response of higher education to financial constraint was offered by 

Slaughter and Leslie (1997). They theorized that one possible result of the growth of 

academic capitalism would see administrators rather than faculty making more of the 

decisions regarding program growth—decisions based on a unit's ability to attract 

financial resources and students. Gumport (1995) was also interested in the growth of 

administrative bureaucracies in higher education. In her study of the University of 

California system, she suggested that expansion and differentiation was an adaptation to 

new opportunities and that the ability to change the organization while appearing not to 

change may cause the apparent disconnect between administrators and the governing 

board. Top administrators were also the focus of research conducted by Gioia and 

Thomas (1996). Their findings suggested that top management team members" 

perceptions of the organization's desired future image were key to organizational 

participants being able to make sense of the change process. Gumport's (1993) research 

surrounding academic program reduction looked at both administrative leaders and 
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faculty in both programs that suffered reductions and those that did not. She concluded 

that: deaUng with a budget crisis is always painful; that short-term solutions may be the 

base for additional long-term solutions; and those academics with wider power bases will 

accumulate more resources. Neumann (1995) wondered whether talk of financial stress in 

higher education predicted the future or helped to determine it. While no final answers 

were offered, the author suggested that taking a constructivist view of events (looking 

inward rather than outward) could aid in understanding and coping with periods of 

difficulty. This suggestion runs counter to the pressures many organizations of higher 

education have experienced from their external constituents. Colleges and universities 

have been encouraged to be more business-like in their operations. Therefore, some 

studies have included data from both sectors. 

Chaffee (1985) compared various business strategy models with those used in 

higher education, reviewed research on both, and considered how the business models 

might be adapted for use in higher education. In concluding this thorough review of the 

topic, the author suggested that higher education researchers should employ the case 

study method along with developing more quantitative and statistical studies since very 

few of the articles that addressed higher education strategy were either expository or 

illustrative. Tasker and Packham (1993) contrasted the values in industry with those that 

govern actions in academe and concluded that the varying value structures should be 

respected by the other sector, not changed. Winston (1997) contends that economic 

differences explain the ftondamental differences between business and higher education 

and these differences explain why institutions of higher education will not succeed in 
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becoming more like businesses. Lipman-Blumen (1998). on the other hand, argues that 

businesses should endeavor to become more collegial. like universities, to ensure success 

in the burgeoning global communitv'. These comparisons provide little insight, seem to be 

at odds with one another, and suggest a need for further research that uses samples from 

each sector. 

Conceptual Framework 

The portions of the institutional framework that are of particular interest to this 

discussion are institutional isomorphism, specifically mimetic isomorphism, resource 

dependency, and the "loose coupling" between the organization's formal structure and its 

technical activities. The analysis uses and modifies each of these analytical perspectives 

in order to provide a more complete understanding of restructuring in both the 

educational and business sectors. The postmodern view contributes through the assertion 

that rather than organizations simply accepting and learning to survive with the 

discontinuity among activities, action strategies that accept differences and loose 

coupling should be devised (Tiemey. 1997). and through questioning the revised 

structure that may benefit some, and not others. 

Institutionalists look at the creation of formal organizational structures as the 

reflection of rationalized rules created in order that the organization may present a 

positive image to its constituents and consistent with the institutional environment. This 

image enables the organization to gain or maintain legitimacy and to improve its chances 

for survival. In addition, the decoupling of the new organizational structure from the 

ongoing activities of the organization mean that technical activities such as coordination 
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and evaluation are replaced with the ideas that leaders are acting in good faith, and that 

employees and shareholders should be confident in the quality of the new structure 

because leaders are acting in good faith (Meyer and Rowan, 1977). 

Literature That Informs the Research Design 

Because the context of the documents and texts analyzed was very important to 

understanding the meaning of the rhetoric used, the quantitative content analysis 

approach which emphasizes the reliability of the measures used through counting 

specifically defined words and phrases (Silverman. 1993) was not selected. This method 

seemed to focus on specific words without providing the contextual foundation to 

understand the varied restructuring efforts under study. Silverman (1993) suggested that 

an ethnographic research approach recognizes the importance of written accounts, 

including documents, in exemplifying the features of various organizations. Maxwell 

(1996) addressed the issue of interpretive validity in qualitative research by indicating 

that since eliminating the influence of the researcher on the study is not possible, this 

influence should not be eliminated, but rather understood and used productively. 

Gumport (1993) used qualitative research methods in her study of academic program 

reduction. She stressed that the usefiilness of this method is in its ability to help the 

researcher define a starting point for further study rather than it being conclusive in any 

way. The case study approach was selected by this researcher so that the rhetoric used in 

these differing organizations could be compared in the context of similar activities. In 

discussing the presentation of case studies Strauss (1987) cautioned that the case 
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presentation should be supplemented with the liberal use of quotations so that, to a great 

extent, the data could speak for itself. 

Lakoff and Johnson (1980) asserted that the meaning of metaphors go beyond 

language and communication and reflect the concepts that humans live by. They also 

emphasized that in order to be an effective means of communication, metaphors must be 

used among those with the common cultural means of understanding. By concentrating 

on public documents crafted for various organizational constitutencies, I have used my 

background in both business and higher education as a basis for understanding the 

metaphors used in both sectors. 

How This Research Fits Within the Literature 

In her 1985 study. Chaffee said: "The course of higher education in times of 

change and scarcity will be determined largely by how well administrators and faculties 

understand strategic management" (pg. 164). She went on to suggest that with an existing 

model in business literature addressing strategy more case studies, involving strategy in 

the higher education sector, would be valuable to both administrators and faculties. Since 

Chaffee's work, research on strategy, change, and restructuring has continued in both 

sectors, independently. This research fills what appears to be a gap in the existing 

literature—research that takes a comprehensive look at restructuring efforts in both the 

business and higher education sectors with a view to comparing and contrasting those 

efforts on the basis of the rhetoric used in the presentation of restructuring plans, the 

organizational response in the implementation of those plans, and those most affected by 

the restructuring. 
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CHAPTER THREE 
RESEARCH QUESTIONS 

The discussion of restructuring in either the business or the university sector is 

challenging because the word "restructuring" may be used to describe a variety of 

organizational activities and processes. Schendel (1993) describes a trio of interrelated 

restructuring dimensions encompassing financial issues, the portfolio of business (in 

higher education this may be viewed as the range of programmatic offerings), and 

organizational realignment. Often the term is associated simply with an organization's 

plans to eliminate a number of jobs. Because this research was designed to provide an 

enhanced understanding of the similarities and differences in the ways organizations 

define, discuss, and implement restructuring, no singular definition was attempted. Since 

this research centered on the language used, the definition adopted by each organization 

was important to informing the study. Stelling and Bucher (1973) indicate that 

understanding how professionals themselves define the issues is basic to any analysis of 

accountability. Each case study includes a discussion of how restructuring was defined by 

each organization. 

Possible reasons for the restructuring also varied. They were internal or external, 

stated or implied. Both the language and the financial results were examined to determine 

reasons these organizations used along with the environmental pressures that may have 

precipitated the need to restructure but were not acknowledged in the public rhetoric 

surrounding the restructuring effort. 

This research was not designed to determine the financial viability of the 

organizations under review, therefore the analysis of financial results concentrated only 
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on detecting changes in expenditures, department to department, project to project, or. 

activity to activity over the period of restructuring. Financial results were obtained from 

annual reports, financial statements, or budget reports. These results were studied to 

determine changes that occurred over the restructuring period. These financial results also 

provided clues to determining whether or not the restructuring plan was actually 

implemented as presented. For example, if a restructuring goal was improved customer 

relations, the researcher looked for additional resources (human and physical) being 

routed to areas such as customer service, student affairs, quality control, and assessment. 

It is importcmt to note that no financial comparisons were made across organizations. This 

research did not attempt to compare specific restructuring plans across organizational 

entities or to determine relative financial "success." but rather the determination was 

whether a top administrator's stated restructuring goals were reflected in the 

organization's financial results. Rhoades (1993) suggests that reorganization in higher 

education may be an effort to project an image to the external world about efficiency 

rather than a real attempt to achieve internal efficiency. The analysis of costs, profits, and 

allocations for the organizations under study sought to show the extent to which the talk 

of restructuring was presented for public relations purposes and the extent to which the 

talk resulted in real and significant changes in the organization's internal operations. 

Clues to a discormect may also be found in the language of the restructuring plan. For 

example, a plan that indicated the restructuring activity would preserve jobs through 

retraining and normal attrition but which actually resulted in massive layoffs, would 

display a difference between the plan and the results. 
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The research questions were formulated to provide a basis for comparing the for-

profit and non-profit sectors in a way that tests prevailing theories, while understanding 

that the most clear perspective may be gained by using some combination of theoretical 

approaches. 

Research Questions and Hvpotheses 

1. Do top administrators (presidents, chancellors, chief academic officers) of 

higher education institutions emulate the language of their business counterparts in the 

public discussion and presentation of organizational restructuring plans and the outcomes 

of those plans? Hypothesis number one: Public university administrators will use similar 

language and strategies of business administrators in the public presentation and 

discussion of restructuring plans, in order to enhance the perceived legitimacy and 

technical nature of the plan. 

Institutionalists (DiMaggio & Powell. 1983 and Meyer & Rowan. 1977) discuss 

the attempts of organizations to act rationally when faced with conditions of uncertainty. 

DiMaggio and Powell (1983) suggest that the environment of uncertainty "encourages 

imitation" (pg. 151) and refer to this type of behavior as mimetic isomorphism. 

Organizations may imitate the irmovations and style of others to enhance the legitimacy 

of their own actions and demonstrate that they are making efforts to improve conditions. 

The research literature is tilled with concern that the public perceives higher 

education as inefficient and ineffective (Guskin, 1994; Millet. 1987; Skolnik, 1986; 

Cameron and Bilimoria. 1985 et.al.). To counter these public perceptions, university 
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administrators may emulate the language and restructuring strategies of for-profit 

business administrators in order to present a public image of efficiency and legitimacy. 

These administrators (in both sectors) may be convinced that the very adoption of 

business oriented language and management models will foster greater organizational 

efficiency and effectiveness in universities—this belief is referred to as "rational myth." 

A part of the "rational myth" of the organization as discussed by Meyer and Rowan 

(1977) reveals that the formal structure of the organization is in large part myth and 

fiinctions as myth whatever its actual implementation. This is an example of a rational 

myth within a university: If the university adopts the organizational processes and 

practices of successfiil for-profit companies, efficiencies and productivity will be 

enhanced and the problems related to scarce resources will diminish or disappear entirely. 

Rational myths are not confined to non-pro tit organizations. An example of a rational 

myth within a for-profit corporation is: If quarterly financial statements show a steady 

improvement in profits. long term corporate success is assured. These myths and others 

like them help leaders to legitimize the activities and actions of the organization. Rational 

myths are powerftil and many within the organization may view them as truths rather 

than myths. The examination of restructuring language looked for rational myths that 

may be repeated within each sector or perhaps, shared by both sectors. 

Hypothesis number la: Imitation will be found in explicit references to business 

by universities, in the use of production oriented terms as described in the language 

analysis, and in the stated priorities of the organization, such as maximizing of resources. 
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The investiture of money, through the placing of grants or the purchase of large 

blocks of shares, offers an indication of government or shareholder confidence in a type 

of management structure. In addition, the uncertainty that may accompany such 

occurrences as a significant shift in resource availability or increased demands for 

accountability, may encourage imitation (DiMaggio and Powell. 1983). "When 

organizational technologies are poorly understood, when goals are ambiguous, or when 

the envirormient creates symbolic uncertainty, organizations may model themselves on 

other organizations" (DiMaggio and Powell. 1983). This imitation is what DiMaggio and 

Powell (1983) refer to as mimetic isomorphism. Top managers or administrators will 

view the organizations that have received resources and therefore, this confidence, as 

good models of what the constituents consider to be valid and supportable restructuring 

plans. Therefore these managers will tend to fashion plans that are similar to those that 

have already received financial validation from constituents. It should be noted that 

DiMaggio and Powell (1983) suggest that organizations experiencing this uncertainty 

tend to model themselves after other organizations in their own field that they perceive to 

be more legitimate or successfiil. Because of the pressure from their external 

constituencies to act more businesslike, this research will attempt to discover whether 

universities will tend to model themselves after other successful universities or whether 

these public institutions will attempt to model businesses in their restructuring efforts. 

The theory of resource dependency may also help to explain the actions of both 

the for-profit businesses and the public universities studied here. "Resource dependence 

holds that hose who provide resources to organizations such as universities have the 
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capability of exercising great power over those organizations" (Slaughter and Leslie. 

1997, 68). 

2. Do the actions taken bv organizations during restructuring, and the technical 

activities of the organization reflect the public statements made concerning restructuring 

goals? Hypothesis number two: Publicly stated restructuring plans and language will not 

change the basic technical activities of the organizatioa 

Both business and education researchers have discussed situations where 

organizational structure is disconnected from the organization's work and that work in 

turn, being disconnected from its effects. Meyer and Rowan (1977) attribute this problem 

in higher education to the existence of large-scale bureaucracies that perforce leave 

instructional activities without control or close review. For example, within public 

universities, budgets tend to be discussed much more than actual expenditures, indicating 

a disconnect between the means of obtaining fiinds and the actual expenditure of those 

funds. Coulson-Thomas (1991) suggests that recent restructuring decisions may leave the 

activities being pursued at various levels within business organizations less tightly 

connected to one another or to common corporate goals than before. The disconnect is 

occurring in organizations where top executives are being asked to concentrate on 

maximizing short-term financial performance, while middle level managers are being 

asked to give top priority to the external needs of their customers—these two goals may 

not always demand the same type of organizational action. 

3. Who benefits from the restructuring effort and who pavs? Hypothesis number 

three: Those with the most control over the restructuring process will benefit the most 
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from the restructuring outcomes. Those who will not benefit or pay as a result of 

restructuring will be those who work in lower or middle level positions (particularly in 

industry) or those who train students in disciplines predominated by women, minorities, 

or other disadvantaged groups. Units of these types in universities would include those 

who train teachers (education related) or those who train nurses. 

The organizations included in this research, whether public or private, are 

essentially social structures. In a situation in which the controlling management deems 

restructuring to be necessary, that management has the political and economic power in 

the social structure to assure that the outcomes of that restructuring are most 

advantageous to the continuation of top management's power and influence, and will tend 

to do so at the long-term expense of those employees, shareholders and other constituents 

whose activities or financial interests are at odds with the continuation of that political 

and economic power. 

Borland (1995) discusses the danger for marginal groups in laboring to reduce the 

privilege of controlling groups. He suggests that, from the postmodern perspective, if a 

society has no legitimate basis for rewarding society's privileged, then it also would not 

have a foundational standard for rewarding marginal groups. This theoretical base 

supports the reasoning that there "is no compelling reason for controlling groups to give 

ground to others" (pg. 529). Post modernists conclude that stripping these organizational 

leaders of their organizational rewards eliminates the basis for arguing that marginal 

organizational groups also deserve to be rewarded. If the elite are not rewarded due to 
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their exalted position, then the disadvantaged cannot legitimately claim a reward for 

withstanding their lowly position. 

.A. criticism of institutional theory is that it concentrates on the leaders too much, 

without taking workers and others within and outside of the organization into 

consideration. This research centers on the top management precisely because that is the 

group who manages the public rhetoric of the organization and directs or redirects 

resources. The results of the restructuring plans are also considered so that the interests of 

other involved parties are considered in the context of the effect restructuring had on 

them. 

Design 

Thompson (1980) indicates that the best way to discover what passes as 

knowledge in the organization is to study the public written and oral statements in which 

organizational representatives are providing information or projecting an image to 

interested constituents. For that reason, printed annual reports and speeches presented by 

Chief Executive Officers. Presidents, or Chancellors provided the data for analysis in this 

research. While using self-generated data is valuable for understanding organizational 

change, one must remember that such data, even audited numerical data, often is 

presented in ways that highlight organizational successes while minimizing failures. 1 

have attempted to temper conclusions suggested by such data with healthy skepticism. 
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A. Multiple Case Study Approach 

A multiple case study was selected as the appropriate design to compare for-protlt 

and non-profit organizations, for a variety of reasons. First, the very nature of a 

comparison implies the use of at least two cases. Second, a number of cases was selected 

that would enhance the ability to generalize study findings without making the level of 

data unwieldy. Finally. The use of multiple cases allowed selection of a variety of for-

profit businesses that reflect different restructuring problems but may be linked with 

higher education. The businesses selected for this study represent: the defense industr\'. a 

business that is very closely linked with government through direct contracts and audits; 

a large health care organization, selected because the problems and challenges faced by 

health care have been cited as precursors to those faced by higher education (Guskin. 

1994); and finally a representative from the banking industry was selected because of its 

size, complexity, service orientation, and government regulation. These selections were 

not random. As indicated by Miles and Huberman (1994) random sampling does not aid 

in validating this type of research. The choices were guided by the research questions and 

conceptual framework ±at emerged through the course of the research. 

The organization's history was used to inform the analysis of the restructuring 

plan and its outcomes. Skolnik (1986. pg.439) cautions the researcher that comparing 

universities with other sectors, such as health care, can result in misleading conclusions 

due to the differences in fimding sources and funding priorities. By using a comparative, 

longitudinal case analysis approach, the level of detailed analysis necessary to highlight 

both the similarities and the differences in the organizations is available. Therefore, this 
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approach provides the most appropriate vehicle for analyzing the process of restructuring 

as a whole, and placing the research in the conceptual framework discussed. Also, the 

comparative between sectors is in the language used; actual plans and the relative validity 

of each plan is not at issue here. 

B. Organizations Sampled 

Two public Research I universities and three Fortune 500 business 

organizations serve as subjects for this research. These organizations were selected due to 

their large size within their own sectors and due to the greater availability of documented 

communication between organizational leaders and their constituents. Although 

businesses have been restructuring for more than a decade, this research centers on 

relatively recent efforts at restructuring in both the public and private sectors. Public 

universities were selected to represent higher education because these institutions seem to 

be under more funding and oversight stress from state legislatures than private 

institutions appear to be experiencing from their governing boards, and because they will 

better dramatize the distinction between non-profit and for-profit organizations. With 

legislatures demanding that public universities be more accountable, and the continuing 

development of corporate/university alliances in the area of technology transfer, 

understanding the differences and similarities between public and private sector 

restructuring processes makes sense. 

The businesses each share restructuring challenges that are similar in some way to 

those faced by higher education. The decision to look for similarities was based on a 

desire to look at how similar situations or problems may be approached in like or 
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different ways by the business/industrial sector, v/hich works with different goals and 

financial situations than those experienced in public higher education. Fortune 500 

corporations with large numbers of employees and geographically disconnected activities 

were selected because the size and complexity of the management task is similar to that 

of the institutions selected. Two of the businesses provide services as opposed to products 

as a significant portion of their business. This service orientation provides a link to some 

of the challenges universities encounter in providing education. The product oriented 

company. General Dynamics, faces similar challenges to those of universities in that its 

organizational health is dependent on winning federal government contracts. 

First. Columbia/HCA provides health care through the administration of the 

hospitals and clinics it owns. Many contend the restructuring efforts of businesses in the 

health care industry provide a good model for restructuring in public higher education. 

Guskin (1994) observed that there are many comparisons that may be drawn between the 

economics of higher education and the health care system. These comparisons include: 

"...costs that rise relentlessly; the unwillingness of providers to deal directly with the core 

delivery system; governance structures that rest decision-making power about costs in the 

hands of professionals whose personal interests are compromised by reducing costs; 

belief systems that increases in quality always require increases in expenditures; and a 

decentralized system that is heavily underwritten by federal dollars, but that allows 

federal policy-makers little direct capability to reduce costs" (Guskin. 1994. pg.24). 

Columbia/HCA was selected from the many health care providers because it ranks at 

number 97 on the current Fortune 500 list and is first among those in the health care 
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industry, with revenues triple those of the company ranked second. The Fortune 500 

ranks companies on a combination of financial indicators. Columbia/HCA was also 

selected as number 44 in the Fortune rankings of most admired companies (Jacob. 1995). 

BankAmerica (formerly known as Bank of America) was selected because its 

business is service. Its customers range from individuals to entire countries. 

BankAmerica experienced the need to restructure under a very public eye when many of 

its international loans went into default status and the very existence of the corporation 

was in jeopardy. Its urgent need to restructure and the coverage of its every move in the 

business press followed by a successfiil return to prosperity makes BankAmerica a case 

that may provide insight to institutions undergoing restructuring in a public arena. 

(Hector. 1988; Johnston. 1990). BankAmerica ranks number 46 on the Fortune 500 

(1995) and ranks second among those listed in the commercial bank industry. 

Finally. General Dynamics was selected because it is a high technology business, 

affected by global events beyond its control, with almost total dependence on doing 

business either directly with the federal government or, at the very least, with its blessing 

(Franklin. 1986). General Dynamics decided to stick with defense rather than attempt to 

develop commercial markets for its military products. It is also a business that benefited 

either directly or indirectly from Department of Defense research conducted at various 

research universities around the country. General Dynamics ranked at number 307 on the 

1995 Fortune 500 list. This was down from number 112 on the previous year's list. (By 

1997 it had fallen to 325.) The reasons behind this ranking decline provide an interesting 

and integral part of General Dynamics' restructuring story. 



C. Documents to be Analyzed 

Documents are being used as the basis for this analysis for a variety of 

reasons. Silverman (1993) suggests that the interpretation of texts and public records 

have made important contributions to our understanding of bureaucracies but that, to a 

great extent, this rich data source has been neglected by researchers. Because the reports 

and speeches used as the basis for this research were constructed with a view to both the 

intended audiences and the ways organizational leaders wanted their institutions or 

businesses to be perceived by their audiences, these texts can provide insight as to how 

top managers wished their restructuring decisions to be received. The analysis did not 

attempt to determine the relative validity of the plans presented, but rather examined how 

the plans were meant to be perceived, how they were implemented, and how top 

managers explained the results. In the words of Silverman (1993. pg. 63) "...such 

descriptions are never context-free but are assembled or "worked up" with reference to 

some audience." 

The documents used included the annual or yearly report of each organization, 

plus any published speeches, interviews or articles that appeared in the business press, in 

local (including campus) publications, or were distributed electronically via the Internet 

or World Wide Web. The annual or yearly report of each organization offered the bulk of 

the financial data—conceming conditions before, during, and after restructuring. The 

annual report is also the main vehicle used by for-profit organizations in communicating 

with their stockholders and other interested members of the public. Much time and effort 

is put into the construction of the report and. for many corporations, it is as much a 
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marketing and public relations tool as it is a method for communicating annual financial 

results. Despite the fact that the preparation of the annual report is a team effort, it is the 

President or Chief E.xecutive Officer of the organization who signs, presents, and defends 

the report to the public. Independent auditors must certify the financial statements in a 

corporate annual report and their notes and clarifications concerning the financial 

statements provide an excellent source of information as to the "real" meaning of the 

statement provided, and to any pending situations (such as law suits) that ultimately may 

affect the corporation's financial condition. The annual report is also of major importance 

in analyzing the language used by top corporate managers concerning restructuring 

because many of the interviews conducted in the business press use the statements made 

in the annual report as a basis for questions, and provide the top executives the 

opportunity to clarify or reiterate their plans for the organization. 

.A.udited annual financial reports are also available for public universities and 

were used to inform this analysis and note funding changes occurring during, and perhaps 

as a result of restructuring. Top university administrators have not used these reports as a 

communication tool to the extent corporate managers have. Top university administrators 

tend to use their institutional newsletters, speeches, and presentations to state boards to 

communicate the organi2:ations" plans and directions. 

Published accounts including, but not limited to. speeches, interviews, or articles 

appearing in the business press, in local publications (including campus newspapers), or 

via electronic media (the Internet or World Wide Web) served to provide additional 

information concerning the restructuring plans, reported progress, and results. Speeches 
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are often used by top administrators or chief executive officers (CEOs) to present or 

promote restructuring plans. These may provide the reasons for restructuring as well as 

the intended results. Magazine and newspaper articles can contribute insight on 

restructuring by providing both a historical and industry-wide or sector-wide context for 

organizational decisions. The language analysis is broadened through the use of these 

sources because they often include direct quotations when discussing the organizational 

leader's response to sensitive questions or concerns. Interview responses (published in 

newspapers or magazines) tend to be spontaneous and therefore can be used to balance 

the carefully structured content of armual reports, speeches and press releases. These 

sources may also contain information about restructuring plans not provided in annual 

reports. 
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CHAPTER FOUR 
DATA PRESENTATION AND CASE ANALYSIS 

Determining whether the restructuring language used by chief executive officers 

in business and top administrators in higher education is similar and the extent of that 

similarity is an important component of this analysis. Clues to determining whether the 

type of language used is more reflective of traditional business or traditional collegial 

language are suggested by a number of researchers, directly and/or indirectly. Business 

related language can be characterized either by specific expressions or references to 

activities that traditionally have been associated more with business activities than 

collegial ones. For example, Tasker and Packham (1993) suggest that the traditional 

language of business expresses values of hierarchy, power, and control. In addition. Chait 

(1990) asserts that public calls for accountability have encouraged institutions of higher 

education to adopt business-like activities such as marketing, strategic planning, and 

performance appraisal. In the specific context of restructuring, the reasons for corporate 

restructuring "typically cite productivity enhancements, cost controls, and other actions 

designed to ma.ximize shareholder wealth" (Bowman & Singh. 1993. pg. 6). Discovering 

how the rhetoric used by top corporate managers during restructuring may be similar to 

or different from that used by leaders of public research universities will aid in 

understanding the restructuring process. 

Within institutions of higher education, units tend to maintain their own identity 

and some degree of autonomy, while staying relatively loosely coupled to the 

organization as a whole (Weick. 1976). This organizational feature means that the values 
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of collaboration, autonomy, and responsibility (Tasker and Packham. 1993) tend to be 

those expressed in a collegial environment. With these values and characteristics, it is not 

surprising that the situation of retrenchment, combined with existence of few slack 

resources in institutions of higher education, tends to cause units to stake out their own 

turf and compete with one another for what each considers to be its "fair share" of 

resources (Cameron and Whetten 1983 as described in Faerman and Quinn. 1985). This 

atmosphere fosters a number of conditions in the decision making process that are 

challenging to top administrators trving to effect visible, quantifiable change. 

Organizational objectives tend to be limited and loosely defined, decision makers have 

limitations on how they gather information, there are time or cost constraints on the 

ability to collect and consider unlimited amounts of information, the alternative solutions 

produced are usually nonquantifiable, transitive, and have limited environmental 

outcomes (Hollingsworth and Boone. 1990). In this decision making environment, top 

university administrators can expect to employ an approach that centers on the process 

itself, focuses incrementally on only those policies that differ from current policies, 

projects a relatively small number of consequences for any alternative considered, 

redefines the problem continually, permits a series of attacks on individual decisions 

through analysis and evaluation by each constituency, and emphasizes solving current 

problems rather than developing and implementing alternatives with long term benefits 

(Hollingsworth and Boone. 1990). 

The language analysis will look for the e.xpression of these different values in 

each of the organizations studied and the areas in which these expressions are similar 
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across sectors or unique to each sector. However. Silverman (1993) cautions that textual 

meaning never resides in a single term (or set of terms). He recommends that textual 

analysis concentrate on "the articulation of primary elements" (pg. 75). For this research, 

this caution reminds the researcher to go beyond word or phrase count and consider the 

entire context of the documents used. 

In examining the five cases, the public remarks of organizational top 

administrators (chief executives or presidents) for each year were analyzed individually 

by year. In general, my analysis focused on annual reports or public speeches in terms of 

their rhetorical and thematic content. In addition. I reported data indicating actual 

corporate or organizational action that appeared either to support or refute the public 

discourse of chief e.xecutive officers (CEOs). My rhetorical analysis was organized 

around discourse that fell into one of five categories: 1) language that was used to 

persuade by evoking an emotional response; 2)Ianguage that advocated change in 

governmental policies or procedures in order to provide a more financially favorable 

working environment: 3)language that addressed shrinking markets or other situations 

that created a climate of financial exigency; 4)Ianguage that referred to organizational 

realignment (realignment may involve any or all of the following: either the addition or 

deletion of working divisions or departments: the layoff or addition of persormel: a 

reorganization that involves a new management style or approach); and 5)a discussion of 

the language as it reflected typical traditional business or collegial activities. While these 

divisions provide a common basis for analysis, it is important to remember that the 

narrative conventions for each sector differ. Corporate leaders tend to rely on their 
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audited annual reports for public communication and university leaders tend to use 

speeches and/or newspaper columns and press releases for communicating with their 

constituents. The intended audiences are also different. Business communication is 

generally directed at shareholders or potential shareholders while public university 

communication tends to target legislators, faculty, and those who influence public policy. 

Case Studies 

GENERAL DYNAMICS 
Facing the Challenge of Post-Cold War Survival 

General Dynamics (GD) has not been a "typical" private corporation since its 

inception in the last quarter of the 19th century. Because the company was started to 

develop and manufacture submarines, governments, both domestic and foreign, have 

comprised the customer list from its earliest days. A combination of the defense products 

with the governmental customers have influenced General Dynamics" directors to. at 

times, place more importance on political and business savvy than on technology. 

"No matter how bright its prospects. General Dynamics always manages to get hit 

by a bus on the way to the bank" (Franklin. 1986. pg. 35). This remark, attributed to a 

Wall Street analyst during the 1920s and sometime prior to the stock market crash of 

1929. was presented as typical, and seemed to reflect both the concern that the company 

had difficulty in combining technological expertise with business sense, and the 

company's history of thriving during wartime, while floundering during peacetime. An 

early example of this was provided by Albert Vickers. the chairman of an English arms 

company between 1902 and 1909 and a major investor in Electric Boat (GD's 

predecessor). Vickers advised then Electric Boat chairman. Rice, "to replace Holland (the 
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founder) and the other technically minded members of the board with solid, sound 

businessmen" (Franklin. 1986. pg. 31). In a cable a few days later, he asked: "Have the 

dummies been retired and responsible directors named in their place?" (Franklin. 1986. 

pg. 31). After World War I the company struggled through two reorganizations in eight 

years. Franklin (1986). in commenting on this period, stated: "While the twenties roared 

by. the company suffered the privations of peace" (pg. 57). Regarding the company and 

its performance after the Japanese attack on Pearl Harbor Franklin (1986) noted: "The 

war remains General Dynamics' finest hour, and the company's success, a tribute to the 

workers, management, unions, and New England residents who turned Electric Boat into 

one of the most productive cogs in the entire Allied war effort" (pg. 91). And Franklin 

(1986) continued: "With the exception of the Reagan era. World War II remains the most 

active and profitable chapter in General Dynamics" history with close to one billion 

dollars" worth of contracts... There was only one cause for concern: how to avoid falling 

victim to the treacheries of peace" (Franklin. 1986. pg. 108). An indication of the impact 

of the declaration of peace in the Cold War on General Dynamics can be found by 

looking at the corporation's net sales. The net sales for 1989 was over $10 billion by 

1991 sales had dropped to just over $3 billion and held at that level through 1993. 

The fall of the Berlin Wall in 1989 marked the end of the Cold War. the 

begirming of a new type of peace for the United States, and uncertainty for General 

Dynamics. This analysis examined how General Dynamics dealt with this uncertainty 

from 1989 through 1993. The main source documents were the General Dynamics" 

annual reports of 1989. 1991 and 1993. These years were of interest because the 1989 
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report was written less than six months after the fall of the Berlin wall and the official 

end of the Cold War, the 1991 report chronicled the company's efforts to adjust to 

significantly lower demand for its defense related products and paralleled a change in 

national science and technology policy from rallying around "winning the cold war" to 

achieving "global competitiveness" (Slaughter and Rhoades. 1996). and the last report 

followed nearly two years of massive divestitures by General Dynamics. Published 

interviews with its various directors were used to enhance understanding of the 

corporation's intent. Data collected from the annual reports provided clues to the extent 

that General Dynamics' actions were consistent with its stated intent. 

It is possibly significant that the three annual reports under analysis were written 

under the direction of three different Chief Executive Officers. 

1989 

The letter to the shareholders in the 1989 annual report was written by Stanley C. 

Pace. Chairman of the Board and Chief Executive Officer. Mr. Pace used his three page 

letter as an effectively structured appeal to the shareholders of General Dynamics not 

only to continue and increase their support of the corporation, but also to support those 

governmental policies (such as the shift to global competitiveness and the desire to arm 

emerging countries to assure minimization of "civil unrest") that the corporation saw as 

valuable to its ability to survive in the peacetime economy. Although this analysis looked 

separately at the five types of language used, it is important to remember that the 

different types of language and arguments were intertwined and used to support and 

strengthen one another. 
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Evoking an Emotional Response 

Pace's letter grabbed the reader immediately by evoking the image of an event 

that many did not expect to see during their lifetime: 

•'1989 will be remembered as one of the most extraordinary years of this centurv'. 
The threat of nuclear war, with which we have lived since World War II. was 
considerably reduced with the easing of tensions between the United States and the 
Soviet Union. The dramatic events in Eastern Europe gave millions of people the hope 
for individual freedoms and economic benefits denied them for more than four decades. 
We can all be joyfiil. for them and for ourselves." (1989 General Dynamics Armual 
Report, pg. 2) 

A continuation of the appeal expressed gratitude to those in the United States who 

made the events mentioned above possible: " Our gratitude goes to those whose vision, 

patience, determination and sacrifice over many, many years have made these events 

possible." (1989 General Dynamics Annual Report, pg.2) 

This passage continued to cite everyone from government leaders, to all 

Americans, to those who serve and have served in the military, right down to defense 

workers, and credited all with contributing to the "historic developments" in Eastern 

Europe. The passages claimed victory for the United States (no westem allies were 

mentioned) and assumed that over forty years of U. S. defense policy was the sole reason 

for "victory." No mention was made of the many internal economic and social problems 

that contributed to Eastem Europe's inability to continue the arms race while maintaining 

economic viability and social stability. The assumption seemed to be that all U. S. 

actions (for over forty years) were good and helpftil. The people within these countries 

who may have been harmed (or at least not helped) by long-term U.S. policy decisions, or 
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the recognition that arms spending in Eastern Europe may have been directly linked to 

U.S. defense spending, were not mentioned. 

The presentation of General Dynamics" actions and product line as legitimate and 

justified seemed designed to affirm for shareholders that the corporation's objectives held 

the best interests of the country as paramount. 

Advocating Change in Goverrunent Policies and Procedures 

The following excerpt used patriotic language to initiate an appeal for defense 

policy support. 

•'National defense, in whatever size or structure, remains an imperative for the 
perpetuation of our freedoms and our way of life. The potential for regional conflict and 
civil unrest remains high in much of the world. America has provided the leadership for 
the free world's collective security in the past and will be expected to provide it in the 
future." (1989 General Dynamics Annual Report, pg. 2) 

The emotional appeal of patriotism "perpetuation of our freedoms and our way of 

life." was coupled with an argument designed to convince the shareholders of the 

continued importance of weaponry. Suddenly, the hopefiil tone, expressed in the annual 

report's opening paragraph, for freedom and stability in Eastern Europe gave way to 

warnings of "regional conflict" and "civil unrest." Urging the shareholders to support 

governmental policy seemed designed to enhance General Dynamics' market situation. If 

defense spending by both domestic and foreign governments remained high. General 

Dynamics would continue to experience demand for its products. The General Dynamics 

position was reinforced by equating the need for future defense spending with the needs 

of the past, while offering reasons for the continuation of new weapons programs. 

research and development fiinding and capital expenditures. 
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General Dynamics also cited its year-end order backlog of $28.5 billion. What 

they failed to mention (except in the footnotes buried at the end of the report) was that 

almost $10 billion (over 34%) of that figure was not yet funded, and could be cancelled 

by Congress at any time. An effort to ensure enhanced operating and financial conditions 

occurred a few paragraphs later. A discussion of tax laws and procurement regulations 

indicated to shareholders that they would be wise to support the "current administration 

and the Department of Defense." The persuasive quality of the rhetoric took a more 

subtle form in the use of phrases such as "we are pleased" and "we are encouraged." Note 

also that changing procedures were described positively with phrases like "better 

attuned" and "more effective." 

"We are encouraged by the positive stance within the current administration and 
the Department of Defense toward creating a business climate better attuned to the needs 
of both government and industry. We expect that the current Defense Department 
reappraisal of its policies and organizations will lead to a better balanced and more 
effective process for the plarming and acquisition of weapon systems. .. These are the 
first steps of what 1 hope will be a continuing program by the government to swing the 
'conduct of business' pendulum back to the middle." (1989 General Dynamics Annual 
Report, pg. 3 & 4) 

The Department of Defense policies were especially important to General 

Dynamics because the easing of what the company viewed as financial restrictions helped 

to improve the look of their financial reports. Specific monetary relief could be found in 

the elimination of fixed-price contracts for research and development. Relief from these 

contracts relieved the pressure on General Dynamics to conserve money and manpower, 

because without a fixed price agreement, the American people would pick up the tab no 

matter what the cost. This attitude towards funding and cost control also tended to place 
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General Dynamics closer to institutions of higher education than that of other for-profit 

businesses. 

Financial Exigency 

It is not surprising that corporations tend to downplay the discussion of market 

conditions or events that could have a negative effect on their operations. The language 

used to express financial exigency, therefore, was muted and spread throughout the 

dialogue, rather than concentrated in one or two paragraphs. The potential decline of the 

defense industry was discussed in terms of the company's strengths and a positive 

interpretation of anticipated events was presented: 

"Our industry will be affected and changed by these historic developments. The 
indications are that such change will be undertaken through a gradual and rational 
process.... Or. some of these new programs may be delayed or terminated, in which case 
the production of weapon systems at General Dynamics today probably would be 
continued and weapons upgraded through evolutionary improvements." (1989 General 
Dynamics Annual Report, pg.2) 

The terms "gradual" and "rational" gave the reader the impression that change 

from the status quo would not happen quickly and expressed perhaps more of a hope than 

a conviction that the new world situation would not affect General Dynamics all that 

much. Midway through the next paragraph Pace did admit that some sales could be 

delayed or terminated, but glossed over this with a remark that dismissed the concerns of 

financial strife and refocused on future direction. "Therefore, whether the Department of 

Defense buys the new weapon systems or the old weapon systems. General Dynamics is 

positioned to benefit" (1989 General Dynamics Annual Report, pg. 2). 
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This sentence provided a transition from concern about future financial problems 

to a discussion of how General Dynamics was focusing on the fiiture and positioning 

itself to benefit no matter what decisions the Department of Defense made. One will note, 

however that the supreme flexibility expressed did not include a scenario whereby the 

United States government drastically reduced its defense spending. 

Organizational Realignment 

The discussion of organizational realignment covered almost half of the letter 

portion of the report and included remarks about past achievements as well as future 

plans. 

Past efforts for which Pace and his management group took credit included the 

increase of company-funded research, development, and capital expenditures; the 

increase in annual sales to $10 billion: maintenance of both its technical and business 

leadership position; restoration of the company's image; the decision to focus on defense 

and aerospace as opposed to branching into the commercial manufacturing business; and 

the creation of a management succession plan. Although listed as the achievement of 

separate goals, these achievements all tied into General Dynamics decision to concentrate 

on defense manufacturing over commercial manufacturing. The decision not to diversify 

into the commercial manufacturing business cited the shareholders interest: " We can 

provide greater value to our shareholders by focusing our resources on defense and 

aerospace, where our management and technical expertise is concentrated." 

The corporation's strategy assumed that: "defense spending will decline at an 

annual rate of about two percent (in real terms) over the next several years." and "that the 



67 

wide array of products aimed at each militar\' service, plus the expertise in both new and 

old weapons systems will provide the flexibility to serve the government no matter what 

its decision." 

Beyond the patriotic overtones and reasoning, the following statements were 

significant in that they foreshadowed events to come. First, the recognition that the end of 

the Cold War would bring about change in the defense industry fostered the remark that; 

"The indications are such that change will be undertaken through a gradual and rational 

process." (emphasis my own). And second, that the technologically advanced defense 

programs would form the core of General Dynamics business into the next centur>'. These 

attitudes foreshadowed the rhetoric that General Dynamics used in the discussion of its 

massive reorganization started in 1991. It is interesting to note that retaining "core 

businesses" remained central to the corporation's plan but the action on that policy left 

the definition of "core businesses" an issue through 1993. 

Language Reflecting Typical Corporate or University E.xpectations 

The language used in this report vvas. as one would e.xpect, predominately 

reflective of corporate language. The thrust of the message was directed at shareholders 

and emphasis was placed on flexibility in order to be ready for an uncertain future. In a 

couple of aspects, however. General Dynamics rhetoric was close to what one might 

expect from a university. First, as mentioned earlier. Pace's vocal support of a cost plus 

system of project funding seemed more reflective of the revenue maximizing approach of 

universities and other non-profit organizations rather than the profit maximizing approach 

of for profit businesses (Leslie and Rhoades. 1995). This could be because, much as 
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universities compete for federal grant money, defense companies such as General 

Dynamics compete for federal projects. In most instances this competition for defense 

projects is based on lowest price while still meeting the specifications, however, the 

change in policy that General Dynamics was supporting was a system that would offer 

the company a set profit percentage plus its costs, whatever they were. The second 

similarity may be in General Dynamics" assurance that the change process would be 

gradual and rational. This sounded more like the incremental change that is indicative of 

a university's reaction to environmental shifts (Hollingsworth and Boone. 1990) rather 

than the more sweeping organizational adjustments typical of businesses in similar 

situations. 

1991 

In 1991. General Dynamics embarked on its restructuring program. William 

.A.nders. former astronaut, was named Vice Chairman in January 1990 and spent that year 

analyzing the "company's strategy, its operations and markets" (1989 General Dynamics 

Annual Report, pg.4). Anders started his career as an Air Force pilot and was on the crew 

of Apollo 8. the first manned spacecraft to orbit the moon. When Anders left the 

astronaut corps. President Nixon appointed him as the executive secretary' of the National 

Aeronautics and Space Council. He. subsequently, served as Chairman of the Nuclear 

Regulatory Commission, and Ambassador to Norway. Just before joining General 

Dynamics he gained experience working in corporate America by amassing "12 years of 

high-level executive experience with General Electric and Textron" (1989 General 

Dynamics Annual Report, pg. 4). 
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The structure of Ander's letter to the shareholders differed from that used in 1989. 

The first section was labeled "Tribute." the second "Highlights." and finally the actual 

text of the formal letter was presented. For purposes of this analysis, the first two sections 

were included as part of the President's message to the shareholders. 

Evoking An Emotional Response 

The "Tribute" was one page dedicated to "all the Cold War warriors" (1991 

General Dynamics Annual Report, pg. 1). These warriors included not only soldiers and 

government leaders but also, "the men and women of our defense industry who made and 

keep our nation strong—whose education and talent gave America the tools to fmish the 

job" (1991 General Dynamics Annual Report, pg. 1). The inclusion of this group in the 

patriotic appeal tended to link the end of the Cold War directly with the work being done 

at General Dynamics. The terminology that the defense industry gave America the "tools 

to finish the job" may indicate that Anders considered that the job of defense was also 

basically done. His restructuring program was consistent with the idea of a completed job 

because it provided the basis to liquidate all possible operations in favor of maintaining 

corporate flexibility through converting corporate assets to cash. 

This tribute also saluted "those many thousands investing in America's defense 

industry who have been, and remain, the financial underpinning of strong and efficient 

military suppliers" (1991 General Dynamics Annual Report, pg. 1). By incorporating this 

message with the patriotic tribute. Anders provided encouragement to the shareholders to 

continue their support because he implied that without their financial support in the past, 

the United States would not have achieved military success. This tribute, which evoked 
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military memories dating back to World War I. was patriotic in tone, but its underlying 

purpose seemed to be that of eliciting shareholder support through providing a link 

between shareholder/corporate interest and the national interest. 

Advocating Change in Government Policies and Procedures 

As in 1989. a portion of the letter to the shareholders was devoted to advocating 

changes in government policies and procedures and to elicit shareholder support for those 

changes that would be advantageous to General Dynamics. These changes fell into two 

general categories. First, the overall need for the United State to maintain a strong 

defense policy through the continued purchase of weaponry' in levels that would support a 

viable General Dynamics market size. And second, the discussion of specific policy or 

procedural changes that would help General Dynamics overall. 

The reasons for maintaining a strong defense policy were listed in the following 

excerpt: 

"For all of its dangers, the Cold War created a sustained period of strategic 
stability. Ironically, with its end our nation and the world face an indefinite and 
dangerous period of tactical instability. ...the collapse of the Soviet Union threatens to 
accelerate the dispersal of the technology and weapons of mass destruction to numerous 
would-be imperialists and terrorist around the globe" (1991 General Dynamics Annual 
Report, pg. 6). 

This passage raised the specter of the continuing need for the U. S. to fight 

terrorists "around the globe" but two paragraphs later, this reasoning was modified to 

indicate that: 

"In some cases the Defense Industrial Base can be preserved if Congress and the 
administration will leverage domestic defense appropriations by their support of 
international sales. Many of this nation's friends and allies face would-be regional 
aggressors. Foreign sales would support our industrial base, contribute to a favorable 
balance of trade and help preserve the peace. Further, ongoing domestic procurement 



71 

directly supports foreign sales. Other nations tend to be skeptical about buying U. S.-
produced weapons systems which are not currently procured by our own government" 
(1991 General Dynamics Annual Report, pg.6). 

This paragraph seemed to be included for the benefit of those shareholders who 

believed that the United States should be able to cut back on its defense spending. Unlike 

the previous excerpt that indicated that the United States should maintain its readiness to 

suppress imperialists and terrorists around the world, this paragraph indicated that the 

United States should continue to buy weaponry in order to encourage more foreign 

countries to buy weapons to defend themselves. This also changed the argument from one 

of national defense to one of balance of trade and support for the private companies that 

comprised the domestic defense industry. 

The previous two passages presented reasons of national defense and 

improvement of domestic economic conditions as reasons to support a national policy of 

continued defense spending. These two arguments were bridged effectively with the 

following paragraph: 

"Rapidly eliminating even low-rate production of selected key weapon systems 
causes massive disruption and increases the risk of destroying our nation's ability to 
produce next generation systems in the future. In the real world, mothballed production 
facilities quickly deteriorate. And. workers uniquely skilled in defense production cannot 
be put in mothballs at all" (1991 General Dynamics Annual Report, pg. 6). 

This bridge argument used national defense readiness as a reason to continue to 

buy weapons. But the size of the workforce and their relative skill level would be even 

greater if international sales were increased. In the main, this argument was less about 

national defense than about ways that General Dynamics could maintain market demand 

for its various weapon systems. 
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The discussion of specific policies also served to help assure General Dynamics' 

production levels. First. Anders said that the defense industry could "rationalize" itself as 

long as the government had policies that helped rather than hindered the process. 

"Indeed our government should eliminate such de facto industrial policy as 
second-source procurement. This practice redirects production volumes and transfers 
critical data and innovative designs to program losers, thereby keeping winners from 
achieving efficiency and reducing their incentives to invest in new technology for the 
fliture. Further, the government can help the industry consolidate by permitting 
contractors to buy. sell and swap pieces of programs to achieve leadership and critical 
mass" (1991 General Dynamics Annual Report, pgs. 6-7). 

This argument served to rally shareholders to support government decisions that 

would reduce the competitive atmosphere between defense suppliers. Normally, private 

business sees competitive bidding as an incentive to provide the best quality for the 

lowest price. General Dynamics argued that this practice, when applied in the defense 

industry, actually prevents contract winners from achieving efficiency and reduces the 

incentives for companies to invest in developing new technology. Furthermore. Anders 

contended that allowing contractors to consolidate their efforts by trading pieces of 

programs allowed for efficient leadership and "critical mass." It is very interesting that 

the logic that worked for the bulk of private industry for so many years was not 

applicable to the defense industry. Anders never e.xplained why this was true, but it is 

possible that companies that are dependent on regular government payments find the 

harsh realities of competition too difficult to handle. The completion or loss of a major 

contract requires defense companies to cut back operations. This gives us a clue about 

companies that are dependent on government for the bulk of their income. Whether 
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efficient or not, the government continues to support companies in order to assure 

continued production of weaponry as needed. 

Financial Exigency 

As noted in the 1989 report, the references to financial exigency were scattered 

throughout the letter. This scattering tended to reduce the impact and diminish the 

importance of the topic. No company wants to frighten its shareholders with gloomy 

prospects and yet the presentation of all financial facts and conditions that may affect the 

company is required. Near the begirming of the shareholder letter. Anders indicated that, 

during his year of studying the company, he found that "the challenges facing General 

Dynamics were extensive" (1991 General Dynamics Annual Report, pg. 1). Anders use 

of the past tense (were extensive rather than are extensive) indicated, to the reader, that 

perhaps the challenging conditions he observed were now a part of the past. This past 

context was reinforced by indicating that the past corporate policy had led to financial 

problems and that this was why a change of direction was necessary. These financial 

problems were referred to as "the new reality of the defense marketplace." Anders 

mentioned the "structural change" (1991 General Dynamics Annual Report, pg. 6) that 

affected the defense industry. By structural change, he meant the shrinking defense 

markets which were referred to as "undergoing substantial rationalization." The most 

direct statement was: 

"This industry needs to eliminate the excess capacity which burdens investors, 
inflates costs for our customer, and reduces the job security of those workers upon whom 
the smaller Defense Industrial Base of the ftiture must depend" (1991 General Dynamics 
Annual Report, pg. 5). 
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Earlier in the report Anders referred to these reductions as the need to change the 

corporate culture that had been shaped by more than a decade of expansion of its Cold 

War markets. These references indicated that the problems and challenges relating to 

financial exigency were a result of outside factors (the end of the Cold War). The 

problems were related to the industry and the world situation, but the company cited only 

those external situations as reasons to change. The only internal changes discussed were 

those affected by outside influences. This approach took the problem spotlight off the 

company and placed it back on the world situation and government policy, thereby 

providing another reason for continued shareholder support. 

Organizational Realignment 

All of the issues discussed to this point evolved naturally into the discussion of 

organizational realignment. Realignment was the dominant theme of Ander's message to 

the shareholders. The topic comprised more than half of the rhetoric presented. This 

discussion was of great importance because the decisions made by Anders and the 

General Dynamics leadership during this period were destined to change the company, 

significantly. 

Throughout the discussion of realignment, two main goals were repeated. First. 

General Dynamics would not attempt to branch into commercial ventures. In fact it 

would seek aggressively to sell those commercial ventures for which it could gain a fair 

price. The result of not branching into commercial ventures was the strategy of focusing 

on "core defense operations" (1991 General Dynamics Annual Report, pg. 2). The second 

goal was stated as renewed focus on shareholders and their interests. 
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Anders decided to focus on defense because his analysis indicated that conversion 

of defense resources to commercial use "is generally not practical" (1991 General 

Dynamics Annual Report, pg. 5). Even though this conversion strategy was one that most 

(if not all) other defense related companies were pursuing (Slaughter and Rhoades. 1996) 

General Dynamics rejected this option. Anders feared what he viewed as historically high 

failure rates for defense companies attempting commercial ventures due to low 

production rates and the customer's focus on product performance. He viewed 

commercial enterprise as consisting of high volume markets with a customer emphasis on 

cost (perhaps natural having spent time in the consumer oriented, price conscious 

environment of General Electric). By concentrating on the "core" defense products. 

General Dynamics' management hoped to achieve cost reduction, productivity 

improvement, and the maintenance of technical excellence through research and 

development of ne.xt-generation systems. Whether he realized it or not. this focus on next 

generation systems did not coincide with the national policy shift from a defense strategy 

toward one of global competition. 

Divesting non-core assets was the second goal of this restructuring plan. This 

approach supported the first goal in two ways. First, it focused the employees on 

improving the core functions. Second, "a strong balance sheet and ample liquidity are 

required to provide the flexibility to face our rapidly changing markets" (1991 General 

Dynamics Annual Report, pg.5). It should be noted that management and director 

incentives were tied directly to stock price. With the sale of assets and improvement of 

cash position that resulted from the 1991 restructuring plan, the stock price more than 
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doubled, and all of the top management received huge bonuses. The board of directors 

incentive program, which made the huge management bonuses possible, was not 

discussed as part of the restructuring plan in the 1991 report. This omission is interesting 

because companies are normally anxious to share not only the plans, but also the 

employee incentives that would aid in implementing the restructuring program, changing 

the corporate culture, and meeting the corporate goals. 

In 1989. core was defined as "technologically advanced defense programs." In the 

1991 report, this simple and clear definition of the core was muddled by being defined 

three times in essentially emphasizing business criteria instead of technology. First, the 

core defense competencies were defined as. "businesses where we have strong franchises, 

proven skills and demonstrated market acceptance" (1991 General Dynamics Annual 

Report, pg. 5). The second definition appeared three paragraphs later and was more 

specific: 

"We believe that only those operations which are number one. or in some cases 
number two. in their areas of expertise can remain viable businesses within their markets. 
Further, those which remain in your company must have "critical mass'—the proper 
balance of research, development and production capacity to assure efficiency. 
economies of scale and financial strength given the future business volumes realistically 
available" (1991 General Dynamics Annual Report, pg. 5). 

The final passage specifically indicated which of the product lines of General 

Dynamics fit the definitions above: 

"There is little question that our tactical military aircraft, submarine and tank 
operations are leaders in their fields. Their backlogs provide some breathing room as 
rationalization proceeds. We believe they can prosper under virtually any reasonable 
attempt by government to create the kind of smaller but still viable Defense Industrial 
Base necessary to maintain military superiority. Your management is actively exploring 
options to provide similar staying power for our other defense businesses, either at 
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General Dynamics or in conjunction with other defense firms" (1991 Annual Report, pe. 
6). 

The definition of "core business" seemed very clear here. There seemed to be 

little doubt that General Dynamics intended to continue operations in the areas of 

submarines, aircraft, and tanks. It should be noted that by the time this report was written. 

General Dynamics had already sold Cessna and had sold the technology operations 

portion of its Data Systems Division to Computer Sciences Corporation. Had 

technologically advanced operations been the main criteria (as indicated in 1989) for a 

core business, it seems unlikely that the Data Systems Division would have been sold. 

The 1991 annual report was the official kickoff for the General Dynamics post 

Cold War restructuring program. In 1993 the company declared this program successful. 

Language Reflecting Tvpical Corporate or University E.xpectations 

Again, the language itself reflected a corporate thrust and a concern for 

shareholder interests. 

"Fortunately, our clear business focus, our solid backlogs, and our aggressive 
efforts of the past year to increase efficiency, to better manage your assets, and to rebuild 
financial strength have prepared us rather well for the vagaries of 1992"' (1991 General 
Dynamics Annual Report). 

The one area that, perhaps, sounded more like university style language was the 

repeated reference to rationalizing or making the company operate more efficiently. The 

final reference (next to last sentence of the chairman's letter) stated: "A stronger, more 

focused General Dynamics will emerge from the rationalization of this nation's defense 

industry." This issue had been mentioned repeatedly in the initial letter portion of the 
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annual report (first seven pages) and was ver\' reminiscent of universities expressing a 

need to be more efficient and accountable to state legislatures. 

1993 

In May of 1993. William Anders passed the position of Chief Executive Officer to 

James Mellor. who was already acting as General Dynamics President and Chief 

Operating Officer (Aviation Week and Space Technology. March 22. 1993. pg. 17). 

Anders stayed on as a non-employee Chairman of the board until 1994. when Mellor 

assumed that position also. The reasons for the rapid turnover in CEOs during this time 

period was not addressed in any of the materials reviewed for this analysis. It is possible, 

however, that the challenges of finding a new image for a defense-related company was 

more difficult than any of these leaders had anticipated. 

The 1991 restructuring policy, as stated in the annual report, was to concentrate 

on the "core defense business" and to sell pieces of the business that were not a part of 

that core in order to improve the company's financial situation. The implementation of 

this policy resulted in General Dynamics selling virtually everything anyone would buy 

and being sued by their shareholders. Perhaps as a result of this, the 1993 letter to the 

shareholders differed from the other two in tone and thematic content. The emotional 

patriotic appeals were gone, along with the appeals to shareholders to push for changes in 

governmental policies and procedures. The new language intended to evoke an emotional 

response was aimed at engendering shareholder support for corporate management and 

the restructuring actions that they had initiated. 
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Evoking An Emotional Response 

Mellor gushed about the incredible competency of the management team, and its 

service to the company and the nation plus its unflinching concern about the 

shareholders, customers and employees: 

"I would like to say that working with current Chairman Bill Anders and Vice 
Chairman Harvey Kapnick over the past three years to design and implement the 
turnaround of our company has been a source of immense gratification for me. As a team, 
we have delivered exceptional value to our shareholders. Harvey's transactional expertise 
and financial acumen were critical to our company's success. Bill Anders" personal 
insight into the structural changes affecting the defense industry three years ago. and his 
unflinching advocacy of a pragmatic and effective approach to rationalization of our 
nation's Defense Industrial Base for the post-Cold War era benefited not only our 
company, but our nation as well. This is true not only at General Dynamics, but at the 
many other companies that have since followed his lead. Indeed. Bill's aggressive 
leadership set a challenging example for the rest of the defense industry" (1993 General 
Dynamics Annual Report). 

This tribute to himself and the other managers did not mention the impressive 

bonuses that they and the other top managers received. The notion that the decisions 

made were made solely for the good of the company, the industry, and the nation would 

be much more appealing to shareholders than the impression that perhaps the decisions 

were made for personal gain. 

Financial Exigencv 

The reasons behind financial performance and reduced sales were still presented 

as the result of outside events. The company's decisions and its corporate direction were 

presented as the only possible course of action rather than a choice between various 

options: "Equally important, ensuring the ongoing success of our primary businesses in a 

significantly smaller, more competitive defense marketplace is essential to enhancing 

fiiture value." and toward the end of the paper, discussing the restructuring decisions 
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made by Anders, "'Bill's aggressive leadership set a challenging example for the rest of 

the defense industry" (1993 General Dynamics Annual Report). 

The two previous annual reports discussed the importance of international sales 

and the need for the U. S. goverrunent to encourage both through policy and by example, 

these global sales. In this report, Mellor seemed to suggest that General Dynamics had 

accepted the fact that international sales, especially without the aircraft business, would 

not be sufficient to save market share for the new General Dynamics. "These initiatives 

are key to maintaining affordability for our customers and a competitive edge in 

increasing difficult international markets" (1993 General Dynamics Annual Report). 

Organizational Realignment 

The discussion of restructuring, both past and present, dominated this 

communication with the shareholders. It has been noted already how management viewed 

the past restructuring effort and after presenting the positive financial results of 1993. 

Mellor stated: 

"Equally important. 1993 was the year in which the turnaround of General 
Dynamics initiated in 1991 was completed. Today's General Dynamics is well positioned 
for the post-Cold War era with a core of increasingly profitable continuing operations and 
exceptional financial capacity" (1993 General Dynamics Annual Report). 

All of the continuing programs were presented with an emphasis on the added 

value of the plan to the shareholders. This was the first of the three General Dynamics 

letters discussed here to mention management incentives. Naturally these were presented 

as a benefit to the shareholders: 

"In addition, our company has a highly skilled management team which is 
strongly motivated to enhance the value of your shares. In that regard, your Board has 
initiated a new. two-year incentive program which continues our tradition of pay-for-
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performance, i.e. closely linking management incentives to the value of your shares. The 
new incentives are described in more detail in the proxy statement which accompanies 
the Shareholder Report." This emphasis is repeated in the final sentence of the letter. 
"Equally important, your management team is motivated and incentivized to capture and 
deliver that value"(1993 General Dynamics Annual Report). 

The executive performance in this case was measured by stock price. This 

assumed that the stock market was a good reflection of management capability, when in 

fact, all that it measured was management's ability to find buyers for portions of the 

corporation. This measurement also tended to reflect short-term results and not the ability 

to provide long-term value. The continuing plan of action emphasized maintenance of a 

strong cash position. Mellor discussed the possibility of selling hundreds of acres of 

prime real estate in California, along with on going efforts to sell portions of the business 

other than the submarine and the tank business. 

Under the heading of additional financial restructuring. Mellor announced a two-

for-one stock split, an increase in the regular dividend amount, and authorization for the 

company to reacquire up to 3 million shares of its own stock. This information, at least 

short-term, was good news for the shareholders and good news for the shareholders was 

indeed the thrust of this entire message. 

The importance of maintaining the "core" defense technologies was discussed both 

in 1989 and very e.xtensively in 1991. The word "core" was no longer being used in the 

1993 report. In 1993 the term being used was "key capabilities" and the discussion of the 

submarine and tank businesses indicated that these were the lone remaining key 

capabilities. The avoidance of mentioning the core programs, as discussed in 1991. and an 

attempt to explain this restructuring approach can be traced to the sale of General 
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Dynamics" high profile and near legendary fighter aircraft business to Lockheed early in 

1993. combined with a subsequent class action shareholder lawsuit. This lawsuit alleged: 

"...violations of various provisions of federal securities laws, fraud, negligent, 
misrepresentation, and breach of fiduciary duty by the defendants with regard to 
disclosures made, or omitted, in the Company's tender offer completed in July 1992 and 
the subsequent divestiture of core businesses" (1993 General Dynamics Annual Report. 
Contingency Section). 

Mellor's explanation of the core policy follows: 

"This program required the Company's major businesses to be number one or 
number two in their markets and have 'critical mass' — the appropriate size to retain key 
capabilities and ensure economies of scale. Management sought to have its businesses 
meet these criteria either within the Company or as part of other companies through 
mergers, joint ventures, acquisitions, or sales of businesses if necessary. Management 
also decided to sell peripheral businesses whenever appropriately valued transactions 
could be negotiated'" (1993 General Dynamics Annual Report). 

If one compares the restructuring program as described in 1991 and this 1993 

interpretation, it is clear why some shareholders felt that they were misled. The Mellor 

explanation tried to place the best interests of the country at the center of General 

Dynamics" decisions by saying that if sales were necessary to maintain the number one 

or number two status of the core defense program overall, then that business would be 

sold. 

Finally, the amassing of funds (projected by top management to reach $1 billion 

by the end of 1994) was described as a restructuring effort designed to put the interests 

of the shareholders first. However, a 1991 Navy suit for default on the building of A-12 

was still in litigation. This suit was seeking $1.4 billion in total claims from General 

Dynamics and McDonnell Douglas Corporation (Wall Street Journal. March 7. 1994). 

Although countersuits were filed and in 1994 General Dynamics insisted it would 
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"defend itself vigorously in connection with this matter, and expects that resolution of 

this matter will not have a material impact on the company's financial condition or 

results of operations" (1994 General Dynamics Aimual Report, pg. 29). the cash strategy 

allowed General Dynamics to amass the amount of the settlement before being forced to 

liquidate assets under duress, and perhaps not attain the most favorable price. 

Language Reflecting Typical Corporate or University Expectations 

The language in this annual report was centered totally around emphasizing how 

General Dynamics was being responsive to the shareholder's interests, despite actions 

that seemed, to many shareholders, to reflect exactly the opposite. James Mellor's 

statement in his armual report letter mirrored the shareholder thrust of the balance of the 

annual report: "As a team we have delivered exceptional value to our shareholders." 

Financial Overview: Entire Restructuring Period 

James Mellor was proud of the shareholder returns distributed by General 

Dynamics during 1993 and these highlights were summarized on the fifth page of the 

annual report. 

"Total shareholder value increased 51% in 1993. bringing total shareholder return 
to 553% over the past three years. At year end. the Company's total debt had dropped to 
only $38 million, a 94% decrease since January 1. 1991. Cash and marketable securities 
reached $585 million, six times January 1. 1991 levels even after returning $2.5 billion to 
shareholders over the past two years. Regular quarterly dividends rose 50% in 1993 and 
an additional 17% in March 1994. Sales per employee in continuing operations climbed 
to $138,000. a 14% gain in 1993 and a gain of over 70% since Januar\' I. 1991" (1993 
General Dynamics Annual Report). 

These numbers were impressive for the three year period. \\''hile net sales dropped 

68%. net earnings increased 302%. but one must remember that these gains had been 

achieved through the sale of ever\' division for which General Dynamics could find a 
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buyer. Companies often find the most advantageous ways possible to present valid 

numerical information within their annual reports. A fine example of this is contained 

within the last sentence of the above quote. The heading on that sentence was 

"productivity further enhanced." Because there are many definitions of productivity. 

General Dynamics was able to find one that suited its desire to show productivity gains. It 

defined productivity as sales per employee—therefore, as units were sold (largely made 

over a course of time when employee levels were higher) and employee levels were 

reduced in existing operations, productivity improved. Most would not see this as a good 

measure of productivity especially since over the period of this restructuring, the number 

of General Dynamics employees dropped from 102.200 to 23. 077. 

In the main. General Dynamics used this restructuring as an opportunity to amass 

cash and marketable securities as a hedge against pending lawsuits. 

Conclusion 

General Dynamics chose its own direction in its restructuring effort. Rather than 

develop commercial uses for its technologies or shift to a concentration on global 

competition as national policy dictated, it decided to divest itself of everything possible. 

For a time, it looked as though General Dynamics would sell operations until nothing 

was left. While pursuing this policy and achieving tine short-term gains for its 

shareholders and massive gains for its board of directors, it transformed itself from a 

major national defense company to a small, cash-rich corporation mainly noted for 

manufacturing submarines. 
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It was not surprising tJiat the language of an annual report was geared toward the 

shareholders since they comprised the main audience for these reports. Of interest were: 

the use of patriotism to elicit support for the company's agenda; the tendency of the 

General Dynamics rhetoric to reflect university style rhetoric when discussing 

rationalization of both the industry and the company, and the shareholder problems 

(lawsuits) resulting from defining a policy and then deviating from it. Specific data 

concerning the outcome of the shareholder lawsuits was not found, but corporate actions 

during 1997 seemed to indicate a settlement favorable to General Dynamics since cash 

reserves were used, during 1997. to purchase complementary businesses. 

COLUMBIA/HCA HEALTHCARE CORPORATION 
Succeeding in a Changing a Healthcare Environment 

Hospital Corporation of America (HCA) was initially selected as the case 

representing the health care industry. HCA was built on the idea that hospitals could be 

run profitably and became a public corporation in 1969. HCA not only built a 

respectable level of profitability but also built a reputation for high quality patient care. 

In 1988 Thomas F. Frist Jr. (one of the original founders) led a 5.1 billion dollar 

leveraged buyout of the company and took it private (The Forbes Four Hundred. 1993. 

pg.43). By 1992 HCA went public again. A statement by Chief Executive Officer (CEO) 

Frist in the 1992 annual report explained this move by indicating that the changing 

health care environment required significant additional corporate restructuring on the 

part of HCA. The 1993 HCA armual report carried no statement to the shareholders by 

CEO Frist because in October of 1993 HCA announced plans to merge with Columbia. 

The company then became known as Columbia/HCA. 
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This merger, with Columbia folding the HCA organization into its existing 

operation, necessitated reassessment of the use of Columbia/HCA as a suitable case for 

this research. While the main organization of Columbia was not being restructured, it 

was clear from reading Columbia's annual reports that Columbia saw itself as a 

restructuring the ways hospitals do business. 

"Today's American hospital is undergoing revolutionary change. For centuries, 
each has stood alone as a healing and caring center dedicated to the needs of its 
immediate community, operating singly as if it were the only hospital for hundreds of 
miles. 

But the nation's call for efficiency, higher quality and lower prices has forced the 
American hospital to look outside itself Economics and competition are creating a new 
trend of networking among hospitals and other service providers to produce lower prices 
and higher quality services that payers and patients demand" (1994 Columbia/HCA 
Annual Report, pg. 6). 

Because the current restructuring challenges facing higher education have often 

been compared to those being dealt with by the healthcare industry (Guskin. 1994). it 

seemed appropriate that an analysis of Columbia's attempts to restructure healthcare be 

a part of this research. 

The analysis of Columbia/HCA annual reports covers the five years 1992 (pre 

HCA) through 1996. All of these reports were prepared under the direction of Richard L. 

Scott. Chairman and Chief E.xecutive Officer. Because the first three annual reports were 

so similar in tone and style the analysis is presented in a single section. Changes 

occurred in 1995 and 1996 and these reports provided the additional points of analysis. 

Due to extraordinary circumstances occurring during the summer of 1997. an epilogue 

has been added to this case presentation. 
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1992-1994 

The messages to the shareholders during these three years were essentially the 

same. In fact the opening statement was essentially the same all three years: 

"Thanks to the hard work and support of our dedicated employees and medical 
staff members 1992 (1993. 1994) was Columbia Hospital Corporation's most successful 
year yet (was a very successfial year; was a record year)" (Columbia [Columbia/HCA] 
Armual Report 1992. pg. 2; 1993. pg. 2: 1994. pg. 2). 

The balance of these reports were also similar in that they combined a minimum 

number of financial tables with detailed rhetoric about the corporation's business 

strategy. 

Evoking an Emotional Response 

Despite the many opportunities a health care organization would have to evoke 

emotion in its armual reports. Columbia/HCA resisted those opportunities in each of these 

reports unless the reader is one who reacts emotionally to presentations of financial data 

and business strategy. A few of the photographs in these reports did show patients, but in 

each of these cases, the technology or skill of the practitioner, not the patient's need or 

dilemma, was highlighted. Other visuals showed facilities, data processing equipment, 

and detailed network maps of ser\'ice locations and types. 

The 1992 report did discuss the impact of Hurricane Andrew on the corporation's 

facilities in southern Florida. The work of physicians and staff in evacuating safely all 

patients safely from a damaged facility: handling all emergency cases without service 

interruption; and transferring supplies and equipment from other facilities, were lauded, 

but not played to potential emotional advantage. 
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Advocating Change in Government Policies and Procedures 

Healthcare decisions made at the national and state levels impacted Columbia's 

day-to-day operations significantly. The obvious interrelationship occurred through the 

Medicare and Medicaid programs but the period from 1992 - 1994 was also worrisome to 

Columbia due to President Clinton's initiative to assure health care coverage for all 

Americans. The three years of discussion on this issue began in 1992 with an uncertainty 

of the proposed changes but a confidence in Columbia's ability to fare well: 

"While it is currently impossible to predict with certainty the changes which may 
occur in the healthcare industry as a result of the Clinton Administration's yet-to-be-
announced healthcare reform plans. Columbia believes it is well-positioned to succeed in 
a new and likely more competitive environment. For example, implementation of a 
universal coverage plan should improve access for Americans to healthcare services. 
Also, Columbia looks forward to a "managed competition' model which is being 
discussed. In each of our markets. Columbia has a significant market position, a 
reputation for quality healthcare services, and is one of the lowest-cost providers—factors 
which should help Columbia do well in a competitive environment"( 1992 Columbia 
Annual Report, pg. 5). 

Columbia/HCA continued its confidence in the compatibility of its business 

strategy and any possible government actions. The corporation declared that regardless of 

any Congressional action, private healthcare companies were already at the forefront of 

healthcare reform. 

"The people of Columbia/HCA Healthcare Corporation are one of the dynamic 
forces pushing the envelope, changing the healthcare fi-om within. While Congress 
debates elements of the various healthcare reform plans, the people and the physicians 
associated with Columbia/HCA will continue moving reform in the direction it needs to 
go. by providing cost-effective, quality care to patients in the communities they ser\'e" 
(1993 Columbia/HCA Annual Report, pg. 7). 

By 1994 the Columbia/HCA view of potential political reforms in healthcare was 

both less optimistic and less friendly. 
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"We (Columbia/HCA) were very concerned about the healthcare plan proposed 
by the Clinton Administration which included a costly government bureaucracy, rate 
setting, and an employer mandate. We were concerned that this government controlled 
system would increase healthcare costs, decrease the quality of care, and result in 
rationing of healthcare services... Our grass roots campaign, which involved many of our 
employees, medical staff physicians, volunteers, and Senior Friends" members, generated 
more than 175.000 letters and 20.000 phone calls to legislators. In addition, our people 
visited with more than 100 members of Congress...! believe our efforts to educate 
Congress and our communities helped to defeat this flawed legislation and provided a 
basis for more constructive proposals in the future"(1994 Columbia/HCA Annual Report. 
Pg- 4)-

It seemed evident that the change in tone over the course of these passages 

resulted from the difference between what Columbia/HCA initially thought would be 

included in a proposal, and the actual governmental rhetoric. As long as it appeared that 

legislation would not significantly affect the corporation's current operating plan, no 

specific opposition or concerns were expressed. During the course of Congressional 

discussions, in 1993. the declaration that private industry was already undertaking a 

productive course of action seemed to be a mild effort to let Congress know the reform 

was essentially unnecessary. By 1994. real concern had developed on the part of 

Columbia/HCA about the direction reform was taking and a significant lobbying effort 

against such reforms was mounted. 

Columbia/HCA" s expressed concern about healthcare costs and quality of care 

was not particularly convincing based on the carefully drawn strategy that was perhaps 

most explicit in the 1992 armual report. "Columbia will not enter a market unless it 

believes it has the opportunity to become a significant provider within a reasonable 

period of time"" (1992 Columbia Aruiual Report, pg. 6). Throughout all these reports, the 

corporation made it clear that its strategy was to gain control of as many healthcare 
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options in a community as possible. These options included everything from home 

healthcare providers to hospitals, in addition to physicians, skilled medical technicians, 

and their networks. El Paso. Texas was one of the first markets to be penetrated by 

Columbia. The corporation acquired three El Paso hospitals, consolidated operations, and 

closed one of them. "As a result, the significant over capacity of healthcare serv ices was 

reduced and Columbia was able to build El Paso's only comprehensive network"( 1992 

Columbia Annual Report, pg. 10). Discussion of the network strategy and its success 

continued in the discussions of the West Houston. Corpus Christi. and Southwest Florida 

markets: 

"This area (West Houston) has extremely favorable population demographics: 
Only 4% of the population is over age 65. over half of the households have incomes over 
$35,000, and the population growth rate is about 3% per year...(pg. 14) Corpus Christi 
has proved to be a showcase for Columbia's strategy of consolidating facilities within a 
market—thereby significantly improving financial performance through the elimination 
of certain overhead costs and the allocation of remaining fixed costs over a larger revenue 
base.. .Columbia believes that, by the end of 1993. it will be the largest provider of 
healthcare services in Corpus Christi...(pg. 16) The Southwest Florida market is very 
attractive demographically. The area's population is approximately 850.000. with high 
seasonal fluctuations, and has an annual growth rate of almost 4%. While the number of 
residents over age 65 is high due to the large number of retirees, average-income levels 
remain high and younger families are moving in. diversifying the growing population 
base...As Columbia continues to develop a comprehensive network in Southwest Florida, 
it expects to see significant growth in patient volumes and financial performance" (pc. 
18). 

The passages concerning Columbia's market strategy clearly indicated that 

Columbia was concentrating its efforts in markets it felt it could control, although the 

term monopolize did come to mind after reading such passages in report after report. It 

was also apparent that the corporation was very consciously selecting its markets based 

on average patient age and income. So while Columbia/HCA's stance on governmental 



91 

reform indicated that the private sector (such as itself) was already reforming healthcare, 

in fact the populations around whom the governmental discussions revolved were the 

ones that Columbia/HCA was avoiding—those out-of-work, between jobs, or in a low 

income bracket; those needing extraordinary care: and those without adequate insurance 

coverage. 

Financial Exigencv 

The discussion of financial exigency in these armual reports centered on the 

problems of the healthcare industry in general (mostly public hospitals and services) and 

emphasized how Columbia/HCA applied its market strategy to avoid experiencing the 

financial constraints with which most healthcare providers were having to deal. In 

describing the pre-Columbia healthcare situation in El Paso the corporation stated: "In 

1988. the market was fragmented, with excess capacity and poor relationships between 

hospitals and physicians"(1992 Columbia Armual Report, pg. 10). Through a discussion 

of the changes and additions to the West Houston market. Columbia implied that 

inadequate financial investment in healthcare led to a lack of necessary services. 

"Some of the new programs begun by Columbia include rehabilitation services, 
inpatient and outpatient psychiatric programs, expanded outpatient diagnostic services, 
skilled nursing care, and home healthcare services...By upgrading the physical facilities 
and working closely with and being responsive to the needs of its physicians in the 
market. Columbia has experienced strong growth in patient volumes"(1992 Columbia 
Annual Report, pg. 14). 

The Columbia/HCA annual report took the stance that the financial crisis being 

experienced across much of the industry could be improved by organizations with a will 

to restructure their operations. 
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"The healthcare industry has both the ability and the incentive to address the 
challenges it faces, and Columbia/HCA is leading the way in this endeavor...together 
with our employees and physicians"( 1993 Columbia/HCA Annual Report. Forward). 

Columbia/HCA's commitment to incentives was clarified later in the 1993 annual 

report. 

"The fundamental difference between a healthcare system run by the government 
and one operated by private sector competitors can be captured in one word— 
incentives... In a competition based system, the very livelihood of physicians, hospitals, 
and other healthcare providers relies directly on their ability to provide cost-effective, 
quality services to patients"( 1993 Columbia/HCA Armual Report, pg. 18). 

This commitment to the use of incentives provided the basis for criticism from 

many, including the business press: 

"By bringing to health care the sort of hard-nosed, deal-making, consolidating, 
and cost-cutting tactics that have made other U.S. industries lean, agile, and profitable. 
Columbia's chief executive. Richard L. Scott, has created a $15 billion juggernaut in just 
eight short years...But the chain's brisk ascendancy has ignited a debate in the health
care industry about its tactics, ambitions, and style of operations... Rival hospitals are 
fuming over Columbia's hardball tactics as it tries to wrestle away market share... Critics 
say doctors" equity encourages them to shunt the poor away from Columbia's hospitals, 
and nonprofits say they see more indigent cases when Columbia comes to town"(Schiller. 
Zachary. [Business Week. September 4, 1995]; pgs. 80 & 81). 

The views expressed in this article provided an interesting counterpoint to 

Columbia's strategy for dealing with financial exigency in the healthcare industry. 

Columbia was very committed to being competitive through lowering costs. A part of its 

overall strategy depended on the cooperation of physicians in implementing new 

information and data systems and for finding ways to treat patients at less overall cost to 

the corporation. The concern expressed in the Business Week article foreshadowed 

concerns over conflict of interest (providing physicians monetary incentives for reducing 

costs was alleged to be in conflict with the patients' interests) that expanded and 
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ultimately became a part of allegations expressed during a governmental investigation 

begun in 1997. Providing a broad spectrum of services combined with corporate 

physician involvement were both strategies integral to Columbia/HCA's effort to lower 

costs. However, these were efforts were also a significant change from the way 

healthcare was traditionally delivered in this country. 

Organizational Realignment 

Columbia/HCA's approach to organizational realignment in the healthcare 

industry was to acquire and control a broad spectrum of healthcare services and medical 

personnel in each geographical area it serviced, while using its resulting large size and 

central purchasing unit to negotiate highly favorable pricing deals with providers of 

medical supplies and equipment. 

"Columbia is integrating a previously fragmented set of providers and services— 
hospitals, physicians, outpatient centers, psychiatric facilities, and home health 
agencies—to create organized, local healthcare networks. 

Columbia's strategy involves establishing a broad geographic base of services in a 
community delivering a fiill spectrum of services from acute-care to home healthcare, 
and implementing operating programs that allow the company's employees to provide 
cost-effective, quality services throughout the continuum of care. Columbia's purchasing 
power, information systems, and quality improvement programs, developed with 
physicians' input, are setting new standards for quality and competition in healthcare. 
Innovative approaches to customer and community service are erasing traditional lines 
between tax-exempt and tax-paying hospitals. Healthcare leaders—from major university 
teaching hospitals, publicly-owned charity hospitals, religiously-based medical centers 
and those developed from within the company—are guiding Columbia's healthcare 
system to new levels of efficiency, quality, and service. 

This synergy of Columbia's talent, leadership, and caring is changing the system 
both nationally and locally—ushering in a new model for American healthcare"( 1994 
Columbia/HCA Annual Report, pg. 6). 

Through the 1994 annual report, Columbia/HCA provided its own evidence of the 

success of this approach. Over the years, along with the acquisition of a considerable 
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number of for profit healthcare providers, the corporation acquired a number of facilities 

that had been run by churches, universities, or other nonprofit organizations. The 

following statement, by Jim Montgomery, the former Chief Executive OtTicer of one 

such healthcare center with a 90-year record of service to the community, follows; 

"There are many myths about tax-paying healthcare organizations that must be 
overcome. Investor-owned hospitals do give back to the community through charity care 
and taxes. They do have positive relationships with physicians and employees—our 
partnership would never have succeeded otherwise. And they do deliver high quality 
care. Today, as part of Columbia, we provide the services we use to do; we just do them 
more effectively and efficiently than ever before" (1994 Columbia/HCA Annual Report, 
pg- 14). 

The concern, as reflected in the Business Week article cited in the section 

conceming financial exigency, was that by controlling an overwhelming number of 

services as well as physicians in a given healthcare market. Columbia^CA was 

essentially limiting healthcare options for patients and insurers. This approach was 

attractive to shareholders and the corporation's stock reflected that optimism, but the 

nagging questions reflecting concerns over patient care and the definition of quality care 

continued to surface. 

Language Reflecting Typical Corporate or Universitv Expectations 

The language used by Columbia/HCA in these annual reports reflected typical 

corporate language, approach, and style exclusively. Although quality of care was 

mentioned throughout all of these reports, what that really meant to Columbia or its 

patients was not stated clearly. The corporation's premise was that the improved data, 

communication, and information systems allowed doctors, nurses, and other highly 

trained medical personnel to spend more time with patients. But the following statement 
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from the Business Week article challenged that premise: "At some Columbia hospitals, 

the company is replacing nurses with lower-paid staffers to handle such mundane chores 

as taking vital signs"(Schiller et.al. 1995. pg. 80). 

The values of hierarchy, power, and control were expressed throughout the 

Columbia/HCA discussions of strategy and results. The corporation trumpeted its ability 

to control a majority of the healthcare services in a community; to negotiate purchasing 

and provider contracts from the central headquarters; and to provide incentives for 

physicians who found ways to lower the cost of services. Ma.\imizing shareholder wealth 

was not mentioned explicitly however that was the result with the improved productivity 

and lowered costs realized by the Columbia/HCA organization. The typical collegial 

values of collaboration, autonomy, and responsibility were not in evidence in these 

reports. Nor were references to the decision-making process, incrementalism. or the 

importance of current problems over long-term benefits, found. 

1995 

Columbia/HCA's 1995 annual report showed a definite shift in style and a 

moderate shift in tone. The bulk of this report contained financial statements and remarks 

from the auditors. For e.xample. the 1992 annual report presented the official financial 

data on 8 pages of the 28 page report, the 1993 and 1994 annual reports presented the 

financial data on 7 of 28 pages but the 41 page 1995 annual report used all but 7 pages for 

financial disclosure and data. The entire discussion of results and plans for 1995 was 

contained within CEO Scott's letter to the shareholders. While the main thrust of the 

rhetoric still concentrated on Columbia/HCA's strategies of market penetration. 
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productivity, and cost reduction, a subtle addition of more sympathetic language was in 

evidence. 

Evoking an Emotional Response 

CEO Scott's move to evoking an emotional response was indeed tentative. The 

opening statement in a section entitled "Vision and Humanity In An Age of Change" 

read: "Most of the successes Columbia employees recorded in 1995 can be found in 

personal, individual stories that most of us will never hear. In Oklahoma City, for 

example..."(1995 Columbia/HCA Annual Report, pg. 4). But instead of continuing the 

sentence with "individual stories" related to the bombing of the federal building. Scott 

lauded efforts of Columbia employees in going to help in Oklahoma city both in patients" 

homes and in hospitals. The language was similar to that used when Columbia's efforts 

following Hurricane Andrew were described in the 1992 annual report. The balance of 

that section discussed new technology, organizational framework, cost effectiveness, and 

financial performance. 

Advocating Change in Govemment Policies and Procedures 

Based on comments from the 1994 annual report, the death of healthcare reform 

in Congress was probably seen by Columbia/'HCA as a victory for its lobbying effort, but 

that was not apparent from the 1995 armual report. No mention was made of govemment 

reform or of Columbia's efforts to shape reform. 
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Financial Exigency 

The bulk of Scott's 1995 letter to the shareholders addressed the issue of financial 

exigency in the healthcare industry and Columbia/'HCA's success at over coming the 

financial obstacles faced by traditional healthcare providers. 

"When we started Columbia in 1987, the most frequently asked question was why 
were we entering the healthcare field. In 1987, hospitals were struggling and many 
experts predicted a future of limited growth and profitability. Our vision of the future was 
quite different. We saw the opportunity for improving the quality of patient care, while 
controlling spiraling healthcare costs. To seize this opportunity, we dedicated our efforts 
to building an organization that would apply time-tested business principles to the 
delivery of healthcare services. Eight years later. Columbia's assets have grown to nearly 
S20 billion. Our 240.000 employees work closely with appro.ximately 75.000 physicians 
to meet the healthcare needs of 90.000 patients every day"(1995 Columbia/HCA Annual 
Report, pg. 2). 

The balance of the shareholder letter was devoted to citing performance results 

supporting Columbia's premise of growth and profitability. Measures cited included 

earnings per share, net revenues, net income, stock price, company size (based on market 

capitalization), bond performance, extensive expansion of holdings, admissions, increase 

of outpatient revenue as a percent of total revenues, patient satisfaction (based on 

surveys), nationwide recognition for excellence, and a site visit by the Malcolm Baldrige 

Awards Committee (awards based on implementation of total quality management 

techniques). As one might expect, the corporation's financial results based on these 

measures were impressive. 

Organizational Realignment 

The massive expansion of the Columbia/HCA network continued through 1995 

and encompassed all types of health care facilities (percent increase in number of 

facilities from 1994 to 1995): hospitals (43%). home health agencies (228%). skilled 
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nursing units (189%). ambulatory surger\' centers (12%), psychiatric units (45%). 

rehabilitation units (50%). and comprehensive outpatient rehabilitation facilities (325%). 

Thirty-two of the 119 hospitals added in 1995 were either acquisitions of or joint-

ventures with tax-exempt hospitals. In explaining the development of continuing 

alliances with charitable healthcare organizations Scott said: 

"Such additions expand our ability to ser\'e a geographic region, help us connect 
local or state-wide healthcare networks and often provide us with instant goodwill and 
market share... Generally, when we purchase the hospital assets of a tax-exempt 
organization, the fiinds from the transaction retire the hospital's debt and the remainder is 
directed into a community foundation...The foundations created through the purchase of. 
or joint-venture with, tax-exempt facilities are contributing a wealth of new benefits to 
the communities Columbia now serves" (1995 Columbia/HCA Annual Report, pgs. 5-6). 

Although Scott explained how the communities were benefiting from such 

alliances, the opening paragraph's emphasis indicated that expanding the network and 

improving market share, not community service, was the main consideration in the 

acquisition of facilities. 

This report announced the addition of Columbia/HCA's corporate magazine. 

"One Source." and its creation of an Internet home page. These additions were mentioned 

as a part of organizational realignment because these media not only provided sources of 

medical information to patients but also were set up so that patients could locate 

physicians and other specialists within the Columbia network for consultation and second 

opinions. Columbia also envisioned the Intemet as a handy means of communication 

with physicians and between physicians and patients. 
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Language Reflecting Typical Corporate or University Expectations 

The 1995 annual report continued to use predominately corporate language in its 

presentation. The visit to a Columbia facility by the Malcolm Baldrige Award Committee 

reinforced the corporation's thrust for greater productivity and cost control through total 

quality management principles. Improvement of shareholder wealth was stated explicitly 

along with statements of corporate results in the form of performance measures and 

projections in the form of strategic plans and market strategy. 

In a portion of one paragraph a moderately collegial tone was expressed: 

"We have created a framework and atmosphere in which our employees and 
associated physicians can work together to improve the quality of care and have 
created a community of physicians and healthcare employees who can share real-time 
medical information about a patient throughout the local healthcare system" (1995 
Columbia/HCA Annual Report, pg. 5). 

This was the first indication, in the annual reports reviewed, that the 

corporation/employee relationship with physicians was described as collaborative and the 

development of a "community of physicians" was discussed. This language could be 

viewed as more collegial. Previous reports characterized physician support as necessar\-

but these reports did not distinguish physicians as separate from other corporation 

employees. Given the fact that physicians have been the most powerful and prestigious 

profession in this country, it is remarkable that Columbia/HCA was. in essence, treating 

them as just another group of employees. The collaborative tone probably was deemed 

necessary to assure continued cooperation by the physicians in the corporation's effort to 

continually improve productivity and profits. 
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1996 

Columbia/HCA's 1996 Amiual Report continued with a similar rhetoric/financial 

presentation mix as that started in 1995—8 pages of 43 comprised the corporation's 

verbal presentation to its shareholders. This mix. however, was about all that was familiar 

about the rhetoric being used by Columbia during its 1996 annual report. 

The approach, emphasis, and use of language in the 1996 report was so different 

from the four previous reports, it is important to reiterate that Richard C. Scott, the 

President and Chief Executive Officer of Columbia/HCA was responsible for this 

shareholder letter as well as the previous ones. 

Evoking an Emotional Response 

Having passed up a number of opportunities to evoke an emotional response from 

readers in previous reports. CEO Scott took the emotional, persuasive approach almost 

exclusively in this report. All seven pages of his letter to shareholders contained 

anecdotes from patients, patients" relatives, physicians, and employees. The section 

headings for the letter also reflected this shift. Headings in former reports were 

informative delineators that indicated an upcoming discussion of mergers, strategy, or 

measures. The 1996 headings included more descriptive language: "Columbia's Quality 

Operating Principles; Columbia's Strategy Works; Columbia's Continuum of Care; 

Columbia's Marketing Solutions; and Columbia's Commitment to Communities. 

Families, and Children." Rather than statements about performance measures, patients 

were quoted and stories related. Quotations from the anecdotes included: 

"When 1 get my hearing back. I'll feel like I won the gold, silver and bronze 
medals." "She's not my nurse, she's my friend, a real member of the family." "Thanks to 
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my infusions. I feel like I'm in control now. I have faith in myself. I can do my regular 
household chores, like cooking, sweeping, and cleaning. I am less of a burden on my 
family." "When Columbia purchased the hospital and began operating it, that changed for 
the better. Columbia understands that quality patient care comes from a combination of 
excellent staff and state of the art equipment" (1996 Columbia/HCA Annual Report, pgs. 
1-2). 

The efforts at cost control were even recast. The centralized purchasing effort, 

meant to lower the cost of medical supplies and equipment corporation wide, was now 

recast as an effort to avoid waste: "The purpose of the study (pilot supply cost study) is to 

find the most efficient way to use supplies in order to improve the quality of patient care 

and to find ways to keep from wasting resources" (1996 Columbia/HCA Annual Report, 

pg. 4). 

The reasons for the change in tone, over this period of time, are unclear. Positive 

responses from their shareholder community may have convinced them that the need to 

stress results was no longer of prime importance, or it is possible that this was an attempt 

to answer the criticism of business writers that they valued lower costs over patients" 

needs. While some may have foreseen the government's 1997 investigations, it is 

doubtful that this precipitated the 1996 shift since Scott and other top managers seemed 

genuinely surprised (and in denial) when the government announced its intentions. 

Advocating Change in Government Policies and Procedures 

In its discussion of future issues. Columbia/HCA raised the issue of Medicare. 

Medicare's impending insolvency, and the increasing number of uninsured Americans. 

The corporation returned to its theme, first expressed in 1992. that private industry could 

lower the cost of medical care, but suggested, for the first time, that Congress plan 

systemic and fundamental change to ensure access. 
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"Americans and their elected representatives need to consider ftmdamental and 
systemic improvements to healthcare, not short-term patches that do not improve 
incentives or address ftmdamental problems. While Congress and the President debate the 
issues, private industry has implemented changes that have begun to control costs. This is 
a good beginning, but it is only a beginning. We need to find new and creative ways for 
available ftinds to be spent more fairly to ensure that all Americans have access to quality 
care" (1996 Columbia/HCA Annual Report, pgs. 6-7). 

Financial Exigencv 

The discussion of lowering costs and improving productivity industry-wide was 

kept very low key in the 1996 report. The most overt remark was provided as part of a 

quotation from Sister Christine Riley. President of the Sisters of St. Joseph of Wheeling. 

West Virginia. 

"We need to allow markets to work, because markets improve services and 
empower consumers. We need to remove burdensome regulations, like certificate-of-
need laws, that restrict competition and choice. Competition and choice will lower cost, 
improve quality, and allow the market to match services to the demands of local 
communities. Competitive markets have been the driving force in providing quality 
products and services throughout our histor>'. Healthcare should be no exception" (1996 
Columbia/HCA Annual Report, pg. 7). 

It seemed only fitting that this annual report, with its emotional thrust, quote a nun 

concerning issues of competition, cost, and market strategy. 

The discussion of financial exigency, as was true of the balance of the 1996 

report, shifted from focusing on the Columbia/HCA organization to focusing on patient 

needs. "In a competitive environment we know that we must continue to find ways to 

deliver better patient care" (1996 Columbia/HCA Armual Report, pg. 2). The need to 

improve and measure that improvement was still discussed, but rather than emphasizing 

corporate profitability and shareholder wealth, the benefit to patients of such an approach 

was highlighted. 
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"Every day, we must be willing to ask ourselves what it takes to succeed and to 
improve on our past accomplishments. As a result, we have dedicated ourselves to 
learning and measuring in order to better ourselves and our service. As one team, we 
strive to meet Columbia's four quality principles. Each day we all work to measure and 
improve patient outcomes, to measure and improve patient satisfaction, to measure and 
improve costs, and to provide care and compassion" (1996 Columbia/HCA Annual 
Report, pg. 2). 

This theme continued with illustrations concerning how improvements at one 

hospital, particularly in emergency room procedures were shared across the Columbia 

system to benefit patients being served throughout the corporation. 

Organizational Realignment 

Columbia/HCA continued to increase the size of its network through acquisition 

and merger in 1996. The extent of these additions to the corporation were covered in a 

detailed paragraph and the addition of a massive nationwide campaign designed to 

"educate people about Columbia and our network of facilities and services" (1996 

Columbia/HCA Annual Report, pg. 4). This campaign included seven television spots 

and seven print advertisements. Plans were made to continue the campaign into 1997 

with those new advertisements focusing on informing people about the various services 

offered at Columbia facilities. The corporation's commitment to offering a wide range of 

services continued but the need to carry out this strategy was also now framed in patient 

terms. "Hand in hand with our commitment to sales is the idea that we must put our 

patients" needs first" (1996 Columbia/HCA Annual Report, pg. 5). 

Language Reflecting Tvpical Corporate or University Expectations 

Although the thrust of the 1996 annual report shifted, presenting Columbia/HCA 

as a corporation significantly more sympathetic to its patients than it had been in previous 
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reports, there was not a major shift to language more collegial in tone. The language used 

was what one would expect from a corporation, although the references to maximizing 

shareholder wealth and corporate profitability were less overt. For example, a statement 

such as the following was constructed to emphasize patient benefit from actions but the 

corporate strategy shines through: "We are on the cutting edge of laser surgery, which 

can reduce costs, decrease the time a patient must spend in the hospital and speed the 

patient's recovery" (1996 Columbia/HCA Annual Report, pg. 6). Patients may find it 

attractive to obtain a speedy recovery, but reduction of time in hospital was also essential 

to maintaining Columbia's profitability. At no time was there ever a hint that Columbia 

was planning to change the hierarchical power and control strategies that had been the 

foundation for its impressive growth. 

Financial Overview: The Entire Restructuring Period 

Since the analysis of the Columbia/HCA restructuring covered the corporation's 

concept of how the healthcare industry could be restructured rather than how its own 

organization should be restructured there were no reductions in Columbia personnel or 

reversals in earnings during this period. From 1992 to 1996 net revenues increased 49% 

and net income increased an incredible 668%. The number of Columbia hospitals 

increased 37% and hospital admissions increased 31% with average patient stays 

dropping from 6.0 days to 5.1 days. Over this same period the proportion of salaries and 

benefits dropped 2%. Columbia, in fact, was doing exceptionally well and. before its 

1997 problems with the government, was. in general, regarded highly by the public. The 
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groups that suffered during this restructuring were Columbia's direct competitors and. as 

would be discovered later, the tax-paying public. 

Conclusion 

The reason for Columbia/HCA's sudden change in approach for 1996 was not 

clear but some clues may be found in the shareholder letter itself. The corporation was 

justly proud of a number of its achievements during 1996: Fortune magazine's annual 

ranking of the nation's most admired companies included Columbia as the highest rated 

healthcare company; a report from the Advisory Board, a healthcare research 

organization, cited Columbia as the new competitive standard for American healthcare 

providers; and according to 1996 survey results. 94% of Columbia's patients were either 

"satistled" or "very satisfied" with their stay, outpacing the industry average of 88%. The 

announcements of these achievements may have allowed Columbia/HCA to believe that 

convincing shareholders and potential shareholders of the corporation's value was no 

longer as necessary as answering the criticism, from many in both the business press and 

the healthcare industry, that Columbia/HCA was more concerned about profits than its 

patients. 

From the 1992 detailed explanation of its strategy for restructuring the way 

healthcare providers do business through its 1996 annual report. Columbia/HCA never 

wavered from its publicly announced strategies, used the typical corporate model and 

corporate language all the way, and found unprecedented success. 
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Epilogue 

During mid-July 1997. the federal government issued search warrants for 

documents relating to hospital laboratory billing and home health care operations at 

Columbia/HCA facilities in seven states (PR Newswire, July 16. 1997). Less than ten 

days later. Richard C. Scott and his second in command. David Vandewater were forced 

out by Columbia/HCA's board. Dr. Thomas C. Frist Jr.. who co-founded HCA with his 

father and had been Columbia/HCA's vice chairman, was named to replace Scott as 

chairman and chief executive (The Arizona Daily Star. July 26. 1997). By the first of 

August, three Columbia/HCA executives had been charged with cheating Medicare out of 

at least 1.8 million in over billing and non-reimbursable charges (The Arizona Daily Star. 

July 31. 1997). 

Because healthcare is an industry both regulated by and selling services to the 

government (through Medicare). Columbia/HCA's new management probably 

considered early settlement of the charges essential. By early 1998. Columbia/HCA was 

rumored (in the business press) to have developed a plan that would pay the government 

SI billion in restitution, and split the corporation into five separate pieces (Sellers. 1998). 

This separation would effectively dismantle the organizational realignment that had been 

an integral part of Columbia's strategy since its inception. It also would eliminate the 

physician incentive program that CEO Scott had thought so essential to success. The 

incentive programs had come under fire as early as 1995. It was charged that the 

incentives served to encourage physicians to cut comers on patient care in order to 

improve profitability (Schiller et.al.. 1995). 
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These occurrences do not alter the preceding discussion of restructuring in the 

health care industry but are interesting in view of the fact that Columbia/HCA was 

successful in implementing a strategy for healthcare that was profitable on both the 

corporate and shareholder levels. Apparently missing in its strategy was the type of 

corporate oversight that would have eliminated the ability for those working within the 

system to maximize profitability and personal gain at any cost, and at the expense of the 

quality of patient care. 

BANKAMERICA CORPORATION 
Struggling to Regain Leadership 

BankAmerica Corporation, formerly known as Bank of America, is what many 

would call a typical American success story. A. P. Giannini founded the bank in 1904 to 

serve his Italian neighborhood in San Francisco. When the earthquake of 1906 leveled the 

bank and much of the neighborhood. Giannini reopened his business on the docks and 

began lending money to his neighbors who were suffering both financial ruin and 

homelessness. The bank was built on serving the small customer, whether through 

personal accounts, business accounts, or agricultural loans. One of Giannini"s early 

efforts took him to neighborhood elementary schools to talk to the students about banks 

and setting up savings accounts. No amount of money was too small to open an account 

at the Bank of America. This philosophy was the basis for the bank's success. By the 

early 1920's Bank of America branches could be found throughout California (Johnston. 

1990: Hector. 1988). 

The years 1985 through 1989 were years of turmoil and peril for BankAmerica. 

The deregulation act of 1980 allowed the banking industry to participate in markets never 
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before available, but these same institutions were also opened up to forms of competition 

and risk that had never been encountered previously. At almost the same moment (1979) 

the Federal Reserve, under the direction of Paul Volker. raised interest rates in an effort 

to curb inflation and restore world confidence in American banking. The combination of 

these two events would cause national strife in the savings and loan industry. There were 

over 200 bank failures between 1980 and 1985. more than the total failures over the 

previous 40 years (Robbins and Pearce II. 1992). Before deregulation, banks were 

virtually assured profitability because real estate loans were covered by savings accounts 

that were (legally) paying artificially low interest rates. However, when the Federal 

Reserve raised the interest rates banks paid to 12-15% there was a significant mismatch. 

Long-term real estate loans locked in at low rates were now costing the banks money to 

maintain. The deregulation and surge in global confidence due to the Federal Reserve's 

actions opened up banking to world-wide competition. BankAmerica would prove to be 

notoriously inept in dealing in the global banking market while suffering loan 

mismatches in conjunction with crises in the real estate, oil. and agriculture industries. 

This combination of events nearly sank BankAmerica (Johnston. 1990). The problems 

were complex, numerous, and had developed over a period of years, but the bank did 

seem to make at least two basic errors leading up to its ultimate crisis, first acknowledged 

in 1985: 1) it seemed to lose sight of its original spirit of service to all types of customers: 

and 2) it developed a kind of corporate arrogance that refiised to believe or react to 

problems as they became apparent. Perhaps due to its pervasive internal problems. 

BankAmerica's troubles just preceded those experienced throughout the banking 
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industry: "Nineteen eighty-seven turned out to be the worst year in the banking industry 

since the Great Depression. The nation's fifteen largest banks lost almost $8 billion as 

they set aside reserves to cover potential losses on loans in Latin America. Smaller banks 

failed in near-record numbers, more than at any time since 1933..." (Hector. 1988). 

The annual reports presented for this case cover the years 1985 through 1989 and 

were prepared under the direction of two different leaders. Samuel H. Armacost for the 

1985 report and A. W. (Tom) Clausen for the 1987 and 1989 reports. 

1985 

BankAmerica's 1985 annual report opened with the bad news: "The challenges 

weathered in 1985 by BankAmerica Corporation's loan-related operations were more 

difficult than in any other year in its histor\ " (1985 BankAmerica Annual Report, pg. 1). 

The corporation's net loss for the year was $337 million including $1.6 billion in net loan 

losses. Referring to these results as "disappointing" was. perhaps, a considerable 

understatement. 

Evokina an Emotional Response 

While BankAmerica did use persuasion, the intent in this annual report was not as 

much to evoke an emotional response as it was to convince the shareholders that the 

corporation was doing everything possible to reverse its recent downward slide 

successfully, and that the worst of times was behind them. Since the banking industr>''s 

reputation is that of cool, dispassionate financial decision-making, it would perhaps be 

more surprising if BankAmerica did attempt to evoke emotion in making its case. 
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Advocating Change in Government Policies and Procedures 

BankAmerica also did not advocate any change in government policies or 

procedures. The corporation did discuss its decisions to reduce dividends during the third 

quarter of 1985 and eliminate them altogether for the first quarter of 1986 as being 

"consistent with the philosophy and guidelines articulated by bank regulators..." (1985 

BankAmerica Annual Report, pg. 1). 

Financial E.xigencv 

The term "financial exigency" was never used in this report. However, with $ 1.6 

billion dollars in net loan losses, this corporation's restructuring efforts were certainly 

precipitated by financial exigency. Outside observers (Johnston, 1990; Hector, 1988) 

agreed that all banks suffered to a certain extent during this time period based on 

unfavorable worldwide economic conditions, the sudden devaluing of real estate, and the 

apparent collapse of the oil industry in the United States. There was also agreement, 

however, that BankAmerica's inattention to the training of its loan officers, and the 

overall quality of its loans made the scope of problems much worse for it than for its 

competitors. 

Far from discussing any possible internal failings that may have helped precipitate 

its financial crisis. BankAmerica explained that: "...our diversity—which was the 

hallmark of our strength in times of growth—made us uniquely vulnerable to these 

adverse economic conditions in 1985" (1985 BankAmerica Annual Report, pg. 2). This 

approach made it possible for the corporation to discuss its massive financial problems 

and plan solutions without the shareholders losing faith in its leadership or board of 
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directors. Continued faith in corporate leadership was what President Armacost was 

looking for at the end of his letter to the shareholders: 

"On behalf of the Board of Directors and management. I assure you of their 
united dedication to resolving the problems responsible for the results of the past year and 
returning BankAmerica to the levels of profitability and dividend payouts that you expect 
and deserve" (1985 BankAmerica Armual Report, pg. 3). 

Organizational Realignment 

While Armacost reassured the shareholders that steps were being taken to relieve 

BankAmerica's financial problems, the concrete steps taken seemed to provide short-

term solutions. The corporation sold its World Headquarters properties (leasing back 

about 60% of the space to continue operations in that location) and FinanceAmerica 

operations. These were described as "nonstrategic assets" (1985 BankAmerica Annual 

Report, pg. 1). 

No specific plan to reduce cost was presented, so a restructuring as such was not 

defined. But the discussion of an employee development program designed to retrain 

over 2.700 employees whose jobs had been discontinued or substantially revised 

indicated that some such organizational realignment was occurring. This training 

program was funded by the State of California through a program designed to retrain 

displaced workers from all industries. Expense control efforts, largely directed at 

reducing persormel costs, were also instituted. One of the reasons for this concentration 

on persormel costs can be found in the fact that although staff was cut from 82.700 in 

1981 to 77.950. in 1985 its staff costs had increased by 42% (Johnston. 1990. pg. 306). 

The message to the shareholders also described a strategy that included: 

"Tailoring retail banking operations to provide individual customers with quality 
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services conveniently, efficiently, and at a reasonable cost.... Focusing our wholesale 
banking organization on serving customers who need a full range of financial services 
around the world.... Streamlining our payment services operations between the retail and 
wholesale bank, and also developing these services as a profitably activity.... The 
corporation continued to strengthen its top management with the addition of highly 
experienced professionals in key areas..." (1985 BankAmerica Annual Report, pgs. 2-3). 

There were assurances that at least one area of the corporation's operations would 

not be affected and that was the BankAmerica Foundation. This foundation was the 

philanthropic arm of the corporation was focused on; "...establishing the corporation as a 

leader in bettering the communities in which it conducts business (1985 BankAmerica 

Armual Report, pg. 6). 

Language Reflecting Typical Corporate or Universitv E.xpectations 

As one might expect, the language in this report was reflective of corporate 

expectations. The presentation of corporate fiscal problems and the resulting efforts to 

enliance productivity as the consequence of external economic forces; "Foreign, shipping, 

commercial real estate, and California agriculture sectors suffered from deflation, the 

relatively high value of the U.S. dollar compared with foreign currencies, depressed trade 

levels, and an uneven worldwide economy throughout the year" (1985 BankAmerica 

Annual Report, pg. 2); the emphasis on controlling costs; "Consistent with the business 

goal of serving customers better, corporate support groups are focused on eliminating 

unnecessary costs and redundancies and reallocating resources from nonstrategic 

activities to high-value efforts" (1985 BankAmerica Annual Report, pg. 4); and the need 

to base decisions on maximizing value for the shareholder; "The Board believes these 

decisions to be in the best long-range interests of the corporation and the shareholders." 

(1985 BankAmerica Annual Report, pg. 1) were all expressed in this report. 
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While BankAmerica indicated that it wanted to refocus effort on its individual 

customers, it said little about the importance of its workforce (services typically depend 

on their employees to enhance corporate standing in the eyes of its customers). 

1987 

A.W. (Tom) Clausen reassumed the leadership position at BankAmerica during 

1986. The corporate financial results for 1987 did not improve over those of 1986. but 

Clausen did report movement in the right direction with the final two quarters of the year 

being profitable. Clausen's optimism was not necessarily shared by those in the business 

community who noticed, despite two years of damage control, the armual reported net 

losses increased from $518 million ($3.74 per common share) in 1986 to $955 million 

($6.43 per common share) in 1987. 

Evoking an Emotional Response 

While the overall tone of the shareholder letter and the balance of the text 

in the report did not shift noticeably to that of evoking an emotional response, there were 

some subtle additions that did seem designed to convince the shareholders with 

something more than financial data and presentation of corporate strategy. First, a short 

introductory statement preceded the shareholder letter and concluded with this statement: 

"BankAmerica"s recovery is based upon building strong relationships with its customers 

by continuing to meet their individual financial needs with quality products and services 

every day" (1987 BankAmerica Armual Report, pg. 1). Then just following the one page 

shareholder letter, a number of photographs of banking customers and employees were 

interspersed throughout the review of 1987 results. Below each photograph three 
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captions, that could be described as testimonial, were presented. The first column defined 

a corporate strategy or focus, the second and third columns presented quotations from a 

BankAmerica customer and employee that exemplified achievement of the target strategy 

or focus. Each customer quoted was a business customer who cited a long-term 

relationship with the bank along with general satisfaction regarding recent dealings with 

the bank. For example: 

First Column: "Bank of America has specially trained officers in commercial banking 
locations to serve California's middle market companies with a vast array of services— 
from traditional deposit and credit products to capital markets, trade finance and cash 
management." 
Second Column: "Annabelle Block: "We've had a long history with Bank of America. 
The bank helped my father stzirt up the company in San Francisco almost 50 years ago. 
Recently, financing was needed for expansion and new case packing machinery. It was a 
huge expenditure, but the bank provided the funds. My father had a good relationship 
with Bank of America and when I walked in. the relationship stayed the same."" 
Third Column: "Linda Fischer: "Since its growth and expansion over the past two years. 
Annabelle Candy Company utilizes products and services from practically every area of 
the bank. Accessing this wide variety of services quickly through our network helps me 
to keep the client up-to-date with quality information and financial products'" (1987 
BankAmerica Annual Report, pg. 8). 

These, plus the other testimonials presented in this report, provided the 

shareholders with anecdotal evidence that BankAmerica Corporation was successfully 

achieving its improvement strategy. Given the continuing underlying problems within the 

corporation, the corporate leadership probably hoped most shareholders would not look 

to the financial statements for corroboration of this evidence. 

Advocating Change in Government Policies and Procedures 

No mention of government policies or procedures occurred in this report. 
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Financial Exigency 

BankAmerica's pressing financial problems continued to center around issues of 

bad debt but its emphasis for improving the financial outlook continued to focus on cost 

control through greater efficiency and automation. "Expenses are expected to be further 

reduced during 1988 through greater efficiency in staff utilization and through continued 

application of automation for high volume processing operations" (1987 BankAmerica 

Annual Report, pg. 5) 

The financial concerns were presented in the most optimistic way possible. Losses 

were presented as less large than the year before, the fact that expenses declined from the 

previous year was emphasized, but the fact that expenses were already much too large 

compared with the rest of the banking industry was downplayed. For example, while 

BankAmerica was showing a lower level of net credit losses ($843 million in 1987 down 

from $1.4 billion in 1986) it did have a level of nonaccrual and restructured loans (in 

layman's terms, bad or questionable debt) about $200 million higher in 1987 than in 

1986. The annual report, however reported that; "Nonaccrual and restructured loans 

DECLINED $1.2 billion in 1987. EXCLUDING $1.4 billion in Brazilian loans placed on 

nonaccrual status during tlie first quarter of 1987"(emphases my own)" (1987 

BankAmerica Annual Report, pg. 4). It seems that BankAmerica hoped that report 

readers would focus on the statement that nonaccrual and restructured loans were 

declining, not that the corporate exposure in this area had actually increased due to 

problems with the Brazilian debt. 
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Organizational Realignment 

During 1986, First Interstate Bank made a bid to merge with BankAmerica. This 

bid was rejected by BankAmerica's board early in 1987. After reviewing the proposal, 

the BankAmerica Board determined that: "...realization of those goals (the corporation's 

goals) would create greater future value for the shareholders than would a merger" (1987 

BankAmerica Annual Report, pg. 4). 

Probably due to the disastrous state of its worldwide loan portfolio. 

BankAmerica's main corporate initiatives focused on redeveloping the corporation's 

strengths in the Western United States, most particularly. California. The renewed 

interest in its traditional customer base, was evidenced in a four-page discussion of the 

California Banking Group. The section on retail banking was introduced with the 

following statement reflecting Bank of America's dominance in California. 

"Bank of America continued to build its reputation as the most convenient bank to 
deal with in 1987. serving more than nine million Califomians with more than four 
million checking accounts and nearly $40 billion in deposits and with more than five 
million bankcards" (1987 BankAmerica Annual Report, pg. 6). 

This redevelopment of market also evidenced itself in BankAmerica's efforts to 

bring its outdated computerized support systems up-to-date. While BankAmerica had 

been among the first to computerize some of its operations in the 1970"s and even made 

early efforts with bankcards. these systems were cumbersome and at the time, many 

within the Bank of America system felt that automated banking services represented ver\' 

limited potential (Johnston. 1990). Therefore, a renewed commitment to this sector 

indicated a realization that the foundation of the BankAmerica corporation was in its 

original market. 
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"A major improvement to support efforts to enhance existing relationships with 
the largest customer base in California is the installation of a new computerized customer 
information system. The new system will allow branch personnel throughout California 
to provide improved service because of better information about a customer's overall 
relationship with the bank" (1987 BankAmerica Annual Report, pg. 6). 

More specific plans were outlined in the discussion of various banking services. 

For example: "Lending to California's home purchasers, who are expected to borrow 

more than $30 billion in 1988. is one of the top priorities for Bank of America" (1987 

BankAmerica Annual Report, pg. 9). The recommitment in California included small-

and medium-sized business customers as well as commercial banking customers: 

"California's middle market encompasses approximately 13.000 businesses, and the bemk 

currently serves more than 30% of those businesses" (1987 BankAmerica Annual Report, 

pg. 10). The final emphasis on this realignment toward the California market came in the 

section devoted to discussing BankAmerica's World Banking Group. "As part of its 

focus on major institutions, the bank is scaling back its retail and middle-market business 

activities outside the westem United States" (1987 BankAmerica Armual Report, pg. 10). 

Language Reflecting Typical Corporate or Universitv Expectations 

"Last year we said that in a reduction of our overall expense structure was a 
critical objective. We achieved that reduction in 1987 and plan to cut expenses further in 
1988 in the ongoing effort to bring our cost structure into line with the industry. We are 
confident this goal can be achieved while maintaining the quality of service we provide 
our customers" (1987 BankAmerica Annual Report, pg. 2). "This action was taken after 
the board's thorough and intensive review of the corporation's strategic objectives, its 
business plans, and its restructuring program showed that the realization of those goals 
would create greater future value for shareholders than would a merger" (1987 
BankAmerica Armual Report, pg. 4). 

The preceding excerpts from the BankAmerica shareholder letter (pg. 2) and the 

year in review (pg. 4) were typical of BankAmerica's rhetoric in the 1987 report and also 
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exemplified language that reflected the traditional language of business. \^'hile this 

annual report only used the term "restructuring" in connection with its decision to reject 

the First Interstate merger, BankAmerica's financial crisis and need to realign itself was 

repeatedly expressed in terms of its strategic plan, goals, objectives, cost controls, and 

productivity enhancements. It also discussed its market in terms of returning to 

concentration on California and mentioned concem for enhancing share value a number 

of times. 

As is also expected from businesses, BankAmerica discussed its financial 

problems as being directly related to extemal events, therefore implying that these 

situations were not the product of poor management. 

"The corporation's fiill year 1987 results like those of other major bank holding 
companies throughout the United States, reflected the impact of a significant increase in 
the allowance for credit losses during the second quarter of the year related to the 
uncertainties surrounding the economic prospects of developing countries" (1987 
BankAmerica Annual Report, pg. 2). 

Finally, in the closing paragraph of the shareholder letter. Chairman, President, 

and Chief Executive Officer Clausen repeated BankAmerica's intent to follow a course of 

action designed to maximize shareholder wealth: "As we progress in meeting our 

objectives, our overriding goals are to restore common stock dividends and enhance your 

investment in BankAmerica Corporation" (1987 BankAmerica Annual Report, pg. 2). 

This annual report evidenced no language that could be considered an expression 

of university values. 
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1989 

BankAmerica's 1989 Annual Report was also prepared by A.W. Clausen. The 

reported net income of $1.1 billion in 1989 heralded the return of positive numbers to 

BankAmerica's bottom line, a 67% increase in the quarterly dividend, and rating agency 

upgrades of its corporate securities (1989 BankAmerica Annual Report, pg. 2). Given 

these positive results and the optimistic projections for BankAmerica's future, Clausen 

used this report as the vehicle for declaring that his job of bringing the corporation out of 

its financial crisis was complete. He also indicated that he would be resigning his position 

as of May 24, 1990. 

Evoking an Emotional Response 

The testimonials that were in evidence in the 1987 report are missing from this 

report. The pictures used were of the corporation's leaders and board of directors in 

formal, posed settings. With the turmoil of the preceding years said to be over, it was 

possible that the return to a more formal, structured format was intended to communicate 

an image of stability. Four paragraphs in the second section of the corporate review 

discussed the bank's initiatives that met the needs of low-income residents in its service 

area and lauded employees for donating thousands of volunteer hours to community 

service projects. While the bank encouraged such volunteerism (this type of visibility 

improved its image in the community and was helpful in efforts to expand its retail 

customer base) and to a great extent took credit for its employees" volunteer efforts, the 

corporation's contribution consisted mainly of helping to organize various volunteer 

events. 



120  

Advocating Change in Government Policies and Procedures 

As with the former reports, there was no mention of the desire to change either 

government policies or procedures. This is not to suggest that government policies did 

not play a role in banking efforts but the annual report was not used to express any 

corporate opinion about these various regulations. 

Financial Exigency 

The only indication of financial troubles for BankAmerica in this report was 

presented in the opening paragraphs of Chairman and Chief Executive Officer Clausen's 

letter to the shareholders. These paragraphs discussed the corporation's improved results 

and ended with the following statements: "The turnaround has been accomplished. The 

recovery is a fact. The corporation has competitive momentum and is on a winning track. 

My job is done" (1989 BankAmerica Annual Report, pg.2). The balance of the report 

mentions efficiency and operational effectiveness only in terms of keeping BankAmerica 

competitive or in serving its customers better—not in terms of a crisis or a need to reduce 

costs for the health of the corporation. 

"Bank of America continued to refine the banking operations of its World 
Banking Group during 1989 and improved its position as an efficient, aggressive 
competitor in the rapidly evolving arena of national and international banking. Account 
officers coordinate the activities of teams of specialists within the bank who tailor highly 
complex individual transactions to meet the needs of select customers, and also manage 
BankAmerica's exposure to ensure that it is maintained at acceptable levels" (1989 
BankAmerica Annual Report, pg. 13). 

Organizational Realignment 

BjmkAmerica's organizational realignment was also deemed complete for this 

report. Clausen did use about half of his shareholder letter to list the names of the 
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corporation's principal managers, but this was more an assurance that actions would 

continue along the course already set rather than discussion of a realignment. 

"BankAmerica will be in extremely able hands as it works its way through the 

opportunities of the nineties" (1989 BankAmerica Annual Report, pg. 3). 

The bank's general strategic goals continued to include a charge to improve 

domestic services and customer service but additional goals to compete on a global basis 

were included as follows: 

"...to continue to be the premier provider of retail and wholesale banking services 
in the western United States, and to be a top-tier international wholesale bank supplying 
specialized financial products and services to corporations, government agencies, and 
financial institutions through its existing and highly competitive global network" (1989 
BankAmerica Annual Report, pg. 5). 

The concentration on reestablishing the bank's consumer, middle, and small 

business market strength in the western United States (most specifically California) 

continued, as did its efforts to maintain a global presence. 

"California has more small businesses than any other state. To serve this 
important market segment. Bank of American has reorganized it commercial banking 
operations, dedicating 14 offices throughout California to serving companies with credit 
needs ranging from $500,000 to $2 million...Bank of America increased its marketing 
efforts to mid-sized corporate clients in California with the creation of a specialized 
statewide task force. The bank also enhanced the service it provides to these middle 
market companies by centralizing all commercial loan processing activities" (1989 
BankAmerica Annual Report, pg. 10 & 13). 

Although its emphasis on its global operations was more explicit than it had been 

earlier and its commitment to individuals was less pronounced, most of its programs 

continued. These programs included employee training, operational technological 

advances, expanded service hours, twenty-four hour toll fi-ee customer service, additional 

types of account and loan offerings, and providing multi-lingual service representatives in 
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California's immigrant neighborhoods. Since success had been declared, there was little 

need to realign its efforts. 

Language Reflecting Typical Corporate or University E.xpectations 

As would be expected, the use of language continued to meet the expectations for 

language used in the corporate world. One note of interest, although the previous annual 

reports had clearly indicated that external economic conditions led to the corporation's 

tmancial woes, this report made no mention of the external envirorunent except to say 

that it was "competitive." The corporation's recovery was, of course, totally due to 

internal hard work and determination: 

"Managers, of course, succeed on the basis of the quality and performance of their 
team. The results we have achieved throughout the recovery and in this record year of 
1989 are the product of the hard work, sensitivity to our customers, attention to detail, 
and unwavering determination of BankAmericans everywhere" (1989 BankAmerica 
Aimual Report, pg. 3). 

Financial Overview: Entire Restructuring Period 

The restructuring efforts of BankAmerica were successful in financial terms. Its 

net income went from a negative $337 million in 1985 to just over $ I billion in 1989 with 

shareholder equity raising about $1 billion over that same period of time (from $4.5 

billion to $5.5 billion). Although it trimmed its operating expenses, largely through 

employee layoffs (the number of employees dropped from 83,299 to 63.075, about 24% 

but when figured as full-time equivalent employees the number actually dropped about 

30% from 78.067 to 54.779), these expenses remained a much higher proportion of sales 

than those incurred by other banks (Johnston, 1990). In the corporate sense, the 

restructuring effort was successful in that its financial situation improved (the 
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unrecoverable foreign loans had been written off so that the corporation's balance sheet 

reflected an improved picture), while it reestablished ties to its California customer base 

that had been largely ignored during the early 1980s. The resurgence of world-wide 

economic strength in the late 1980s was also very valuable in providing BankAmerica the 

ability to reverse its financial misfortunes. 

Conclusion 

BankAmerica weathered some major financial difficulties during the middle and 

end of the 1980's. Many of these were brought to light as a result of external economic 

pressures but as both Hector (1988) and Johnston (1990) indicate, the major problems 

had been developing for a number of years and would probably have surfaced sooner or 

later. Although both of these authors indicated that A. W. Clausen, as a result of his 

actions in the late 1970's. set the stage for the financial problems, he was brought back to 

lead the bank out of trouble. The method for restructuring—reemphasizing basic market 

strengths, cutting costs, and finding more productive ways of operating were to be 

expected. Although A. W. Clausen took pride in declaring victory. Hector (1988) felt the 

positive results were mostly due to writing off bad debt and the strengthening domestic 

loan market, not true organizational change. 

"One of the most disturbing conclusions others have drawn from BankAmerica's 
fall is. in effect, that management does not matter much in banking, this it is luck, 
geography, and size that determine a company's fate, not the intelligence and foresight of 
its leaders" (Hector, 1988, pg. 351). 

Hector also reminds us that deep wounds are not easily healed and that those who 

pay the dearest price are often the most invisible: 
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"There were black hats at BankAmerica. men who sat idle for too long at the 
highest levels of one of the nation's best-known companies, men who accepted large 
salaries and tremendous responsibility for running a corporation and failed in their duties. 
They have gone on to other high-paying posts or retired with generous benefits. The 
people who paid most dearly for these mistakes are the shareholders and employees of 
BankAmerica who lost their income, jobs. and. in many cases, their pride. Those losses 
cannot be regained" (Hector. 1988. pg. 351). 

THE UNIVERSITY OF MINNESOTA 
Through Adversity Toward the Stars 

The University of Minnesota is comprised of four campuses and ranks among the 

top 20 universities in the United States (University of Minnesota Facts. WebPage, 

Updated June. 19. 1996). Nils Hasselmo was its president during the entire period 

covered by this analysis. He was named president late in 1988. presented his inaugural 

address in October of 1989, and offered his resignation late in 1996. President Hasselmo 

was a Swedish immigrant whose area of study was language and linguistics. He taught 

his first university class at the University of Minnesota in 1965 (1989 Presidential 

Inaugural Address) After a successful scholarly and administrative career. Hasselmo 

returned to lead the University of Minnesota. 

The products, services, and ultimate goal of business organizations (to make a 

profit) tend to be apparent and easily measured by the shareholders, the public, and 

corporate employees and CEOs discuss financial results specifically in quarterly and 

armual reports. While most people see a university as a place to acquire more education 

or obtain a degree, the extent to which the organization is effective is less easily 

measured, as are the various complex activities that contribute to education or degree, 

especially in a research institution. In addition, university presidents tend to speak of 

results in vague terms, even when it might be possible to be more specific. Common 
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measures include research ranking, student persistence, graduation rates, and student 

SAT scores, but these measures can only provide disjointed pieces of an institution's 

effectiveness and do little to measure either student or research outcomes. For this 

reason, it was helpfiil to review the university's own mission statement and use that as an 

anal>tical guide for the study of its restructuring plan. Minnesota's mission statement as 

presented on its 1996 network home page read as follows. 

"The University of Minnesota, founded in the belief that all people are enriched 
by understanding, is dedicated to the advancement of learning and the search for truth: 
to the sharing of this knowledge through education for a diverse community; and to the 
application of this knowledge to benefit the people of the state, the nation, zmd the 
world. The University's mission, carried our on multiple campuses and throughout the 
state, is threefold: 
• Research and Discovery—Generate and preserve knowledge, understanding, and 

creativity by conducting high-quality research, scholarship, and artistic activity that 
benefit students, scholars, and commimities across the state, the nation, and the 
world. 

• Teaching and Learning—Share that knowledge, understanding, and creativity by 
providing a broad range of educational programs in a strong and diverse community 
of learners and teachers, and prepare graduate, professional, and undergraduate 
students, as well as non-degree-seeking students interested in continuing education 
and lifelong learning, for active roles in a multiracial and multicultural world. 

• Outreach and Public Service—Extend, apply, and e.xchange knowledge between 
the University and society by applying scholarly expertise to community problems, 
by helping organizations and individuals respond to their changing environments, 
and by making the knowledge and resources created and preserved at the University 
accessible to the citizens of the state, the nation, and the world. 
In all of its activities, the University strives to sustain an open exchange of ideas in 

an environment that embodies the values of academic freedom, responsibility, integrity, 
and cooperation: that provides an atmosphere of mutual respect, free from racism. 
sexism, and other forms of prejudice and intolerance: that assists individuals. 
institutions, and communities in responding to a continuously changing world: that is 
conscious of and responsive to the needs of the many communities it is committed to 
serving: that creates and supports partnerships within the University, with other 
educational systems and institutions, and with communities to achieve common goals: 
and that inspires, sets high expectations for. and empowers the individuals within its 
community" (1996 University of Minnesota WebSite. Fact Page. pg. 2). 
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While this mission statement was quite long, as mission statements go, it 

encompassed a statement of beliefs and values that informed the university's decisions 

throughout the period of restructuring. 

1989- 1990 

The materials analyzed for this section include Hasselmo's first official 

communication with the campus, his October. 1989 inaugural address; his 1990 State of 

the University Address delivered early in October: and a speech, delivered just one week 

later, entitled "The Silent Crisis in Minnesota's Higher Education." These three 

presentations were analyzed together because combined, they provided a clear picture of 

the challenges facing the university during that time and Hasselmo's strategy for 

meeting those challenges. 

Evoking an Emotional Response 

Universities depend on the public for their funding. Whether through its 

legislative representatives, or through securing grants and contracts from the Federal 

Government, private corporations, and foundations, or through obtaining increases in 

tuition, persuasion plays an important role in assuring a continued flow of funds. 

Appealing to varied constituencies is not always easy, but is necessar\' in bolstering the 

level of community support required to be successfijl. 

Hasselmo reminded Minnesota's citizenry (both addresses cited below were 

crafted for state-wide audiences with various interests in the university) that throughout 

the years, they have taken pride in their ability to survive harsh circumstances and have 

placed a high value on education. 
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"We are here to enjoy our sense of community, a community of scholarship and 
learning that spans the generations" (1989 Presidential Inaugural Address). "It is an 
exciting and challenging place, one where hard-working people who live by their wits 
can live well. The key is living by our wits. The opportimities offered by the region must 
be grasped and reshaped, and this requires people with ready minds. Minnesota has long 
recognized this, and has an enviable record of support for education" (1990 Address "The 
Silent Crisis in Minnesota's Higher Education"). 

This appeal, crafted for the state's entire population and evoking to the state's 

tradition of educational support and sacrifice, served a dual purpose. First, it summoned 

emotional support by reminding people that a decision to reduce financial support would 

break with long-standing tradition. Second, it reminded people that they had been willing 

to sacrifice in the past and. by implication, would be asked to sacrifice for education 

again in the future. The emotional appeals were strengthened through the use of short 

anecdotes and e.xamples. 

"Mirmesotans are willing to make sacrifices to support higher education. In 1988-
89. the people of this state ranked 6''' in the nation in per capita expenditures on 
education. Our young (and older) people also take advantage of what we offer more 
avidly than in other states. An astounding 87 percent of Minnesota high school graduates 
enter a post-secondary institution within five years of their graduation from high school" 
(1990 Address. "The Silent Crisis in Minnesota's Higher Education."). 

The third major address delivered during this time period was tailored for those 

directly involved with the university (Regents, faculty, staff, and students). The 

emotional appeal was presented in the form of "an apparent paradox." Hasselmo offered 

praise or pride in accomplishment and directly offset each of these laudatory statements 

or sections with a presentation of daunting challenges that could hamper fiiture 

achievement. 

"We are a strong University with a great future—and yet we must face up to 
dramatic change, to hard choices. I've asked you here in order to raise your spirits—and 
yet talk about reallocation through consolidation, curtailment, and perhaps elimination of 
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programs. I've asked you here to inspire you to continued efforts, to individual initiative, 
to entrepreneurship. to renewed faith in this institution and the potential of this 
University—and at the same time. I have to do that in the face of instructions from the 
State not to ask for any more money. I do want you to walk out of here energized, ready 
to tackle tomorrow's problems, convinced that this is a great University with an 
enormously important role to play in the future of this State, this nation, and—yes—this 
world. But I also want you walk out of here with fiill awareness of the challenges we 
face, and with fiill awareness of the inescapable necessity of dramatic change" (1990 
State of the University Address: "State of the University: 1990 And Beyond"). 

The preceding statements were introductory, but the address continued with an 

entire section devoted to institutional accomplishments, followed by sections indicating 

the need for "dramatic change." and concluded with Hasselmo's vision for the university. 

The main thrust was that change was being mandated from outside the institution and 

thus "inescapable." The final statement of the address left the audience with a memorable 

and inspirational motto: "Through adversity toward the stars." 

The emotional appeal to the direct university community was important because 

during the 1989 - 1991 biennium. the institution reallocated just over $24.3 million to 

address problems such as physical plant inefficiency, large class size, substandard 

classrooms, inadequate equipment, student advising, course access, and the two colleges 

that served the largest number of students and were the most underfunded (Institute of 

Technology and College of Liberal Arts). While Hasselmo praised the university 

community for addressing the problems areas through reallocation, he realized that the 

continued limitation of state fiinding would require even more institutional sacrifice: 

"Because we can educate only so many students with quality within the resources 

available." He also knew that achieving the "dramatic changes" required could only be 
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accomplished with the aid of those working and studying within the university 

community. 

Advocating Change in Government Policies and Procedures 

While Hasselmo did not speak directly about a lobbying effort in his inaugural 

address (1989). he did include a discussion of how the university's research efforts 

benefited the state. He spoke of state funding as an investment and discussed the returns 

on this investment. 

"To have these capabilities, the state must invest in intellectual talent...The 
returns on the investment in this access to excellence in research are enormously valuable 
to this state. The return in cash alone is impressive. Last year the faculty of the University 
of Minnesota, through individual entrepreneurship, brought in over $200 million in 
sponsored research funding...They translate, depending on the formula used, into at least 
4.600 to 5.600 jobs. 60 percent of them outside the university. They translate into one 
billion dollars worth of economic activity. That is a substantial return on the state's 
investment of tax dollars in the University, now amounting to less than one-third of the 
university's total budget" (1989 Hasselmo Inaugural Address). 

There is little doubt that this message of return on investment was directed at both 

the voters and the legislature. The rhetoric was too laden with business type rhetoric to 

have been directed at the institution. This statement was not strong enough, however, to 

stave off another two years of state funding stagnation. Hasselmo's 1990 message to the 

direct university community could not have made this more clear. ...the Department of 

Finance has instructed us not to ask for any new money for the next biennium. but simply 

to justify what we now have" (1990 State of the University Speech). Hasselmo put a ver\-

positive spin on this announcement. He emphasized the funding per student over the 

previous five years (1985-1990) had increased from $6,630 to $7,162 in constant dollars. 

This indicated that Hasselmo. at least at this point in time, was more ready to accept the 
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legislature's mandate than to fight it. This acceptance showed in the following: "We must 

make hard choices, show that we know what we're about and can manage accordingly, 

and then go to the Legislature with well-prepared, selective cases for additional funding" 

(1990 State of the University Address). 

A look at Hasseimo's address one week later, directed to the state at large, 

indicated that while he was urging the university community to pull together and show 

the legislature that it had the institutional will to reallocate in order to effect necessary 

improvements, he was warning the state's citizens that the university was falling behind 

its national competition. 

"Our expenditure per student is actually 12 percent below the national average: 
we ranked 41^' in the nation in 1988-89. down from a rank of 22"*^ in 1984-85. This is the 
silent crisis of higher education in Minnesota: noble aspirations to provide educational 
opportunities that are undermined by having to spread the money too thinly" (1990 
Hasselmo Address: "The Silent Crisis in Minnesota's Higher Education"). 

Hasseimo's approach was that of advocating a change in state funding policy 

when talking to the voters while urging the university community to do its best with the 

allotment provided. This was probably a smart strategy as well as an approach often used 

by university presidents. After all. the ones with the ability to affect funding policy most 

directly are the voters and their legislators. His job with the university's internal 

constituents was to ensure that they focused on the difficult decisions surrounding 

reallocation and programmatic change. This commitment to the internal university 

community was expressed in his 1989 inaugural: "Presidents don't make universities 

great: university communities do." 
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Financial Exigency 

The discussion of financial exigency flowed naturally from the issues of advocacy 

for improved state flinding and proving the university's commitment to improvement 

mentioned in the previous section. President Hasselmo's initial mention of the financial 

issues facing the university came during his inaugural address: "...given limitations on 

our resources, we must make choices for the University of Minnesota that reflect our 

unique, or at least special, contributions to the state, within the broader system of higher 

education" (1989 Inaugural Address). With the 1990 State of the University address. 

Hasselmo directly addressed the issue of finances. 

"What are the resource prospects for the coming biennium? The State expects to 
have about one billion dollars available for increased spending...But the "tails." the 
decisions that were already made by past legislatures, are expected to eat up that entire 
amount... Reallocation will be a way of life for the next several years, as it has been 
during the past several years...The reallocations must be programmatic, not only in 
where we reallocate to. but also in where we reallocate from. This has been a weakness in 
the reallocations of the past tvvo years. Although we have taken a few hundred thousand 
dollars away from units uith declining enrollments, the great bulk of the money has come 
from the 2 percent across-the-board reallocation imposed. The intent was to get those 
funds through programmatic changes in the various colleges. It didn't happen that way. 
Too much came from the thinning out of already strained budgets for travel, supplies, 
equipment, and teaching assistants" (1990 State of the University Address). 

This section indicated to the university community the need to make difficult 

choices, and Hasselmo's commitment that those choices be based on programs. Like the 

rhetoric found in many for-profit organizations, the condition of financial exigency was 

attributed to forces and or decisions made outside the direct university community. 

despite the best efforts of those involved. Hasselmo emphasized that the university had 

"made headway in ftinding our highest priorities" (1990 State of the University Address). 

This recognition of institutional efforts eased the sting associated with Hasselmo's 
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level of resources needed. 

The discussion of financial exigency for the state corrununity in the "Silent Crisis" 

address also placed a portion of the problem external to the state. The president noted that 

federal resources also were being cut. This served to highlight the state fijnding situation 

as even more critical to reversing the "crisis" in education. President Hasselmo's thrust to 

the state's citizens was to emphasize that the funds being appropriated to and won by the 

university were being used to promote effectiveness, efficiency, and quality. 

"There are three major areas that 1 believe deserve special attention. In each area 
we must strive for greater effectiveness. This means giving the state and nation more for 
the resources invested...What 1 have to say is based on a fundamental assumption: We 
want a quality product. We want quality teaching, quality research, and quality public 
service and outreach...Improved efficiency within programs or services is not a choice 
but an imperative" (The Silent Crisis in Minnesota's Higher Education. 1990). 

Hasselmo did caution that the combination of quality, efficiency, and 

effectiveness would result in sacrifice: "The choices we face as an institution will involve 

consolidation, curtailment, or elimination of some programs or services, because other 

institutions can provide those programs or services, or because we decide we can. and 

must, do without them" (The Silent Crisis in Minnesota's Higher Education). The 

emphasis on effectiveness and efficiency, along with the definition of effectiveness 

referring to return on investment, emphasized for the citizenry that the university would 

use its flinds judiciously and. without saying so directly, in a business-like way. 

Organizational Realignment 

President Hasselmo's inaugural marked the beginning of an institutional 

realignment for the University of Minnesota. While the president stressed the importance 
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of renewal, he noted that this particular renewal would come in the form of restructuring. 

As would be expected of an inaugural, the discussion of restructuring was presented in 

very general terms. 

"In this university, too. we face the question of "restructuring." A decade of 
academic planning has laid the foimdation for the renewal of this institution within the 
framework of its land-grant mission... Locally, nationally, globally, the "restructuring" we 
face take many forms. It involves political, economic, and social change"" (1989 
Presidential Inaugural Address). 

Additional indications of how this restructuring could reshape or change the 

university were not specified in the inaugural. The 1990 State of the University address 

discussed reallocations. The initial reallocations, however, served to improve rather than 

realign the organization. No mention was made of from where the money for these 

improvements was reallocated, but later in the address, the president indicated that the 

reallocations must be programmatic and must address not only to where the money is 

reallocated but also from where it is reallocated. Within his definition of ""programmatic."" 

the president indicated the types of programs where spending should be reduced but did 

not specifically mention any programs. 

•"1 mean that we will simply have to do things more efficiently through 
reorganization or consolidation of programs or stop doing certain things, curtail or 
eliminate programs. The programs can range from under-enrolled majors to research 
centers lacking sufficient outside support, from the strictly academic to the ser\'ice-
oriented"' (1990 State of the University Address). 

Even the charge from the Board of Regents was very general: 

•"That the Board of Regents supports fiirther reallocation of resources in order to 
augment the capacity of the University to achieve improvements in diversity and the 
quality of the undergraduate experience, the reordering of academic priorities, the 
provision of equitable and competitive compensation for faculty and staff, and strongly 
urges that collegiate unit reallocation strategies result in programmatic adjustments. 
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including greater efficiency in offering existing programs as well as actual program 
reduction" (1990 State of the University Address). 

While a few specific needs and improvements were mentioned, no balancing 

mention of specific activities to be eliminated was made. This discussion of the need to 

change without listing the specific changes required sets the university apart from the 

businesses analyzed. Each of those organizations made very clear statements about how 

their restructuring efforts would be achieved and then carried out those changes. 

The "Silent Crisis" address directed toward the state's citizenry just one week 

after the university address, not surprisingly, was no more detailed in realignment or 

restructuring plans except to detail areas in which improvement was needed and to 

emphasize that any changes were to meet the criteria of efficiency, effectiveness, and 

quality. (Note: During March of 1991. it was announced that the small [a few hundred] 

campus at Waseca would be closed due to inability to maintain the enrollment needed to 

be cost-effective—the switchboard was finally closed during December of 1992.) While 

"painful decisions" were mentioned, the only direct mention of this event in the materials 

I reviewed was in a summary of Hasselmo's presidential tenure in Kiosk during June, 

1997.) 

Language Reflecting Tvpical Corporate or University Expectations 

The overall tone of each of the three addresses analyzed was definitely collegial. 

While President Hasselmo did use terms such as "restructuring," "effectiveness." 

"efficiency,"' "quality," and "accountability," terms normally associated with corporate 

language (and more specifically the language of total quality management), the appeal 
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was within the expectations of the university environment. The values of responsibility 

and collaboration came through ver\' clearly. 

"But, this statement of our local responsibility is now. by necessity, being 
changed to 'for the people of this nation, and this world.' This is not because our local 
responsibilities have lessened, but because they have become indistinguishable from our 
global responsibilities...The university will seek to be, in every respect, a community of 
students, faculty, and civil service staff working toward common goals. Openness and 
respect for differing views will characterize the administration and governance of the 
university'" (Presidential Inaugural Address. 1989). 

The value of collaboration was implied by the lack of specific details regarding 

which programs would be affected and whether those programs would be curtailed, 

consolidated or eliminated. President Hasselmo indicated to faculty that cuts needed to be 

programmatic and not across-the-board but he did not form this in the tone of an absolute 

directive—instead he asked top level managers to "ensure" programmatic cuts. 

"The chancellors, vice presidents, and deans responsible for the various major 
units of the University will be called upon—and have already been called upon—to 
ensure that fiiture reallocations will be programmatic" (1990 State of the University 
Address). 

The use of the quotation marks around the term "restructuring," in the official 

inaugural transcript (quoted in the "Organizational Realignment" section of this analysis) 

was interesting. While this punctuation may mean nothing, it also may indicate that the 

term was foreign to the university in both use and meaning. 

1993 - 1994 

The president's communications with the campus and the citizenry at large took 

a different format during 1993 and 1994. The first of a series of strategic planning status 

reports was presented in May. 1993. The first report indicated that the University of 

Minnesota had "begun a new strategic planning effort to define and hone its mission" 
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(Strategic Planning Status Report No. 1. May 1993). This initial report explained the 

reason for strategic planning, indicated how citizens could participate in the process. 

listed issues the university should address, and provided a timeline for completion plus a 

list of steering committee members. The second of these planning reports was issued in 

September of 1993 and was the report in which the information gathered in the initial 

planning phase was summarized and synthesized. Proposals concerning a vision for 

"University 2000: The University of Minnesota for the 21^' Century." plus a mission, 

and general plan for the university were outlined also. The final portion of this second 

report outlined additional plans to get input from those constituents external to the 

institution. The short planning status report number 3 issued in October. 1993 discussed 

the committee's proposal and described about what the university regents would vote 

and. shortly after the regents approval vote in January of 1994. an interim report 

providing the official language of the approved proposal was issued. During April of 

1994. an executive summary from the steering committee discussed the process that was 

used to elicit information from various state-wide interest groups and also presented a 

summary of the findings. Finally, status report number 4 was published in May. 1994. 

This final report outlined proposed performance measures, plans for the university 

college, and funding. Although President Hasselmo did discuss this planning effort for 

faculty and staff from time to time in the University newspaper, the planning reports 

analyzed in this section were prepared under the supervision of the steering committee 

comprised of the provost, two departmental chairs (plant biology, and information and 

decisions sciences), one dean (College of Liberal Arts), three high level administrators 
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(senior vice president for finance and operations, vice president and dean of the 

Graduate College, and universitj' treasurer) and the director of the Center for Urban and 

Regional Affairs. 

Evoking an Emotional Response 

Any attempt to evoke an emotional response was gone from this series of reports 

and from the president's comments concerning the Universitv 2000 initiative, its process, 

and outcomes. These reports were structured using bulleted points and short paragraphs 

and seemed intended to inform rather than to persuade. 

Advocating Change in Government Policies and Procedures 

There was no advocacy for change in goverrunent policies and procedures in these 

reports. A November. 1993 report (this report was labeled as a revised draft when 

distributed, but I could find no later draft in the public domain) detailing financial issues 

surrounding Universitv 2000 asked for public and institutional input on what a state-

support financial strategy should include. The following examples of critical questions 

for the institution to answer (with the public's help) before framing this strategy, were 

presented: 

"—What level of state support is appropriate? 
—How should state support be determined? 
--Should state support be linked to specific accomplishments rather than to a level 

of enrollment? 
—What should the state support?" (University 2000. Institutional Strategic 

Financial Issues, Revised Draft. November 1993) 

Perhaps at some point, this information would be used by the university to 

advocate for change in governmental funding policy, but later reports during this period 

did not discuss this eventuality. 
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Financial Exigency 

Although it may be assumed that the financial issues facing the University of 

Minnesota and outlined in the section covering communication for the 1989-1990 period, 

continued to present problems for the institution. And while there were many instances 

where the need to change or the need to be more efficient were mentioned, the only 

additional discussion of constrained resources presented during this portion of the 

initiative was contained within the background statement of the first status report. "Now. 

enrollment demands have changed and growth in fiinding is no longer a given." The 

financial issues report presented longitudinal data in a very factual way. but did not 

discuss financial exigency directly. This report listed total tax revenue from 1984 and the 

percent allocated to higher education in each year; the percentage of personal income 

required for higher education in each year; the tuition revenue and percent change for 

each year; federal support for Minnesota higher education in each year; income realized 

by University of Minnesota auxiliary units; and a comparison of faculty compensation 

levels at Minnesota and the 30 top research universities. Readers were left to form their 

own conclusions. 

Organizational Realignment 

Planning report number one listed five needs of the university in responding to the 

challenges facing higher education. Two of these four needs mentioned organizational 

realignment in a general way: "—a vision that succeeds the current Restructuring and 

Reallocation Plan; —an effective and efficient organizational structure" (Strategic 

Plarming Status Report No. 1. May 1993). The combination of these two needs indicated 
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that although restructuring and reallocation would change from those efforts that had 

been undertaken previously, a revised structure was still importcint. The list of questions 

for the universit>'"s constituents provided later in the first status report indicated that the 

main realignment concerns at this point in time, were program related. These questions 

were concerned with which programs should be continued, which constituent populations 

needed to be served, which degrees should be offered, and which campuses should 

provide these various offerings. 

The "University 2000" report, which outlined the main thrust of the university's 

planning efforts, used the word "restructuring" only in relation to its change of thrust at 

the Twin Cities (main) campus. 

"—We will restructure the Twin Cities campus to focus on two roles in order to 
serve our students better. 

--The University of Minnesota, Twin Cities, will be the research university 
offering world-class educational experiences. 

—University College will be a partnering effort to serve a broad range of students 
with applied and continuing education, leveraging the unique resources of the 
University" (University 2000: The University of Minnesota for the 2r' Centurv ). 

The restructuring of research programs at the University of Minnesota, Twin Cities 

(UMTC) involved focusing the institution's research efforts: 

"...on the best and most promising areas; ...within clusters of related disciplines; 
...(to) ensure that top-ranked disciplines maintain or improve their rankings: ...(to) 
strengthen selected key research disciplines: ...invest in areas of emerging research 
needs: ...get smaller" (University 2000: The University of Minnesota for the 2r' 
Century). 

No specific disciplines were mentioned in this plan. The university proposed that it 

should make sure that at least one discipline be ranked in the top ten of the Association of 

American Universities (AAU) and that at least thirty percent of the disciplines be in the 
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top twenty of the AAU. The section that discussed getting smaller in the research area 

mentioned that activities should be reduced in "nonessential, weak-quality, and 

noncontributing disciplines" (University 2000; The University of Minnesota for the 21'^' 

Century). 

The focus on a University College and undergraduate education sprang from 

Minnesota's ranking at the bottom of the Big Ten schools in both retention to the second 

year and in the six year graduation rate. Therefore, the University College concept was 

designed to help improve these rates. Along with the rate problem, UMTC described a felt 

need to partner with businesses to: "Tlay a leadership role in developing the best work 

force for Minnesota." To aid in achieving this goal, the institution proposed to increase the 

number of students (freshmen and sophomores) served in the University College from 

7,750 full-year equivalent (FYE) to 10.000. The full outline of the proposals for the 

University College spelled out quite specifically that the university actively would be 

recruiting and admitting students of higher quality and that would meet higher admission 

standards, while also emphasizing "career oriented" programs. 

The end of the "University 2000" proposal indicated that both the concepts for the 

University College and the restructuring of the research programs would require 

refinement as the strategic planning process progressed. "University 2000 Status Report 

4" issued in May of 1994 (9 months after the "University 2000" initial proposal) was the 

next report in which the evolution of the University College concept and additional 

clarification of plans were offered. No additional mention of the progress on or proposal 

for research programs was made. 
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Along with statements indicating that the institution desired to be more accessible 

to students and more responsive to student, business, and community educational needs, 

this status report indicated a significant broadening of educational services for students 

enrolled in the University College. In collaboration with the other university campuses as 

well as other educational institutions (public, private, and for-profit), the university 

declared its intent to: "...operate partnership-degree, certificate, and non-degree 

programs... (as well as traditional preparation for academic degree programs), assess the 

needs of the community, employers, and the work force.... work with other educational 

systems to develop appropriate partnership programs.... use distance-learning and 

information technologies to help meet the needs of students..." (University 2000 Status 

Report 4). The addition of the certificates and non-degree programs signaled a significant 

change in the university's definition of its educational role, particularly on the Twin Cities 

campus. The reason for this change in overall thrjst was found in a section of the report 

that discussed how university thinking on the University College had changed. The 

institution indicated that the University College formerly had been considered a UMTC 

endeavor and was now being thought of as a system-wide project; and that there was now 

a recognition that day and evening students shared more similarities than differences. By 

considering University College a system-wide project, the missions of the various 

campuses were now being considered when planning programs for. and admitting students 

to the University College. The Crookston campus was defined in the "University 2000" 

proposal as being a campus that provided "career-oriented education, primarily in 

technical disciplines." The inclusion of this campus in the proposal meant that many 
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activities not normally related to the delivery of education at a major research university 

would now be a part of its strategic plan. This broader inclusion of the campuses (along 

with the roles already discussed for UMTC and Crookston, Duluth was designated as the 

comprehensive regional university. Morris as the undergraduate liberal arts campus, and 

Rochester University Center as a "collaborative effort of offer an increasing number of 

specialized graduate programs and select undergraduate programs") allowed the universit\' 

to announce a plan that covered a broad range of student and program types without 

making massive changes to specific campuses. Therefore, the university's announced 

realignment was really just a new way of talking about the programs already being offered 

system-wide. It should also be noted that along with very different program missions for 

the various campuses, these campuses had very different levels of student population 

(Duluth. 9.700: Crookston. 1.350; Morris. 2.100; Twin Cities. 55.700; and Rochester. 200) 

and therefore faced different challenges long before the 1993-94 strategic planning 

process began. 

Language Reflecting Tvpical Corporate or Universitv Expectations 

The reports of 1993 and 1994 were distinctive in that they contained very little 

collegial language. These reports were intended to inform the public both about the 

strategic planning process and solicit their participation in that process. The level of 

discussion about the process itself was. however, indicative of the university 

administrator language predicted by Hollingsworth and Boone (1990). Given the decision 

of the state legislature to maintain the university's two-year funding level without 

addition, the university's discussion of its strategic plan in terms of effectiveness. 
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efficiency, customers, and accountability was not surprising. In addition, the bulk of these 

reports were written by members of the steering committee, not President Hasselmo 

alone, so the rhetoric reflected those additional voices and views. Within the key points 

of the President's vision, presented in the "University 2000" proposal a number of 

particularly businesslike expressions were used. 

"The University will be the 'University in the Community" for the state. 
leveraging its unique resources... We will restructure the Twin Cities campus to focus on 
two roles in order to serve our students better... We will make the University much more 
user-friendly and responsive of all our "customers" (University 2000: The University of 
Minnesota for the 21^' Century). 

The elements of the vision expressed above not only used businesslike terms but 

with the overall usage provided the reader with a view of the university different than that 

presented in 1989 and 1990. The concept of leveraging resources refers to using the 

power of the institution's resources to their greatest effectiveness. Expressing the use of 

resources with this term suggested a hierarchical relationship meant to achieve 

productivity rather than a collegial relationship meant to achieve and enhance knowledge. 

The discussion of restructuring in the prior section suggested to this researcher that the 

term restructuring actually meant less in terms of real change for the university than the 

liberal use of the term probably suggested to most readers. And finally, the vision 

introduced the reader to the concept of customers. The vision referred to all of the 

university's customers but did not define further, in that section, who these customers 

were. 

The mission and values section of the "University 2000" proposal indicated that 

the university's mission was "to leam. to teach, and to serve." The three sections 



144 

clarifying this mission continued to use the customer approach to describe students and 

other university constituents. The section on learning indicated that the university would 

"recruit, promote, and retain exceptional scholars." The section that discussed teaching 

said that the university would "ensure that students have wide opportunities to define and 

achieve their educational goals." and would "provide students with the finest teaching 

resources available." These references to students placed students in a consumer role 

rather than the more traditional approach of assuming that the institution is most 

knowledgeable in determining what elements comprise a good education. While the word 

customer or consumer was not always used explicitly, the use of the terms "recruit" and 

"promote" implied a competitive market in which the university needed to compete to 

win students rather than the university sitting back, receiving many more applications 

than available positions screening for the students they wished to serve. In striving to 

ensure that students reach their goals the university seemed to be saying that the students 

were now equal partners in determining what comprised a good education. By stating that 

the institution would provide students with the finest teaching resources possible, the 

university put a market-type spin on the concept of high quality teaching. Professors were 

now "teaching resources" that the customer might use rather than the more traditional 

concept of professors as learned mentors there to assure that students attained the proper 

path to knowledge. The student as customer concept was reinforced throughout the 

proposal in ways such as the term "user-friendly" being used repeatedly and the emphasis 

on "career-oriented programs." 
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Perhaps the most explicit use of business-like language in this series of reports 

came in a section that suggested questions that constituents might help the university 

answer: "Is this area cost-effective? Can it become more cost-effective? Could quality 

and level of service be maintained while downsizing?" (University 2000: The University 

of Mirmesota for the 2r' Century). These suggestions invited the public to view the 

university as a business trying to solve businesslike problems in businesslike ways. 

1995- 1996 

The rhetoric of 1995 and 1996 was best characterized as a blend between the 

overt business style of 1993 and 1994 and the more traditionally collegial of the earliest 

days of this restructuring period under President Hasselmo. The President used many of 

his articles in the faculty and staff newspaper to address restructuring issues. Additional 

communication on the topic came in the form of two "State of the University" addresses 

delivered in November. 1995 and October. 1996. in a faculty committee report entitled 

"Statement on the Profile of the University of Minnesota." and in a massive offering 

dated September 6. 1996, and entitled. "Overview of the U2000 Critical Measures." 

In May of 1995. President Hasslemo introduced a new administrative structure to 

the university community through his column in the faculty/staff newspaper. Kiosk. 

Even though the first branch campus of the University of Minnesota was established in 

1947 and several other branches were added over the years, through that entire time 

period, the administrative structure for the Twin Cities (main) campus served both 

campus responsibilities and system-wide responsibilities. Hasselmo described the 

administrative situation as: "...the paradox of highly decentralized decision-making in a 
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highly centralized administrative structure" (Kiosk May 8, 1995). The President's 

solution to this paradox was to name three provosts for the Twin Cities campus bringing 

"campus academic leadership closer to the colleges, faculty, and staff (Kiosk #2. May 

8. 1995). These provosts were named to lead Health Sciences. Professional Studies, and 

Arts. Sciences, and Engineering. The chancellors of the branch campuses were also 

allowed to demonstrate more administrative autonomy. 

During this time period, the university also experienced an aggressive assault on 

the tenure system that took the state well over a year to resolve (tenure remained intact). 

Although a change in the tenure system could have sparked programmatic and structural 

changes through the ability to more easily terminate professors (and may have been 

suggested to do just that), the rhetoric surrounding tenure was distinct and separate from 

the public discussions of restructuring. Because of this separateness. the documents 

related to the tenure issue seemed to complicate rather than inform the restructuring 

rhetoric and therefore, were not included in this analysis. 

Finally, at the regents" meeting in July of 1995. President Hasselmo accepted a 

two year contract, indicated that it would be his last, and thanlced the regents for "the 

opportunity to complete the development of U2000 and lay a sound foundation for the 

future development of this University" ("President's Column." Kiosk. August 14. 1995). 

Evoking an Emotional Response 

The bulk of President Hasselmo's 1995 "State of the University" speech 

discussed the progress being made toward the achievement of U2000 goals. Toward the 

end of the presentation, however, a campus video entitled "Glimpses of Change: 
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Strengthening the Undergraduate Experience." was shown for the audience. The text of 

this video (provided with the speech on the university's web-site) indicated that a 

testimonial approach was used to emphasize how recent changes at the university 

improved the undergraduate experience there. A broad cross-section of administrators, 

faculty, and students participated in this video. The following two excerpts from students 

reflected their feelings about the institution. 

"The professor are more than accessible here. They're always available for us and 
I don't understand how they find time to help us out and do research as well. It's just 
unbelievable when you read in the paper one day that something was discovered in a 
physics lab at the University of Minnesota and then you read the name of the person who 
discovered it and you find out that's your professor who was just lecturing about two 
hours earlier in class" ( Tom Rysavy. Junior. "Glimpses of Change," Video. Produced for 
the 1995 State of the University Address.). 

"For a university of this size. I really never felt alone or at a disadvantage. I've 
made a lot of fiiends here. I've met some great professors here. I really like...I mean I 
love the University" (Stone Van Hassel. Senior. "Glimpses of Change. Video. Produced 
for the 1995 State of the University Address.). 

These and the other testimonials included in the video were used to support, on a 

more human level, the programs initiated and progress made in conjunction with the 

U2000 initiative. 

The 1996 "State of the University" address covered much of the same ground as 

the one presented in 1995. The President discussed the achievements, difficulties, and 

challenges at the university, but where the emotional content was incorporated in a video 

at the end of the 1995 address, Hasselmo discussed how the University of Minnesota 

helps all of the states citizens toward the beginning of the 1996 address. In this "cycle of 

learning" section, he discussed how the university helps those from infants through the 

elderly. 
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"Once students are on campus, the University is involved in helping them get the 
full benefit of this uniquely American form of education as they explore broadly while 
honing in on careers and lifelong interests" (1996 State of the University Address, 
October 16. 1996). 

"This cycle of learning keeps turning, of course. As the grandparents participate 
in "elder learning' their children benefit from mid-career professional development 
opportunities, and their grandchildren enjoy the excitement of residential college or 
mathematics for talented youth!" (1996 State of the University Address, October 16, 
1996) 

The 1996 passages did not seem as evocative as the video used in 1995. but the 

sections that followed this definitely were non-emotional in the discussions of measures, 

standards, students, faculty, staff, technology, facilities, and partnership with the state. 

These sections utilized terse bulleted remarks concerning needs, achievements, and 

progress toward goals. These speeches seemed meant to transmit information much more 

than to inspire. 

Neither the "Statement on the Profile" penned by the faculty group nor the nearly 

two hundred pages that presented the U2000 critical measures utilized emotion as a tool 

to persuade. 

Advocating Change in Government Policies and Procedures 

Rather than overtly advocating a change in government policies and procedures, 

these documents were designed to convince those in government, as well as the public, 

that the university was complying with demands for efficiency, effectiveness, and 

accountability. Because the institution was complying, it was indirectly suggesting that 

the state should support the efforts by providing an increase in appropriations (investing 

in higher education). As was mentioned earlier, there was an attempted assault on the 

tenure system but that was deflected through university and faculty efforts. 
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Financial Exigency 

There continued to be some discussion of financial exigency during this two-year 

period, but there were far more indirect references to the issue—particularly in statements 

that efficiency and effectiveness continued to be important in all activities. The president 

did. however, more directly discuss financial exigency in his campus newspaper column 

of June. 1995. 

"For the next biennium. almost all of the new state money is nonrecurring money 
that we cannot count on beyond the next two years. We still face a large list of recurring 
investment needs that must be met by reallocation of existing funds. The need for 
recurring investments in long-term quality improvements means that we must supplement 
the new state fiands with more money from a tough agenda of budget choices and 
reinvestments, and with more revenue from tuition than we plarmed..." (President's 
Column. Kiosk. June 5. 1995). 

The faculty group, in its university profile piece of December. 1995 also 

addressed the issue of funding. 

"The process has increasingly been bedeviled by a persistent, even deepening 
crisis: A funding base always inadequate to support the University's vast commitments 
now dwindles even further. While new sources of funding may be developed, it seems 
clear that we must also cut back our commitments, whether they are to colleges, schools, 
departments, institutes, centers, or programs within them" (Berscheid. E.; Bruininks. R.; 
Elde. R.; Goldstein. R.; Rapp. G. and Sorauf. F. Statement on the Profile of the 
Universitv of Minnesota. December 11. 1995. pg. 2). 

This profile document indicated how fully the message of financial exigency and 

the need to make cuts was at least expressed, if not fiilly embraced, by the campus. 

Organizational Realignment 

Through 1995. the general trend of university realignment continued as expressed 

in previous years, but attempts were made to be more explicit about the direction to 

which resources would be reallocated and some generalizations were made studying 
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reallocation and consolidation plans in various colleges program cuts. The one cut that 

was proposed (in 1996) and was significant was the elimination of the institution's 

General College. This college housed all students with undeclared majors and aided in 

serving both under-prepared and at-risk students. The Minnesota Board of Regents 

rejected the university's request to eliminate this college and asked for a new inquir\- into 

"how best to serve the needs of underprepared students in collaboration with all affected 

communities and other educational systems, both secondar\' and post-secondary" 

(Hasselmo. Nils. "President's Column." Kiosk. May. 1996). 

During the fall of 1995. Hasselmo also reemphasized his overall approach to the 

realignment of the university with his expression of the view that the university could be 

both a scholarly, intellectual community, and an effective institution that serves society 

by marketing knowledge and skills, "...we can meet the two aspirations of University 

2000. fulfilling the research and teaching responsibilities of a leading research university 

and serving the public through land-grant university programs 'in the 

community'"("President's Column." Kiosk. September 1 1. 1995). This vision seemed 

typical for a university in that it encompassed virtually all of the institution's activities 

but nevertheless this vision was used to guide the institution's organizational realignment 

efforts. 

In his faculty/staff newspaper column of January, 1996. President Hasselmo 

announced that: "Responsibility Center Management (RCM) will be a topic of much 

discussion in 1996" (Hasselmo. Nils. "President's Column." Kiosk. January. 1996). 

Hasselmo noted that the working group that reported on this concept had emphasized 
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that: "RCM would not be a radical change in the University of Minnesota, since many of 

the key components and practices associated with the generic concept of RCM are 

already in place and have been for some time" (Hasselmo. Nils. "President's Column." 

Kiosk. January. 1996). Hasselmo also pointed out diat this decision-making concept also 

supported his view that, "key planning and budgeting decisions are best make as close as 

possible to the real work of teaching, research, and outreach in departments, colleges, 

provostal areas, and campuses (Hasselmo. Nils. "President's Column." Kiosk. Januar\'. 

1996). Because there seemed to be common agreement that the introduction of R.CM did 

not (and would not) represent a significant realignment in current operating procedures, it 

is probable that this announcement was designed to help convince legislators and others 

that the university was using recognized and proper management practices in its decision

making process. This attempt may have been successful since the state appropriation 

announced during 1997 increased the University system's allotment by about 8% per year 

over a period of two years. 

Despite the proposal to close the General College, the discussion of consolidation 

in various professional programs, and attempts to find a way to integrate undergraduate 

biology instruction (of 1.200 faculty members involved in the biological sciences only 

10% were in the College of Biological Sciences), no major announcements of 

realignments in these areas were announced prior to President Hasselmo's departure in 

1997. 
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Language Reflecting Typical Corporate or UniversitA'- Expectations 

While the language during this period of time continued to be more ty pically 

corporate than typically collegial. the level of collegia! language during these last two full 

years of President Hasselmo's increased, especially in the president's direct 

communications with the campus through his newspaper columns. As might be expected, 

the reports providing overviews of critical measures and performance were very-

businesslike in their tone. The strongest themes in both these and the State of the 

University addresses were those of accountability and investment. This investment theme 

came as a redefinition of the costs of public higher education—if the public could view 

higher education as an investment rather than a cost, funding could rebound. The 

investment theme was dominant in the 1995 rhetoric with accountability being added in 

1996. This addition of a discussion of accountability perhaps was related to the 

uncovering of "instances of mismanagement and academic misconduct" (Hasselmo. Nils. 

"State of the University. 1996." October 16. 1996). 

"We had to invest in undergraduate programs. We made those investments—more 
than $10 million—and the return on investment has been fundamental change.... Some 
investments made in recent years are clearly paying off. but the University has not been 
able to invest the way it needs to in order to move key disciplines forward the 
U2000 agenda must be honed in order to ensure that the University invests in its most 
important programs.... The University must continue to make the kinds of strategic 
investments we have made in the past few years" (Hasselmo. Nils. "Challenge. Choice. 
Change." State of the University Address. November 16. 1995.). 

"We are well-prepared for the opportunities and challenges of the 21"' century, 
and we are providing an e.xcellent return on the public's investment.... We are and will 
be accountable for careful management and for correcting problems.... Just as we at the 
University must be accountable and make changes, the public and the Legislature must 
now make a strong investment in the University" (Hasselmo. Nils. "State of the 
University. 1996." October 16. 1996). 
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The change in the use of the term "investment" should be noted. The 1995 

rhetoric discussed the imiversity investing in programs of various types, but by 1996. the 

discussion was of the public's investment and the need for additional investment by the 

legislature. The implication was that since the university had undergone a major 

reallocation effort and had made significant improvement in targeted areas, the public 

should be more willing to reinvest its money and confidence in the institution and its 

branches—the money was not being spent (a cost) but invested with the anticipation of 

some return. While the president referred to mismanagement and misconduct, no detailed 

explanation of the specific circumstances of this misconduct was found in the (rather 

extensive) documents collected from the University of Minnesota for this period. 

In his newspaper column of July. 1996. the president discussed the external 

complaint that "universities ought to be run like a business." While this column discussed 

the structural issues of "collegial and consultative governance" as compared to a more 

"corporate" model of governance, the tone was more collegial than corporate. Hasselmo 

also reinforced the importance of maintaining and supporting, not supplanting, traditional 

collegial values. 

"The healthiest universities today, and almost certainly in the future, are 
academies in which those values, traditions, and processes are supported—not replaced— 
by the best corporate practices, adapted to the special needs and characteristics of the 
academic community" (Hasselmo. Nils. "President's Column." Kiosk, July, 1996.). 

This passage helped to illuminate President Hasselmo's approach to the whole 

question of restructuring at the University of Minnesota. He recognized the need to be 

responsive to external demands for accountability, while understanding that the unique 

nature of a university should be preserved. His collegial tone, that of being one with all of 
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the other personnel involved with the university, was expressed in a column in which he 

discussed budgetary and reallocation issues. "And. in addition to all these difficult 

programmatic and budgetary issues, we have had imposed on us..." (Hasselmo. Nils. 

"President's Column." Kiosk. Jime. 1996). The use of the phrase, "imposed on us." 

indicated that the president felt that the requirements for performance measures and the 

like went further than necesszuy. or perhaps even further than desirable, in terms of 

achieving the most effective operating mode possible. The implementation of 

responsibility centered management (RCM) and the philosophy centering decision

making authority closer to those most directly involved, also reflected a more collegial 

management style. 

Financial Overview: The Entire Restructuring Period 

For the period of this restructuring from 1993 through 1996. the level of financial 

support to the university system through state appropriations was either constant, or 

declined to a small degree. The University of Minnesota developed two strategies to deal 

with this decline in financial support: cutting programs (either selectively or across the 

board) and redoubling fund raising efforts. The fund raising efforts evidently were 

successful since university expenditures increased 11% for the period with the number of 

tenured and tenure-track faculty down 6.8% (3.182 to 2.966) and the number of students 

down 2.7% (54.213 to 52.668). For the period 1994 to 1998 (the years for which this data 

was available) pay for full professors increased 14.2%. 

During the first two years of President Hasselmo's tenure, the resources required 

to achieve stated goals and improve individual programs was achieved through targeted 
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cuts—the elimination of the Waseca campus and the elimination of some (no specific 

mention as to which) four year teacher education programs. These cuts were mentioned 

only briefly in the speeches of that era. A discussion with President Hasselmo in 1998 

revealed that in the years following the targeted cuts of 1990 and 1991. programatic cuts 

were taken across-the-board in levels of 1.5% - 2%. These cuts, which had not been 

mentioned in the speeches of the time, provided a central fund from which reallocation to 

high priority programs was made. President Hasselmo indicated that continuing to target 

entire programs for elimination was very difficult. The difficulty of making such cuts was 

echoed in the university profile statement prepared by a faculty committee (during late 

1995). 

"We have also rejected the option of providing a strategic budgetary proposal—a 
list of recommended "winners* and "losers" among the programs of the University—in 
lieu of a profile that reflects the University's fundamental character. We lack the 
necessary time and information for such an undertaking, and more important, we lack the 
authority and responsibility for it. As we shall suggest later, that is a task that must be 
undertaken by the University's administration.... Recent history at this University has 
shown, we think, that faculty groups cannot formulate and execute such a plan, however 
important it is to have their advice. The shaping of priorities and plans must be done by 
senior administrators throughout the units of the University. Theirs is the crucial role in 
the University's planning process" (Berscheid, E.; Bruininks. R.; Elde. R.; Goldstein. R.; 
Rapp. G.; Sorauf. F. ""Statement on the Profile of the University of Minnesota." 
December 11. 1995.). 

So basically, while the original pool of resources based on cuts came from a few 

programs, the bulk of the resources to be reallocated came from a pool that all programs 

contributed to. from the elimination of general wage increases for 1992 and 1994. and 

from tuition increases. Over a six-year period, the amount of dollars reallocated was $185 

million. These dollars were used to support initiatives such as improving course access, 

reducing class size, improving instruction in the largest classes, improving advising. 
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developing a new curriculum on the Crookston campus with a heavy emphasis on 

computer skills, improving facilities and making them more safe, launching several 

successful interdisciplinary centers, minority and talented student recruiting, and 

providing a focus for international education—particularly in Eastern Asia. 

President Hasselmo summarized the achievements of this period of restructuring 

and declared success in his last editorial for the campus newspaper in January of 1997. 

"We have also proven that we keep our commitments. We have reallocated ever>' 
dollar that we promised—and then some. We have aggressively pursued new revenue 
sources to ease the pressure on taxpayers and students. We have demonstrated 
accountability through management reforms, redesigned administrative and support 
services, and well-publicized performance goals and critical measures. 

For the first time in years, state revenues are healthy enough to permit serious 
discussion of meaningful, productive investments in the University. Unlike previous 
years, when the state's revenue limitations virtually prohibited thinking about increased 
investments, we now have the opportunity to be fimded on our merits" (Hasselmo. Nils. 
"Editorial." Kiosk. January. 1997.). 

UNIVERSITY OF CALIFORNIA AT LOS ANGELES 
Transforming Administration at UCLA 

The University of California at Los Angeles (UCLA) is the only one of the 

University of California campus's to rank among the nation's top ten research 

universities. Charles E. Young served as the chancellor of this campus from September of 

1968. through June of 1997. In the words of Richard Riordan. mayor of Los Angeles: 

"Twenty years from now, people will look at UCLA and say that Chancellor Chuck 

Young brought UCLA to top academic excellence, particularly in the graduate 

departments, which are the finest in the world." The restructuring initiative at UCLA was 

referred to as "transforming the administration" and its major premise was that a more 

appropriately structured administrative support system would save money and allow the 
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institution to function more efficiently and effectively. Throughout this restructuring 

initiative, the services of external consultants were employed to analyze the university's 

situation and to develop restructuring options. 

While this case targets the years 1991. 1993. and 1995. the activities and rhetoric 

overlapped years (particularly from 1993 through 1995) and was not as clearly defmed as 

in the cases discussed previously. Therefore, the 1993 discussion revolved around the 

restructuring of the professional schools and the 1995 discussion centered around the 

implementation of Responsibility Centered Management, even though this rhetoric 

overlapped years to a certain extent. 

1991 

The initial report. "Transforming Administration at UCLA." presented in 1991. 

was the culmination of an 18-month long study process (directed by external 

consultants). This report was prefaced by a letter from Chancellor Young and proposed a 

significant change in the administrative support structure of the university. While the 

chancellor indicated that campus comment about the initiative was welcome, the tone of 

the communication left little doubt that the initiative would be implemented. 

Evoking an Emotional Response 

The chancellor clearly was looking for campus-wide commitment to the proposed 

transformation. His letter reminded readers of UCLA's "humble beginnings" and lauded 

the efforts of its "faculty, staff alumni, and friends who shared a commitment to UCLA 

and a vision of the greatness this University could achieve." Young stressed his beliefs 

that UCLA would continue in its preeminent role and that the campus community would 
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understand the need to support the dramatic outhned changes. He assumed approval 

when he asked "academic and administrative leaders to discuss how these practices can 

be put into place in various departments and units," and also asked colleagues to "join me 

in preparing UCLA for the next part of its journey." Therefore, the emotion evoked was 

that of pride in the institution and commitment to its future. By engendering this pride, 

the chancellor probably hoped the desire to assure continued success for the institution 

would translate into support for the transformation initiative. 

Advocating Change in Government Policies and Procedures 

While Chancellor Young did mention the complexities in UCLA's external 

environment including changing federal and state policies and procedures, no change in 

government policies and procedures was advocated in this initiative or its presentation. 

Financial Exigencv 

Reference was made to financial exigency twice during this presentation with the 

need to be efficient mentioned three or four times but rather than a specific discussion of 

the institution's financial situation these were presented more as statements of fact. In one 

section the chancellor mentioned "the limits of its (UCLA's) resource base" being 

approached. Later in the proposal, the chancellor discussed the need to have a definitive 

link between academic programs and the resources required to support them and he 

stated: "This is especially important given the current constraints on resources." 

Organizational Realignment 

The organizational realignment outlined in this initiative centered around 

decentralizing the university's administrative and support fiinctions. The chancellor 
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asserted that the university's existing administrative infrastructure had not kept pace with 

the institution's growth and was too bureaucratic and unsophisticated to manage the 

environmental complexities of UCLA's environment adequately. The new organizational 

structure was presented in the context of three separate areas: culture, organization, and 

work environment. The beginning of each section listed the attributes of each area in 

terms of the existing environment (called bureaucratic) and the proposed vision ( referred 

to as network). The organizational realignment called for minimizing the functions 

handled by central administration and moving those activities to the schools and colleges 

(or to lower departmental levels, if appropriate). 

"Currently, central offices process the majority of routine transactions occurring 
in University business practices. Instead, the College. Schools, and departments should 
be able to expedite the vast majority of business transactions (e.g. payroll, financial, 
services) quickly and efficiently, without intermediary process by central administration 
functional offices...Under this scenario, central administration maintains responsibility 
for ensuring overall campus auditability and integrity via audit and assessment processes, 
providing functional expertise and consulting to Schools/Colleges, and performing those 
functions where economies of scale clearly point to central processing" ("Transforming 
Administration at UCLA: A Vision and Strategies for Sustaining E.xcellence in the 2P' 
Century." September. 1991.). 

The paragraph, above, represented the greatest level of specificity used in this 

document. The chancellor cautioned, in his introductory letter, that this realigrmient 

would not be easy, and the writers of the main document indicated that more study was 

required before a more specific statement of responsibilities would be provided. 

This organizational realigrunent was presented as a good way for UCLA to 

maintain its academic edge into the 2r' century. Unlike the other organizations discussed 

in this research. Chancellor Young emphasized that this organizational restructuring was 

essential for the academic health of the institution. He did not discuss external pressures 
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or the inability for the institution to do ever\thing. Instead, he focused on UCLA's 

academic prominence and how this new administrative structure would aid in providing 

schools and colleges the flexibility and control of resources required to be successftil into 

the 2r' century. 

Language Reflecting Tvpical Corporate or Universitv Expectations 

Chancellor Young and his paid consultants (who drafted the restructuring 

initiative) used many corporate management type words and concepts in the discussion of 

UCLA's administrative transformation initiative. "This will directly link administrative 

plans with the goals of instruction, research and public service, direct the development of 

lower level tactical and operational plans, and guide the allocation of resources." But. 

possibly because so much of Total Quality Management (TQM) emphasized participation 

by employees throughout all levels of the organization, the Chancellor managed to 

maintain a tone more collegial than businesslike throughout this presentation. He spoke 

of the need to develop "a shared understanding of overall UCLA directions;" of a culture 

of "unlimited growth" giving way to one of "sustainable community;" and of the 

importance—not of blindly appropriating business practices but rather of recognizing 

"where educational institutions are similar to business so that UCLA can take advantage 

of successful strategies and techniques." This careful presentation of business techniques, 

as appropriate only in certain areas of institution management, paved the way for what 

appeared to be Young's basic strategy throughout this restructuring period. He presented 

this as an initiative designed to make the administrative structure of the institution more 

efficient and effective so that the academic part of the enterprise could continue its high 
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quality work. He probably felt comfortable assuming campus-wide support because he 

was not suggesting basic changes to academic structures, decision-making, or staffing. 

He simply was suggesting that administrative staff become more knowledgeable about 

both administrative and academic support functions so that support fianctions would 

achieve greater efficiency and continuity of effort. 

1993 

While both the 1991 document concerning the initiative to transform 

administration at UCLA and the 1995 Responsibility Centered Management program 

were available on the UCLA website nearly as soon as they had been prepared, the press 

releases and statements concerning the college restructuring of 1993 were (and still are) 

only available through UCLA's office of public information. The events of 1993 were 

significant in helping to understand institutional restructuring, but it is possible that the 

cuts and consolidations of that period were events the institution preferred to put behind it 

as quickly as possible. 

The reduction in state resources to UCLA over this period of time amounted to 

20% (Lee. Linda Steiner. "News Release." June 3. 1993). The public statement summed 

up this restructuring as follows: "In a dramatic move to preserve and strengthen academic 

programs while cutting costs substantially. UCLA announced today plans to create a 

School of Public Policy and eliminate or significantly downsize five other professional 

schools—saving more than $8 million annually" (Lee. Linda Steiner. "News Release." 

June 3. 1993). 
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The documents that were analyzed concerning this portion of UCLA's 

restructuring consisted of a series of news releases and statements from Chancellor 

Young issued from June of 1993 through June of 1994. 

Evoking an Emotional Response 

The news releases and Chancellor Young's statements regarding the restructuring 

of the professional schools were designed to make the campus community as well as the 

external community feel as positive about the changes as possible. Young's printed 

statement seemed crafted to accentuate the positive while instilling a sense of pride and 

accomplishment concerning the university's ability to address its fiscal crisis. "This plan 

will enable UCLA to maintain excellence and grow in important new directions during a 

time of severe resource constraints" (Statement by Chancellor Charles E. Young on 

Professional Schools Restructuring Initiative). In the Chancellor's quoted statements for 

the press release concerning this restructuring plan, he reiterated this positive stance 

describing the initiative as. "a bold and visionary plan that will enable UCLA to maintain 

excellence and grow in important new directions during a time of severe constraints" 

(Lee. Linda Steiner. "UCLA Announces Plan to Restructure Professional Schools." News 

Release. June 3. 1993). In accentuating the positive. Chancellor Young discussed the 

goals of the restructuring plan through the use of positive images and verbs that indicated 

the university was taking decisive action. 

"The restructuring plan accomplishes three very important goals: it enables 
UCLA to preserve and enhance critically important programs, it provides opportunities 
for UCLA to build for the fiature in areas of urgent concern to our society, and it 
confronts head-on the harsh fiscal realities of the 1990s" (Statement by Chancellor 
Charles E. Young on Professional Schools Restructuring Initiative). 
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The images presented within these goals were of a university in control of its 

future. The chancellor's use of such terms helped to create a feeling of hope rather than 

one of despair. This evoking of emotion was critical in gaining support for the initiatives 

on campus, as well as for assuring that the cost cutting and restructuring efforts would be 

as effective as possible. Through the terms "enables; preserve and enhance; provides 

opportunities; and confronts head-on." Young helped those at all levels of the university 

to feel as though they were in control rather than as though they were being controlled by 

some external force. Despite the optimistic tone and the rhetoric surrounding the creation 

of opportunities, the restructuring plan would be as fiscally severe as any discussed 

during the course of this research. 

"UCLA's administrative units will continue to be expected to absorb a 
disproportionately higher share of cuts than academic units. In fact, through 1994-95, 
administrative units will have been cut 24 to 29 percent, compared to about 19 percent for 
academic units" (Statement by Chancellor Charles E. Young on Professional Schools 
Restructuring Initiative). 

The overall support for this initiative (reported in 1994) may have been possible 

because the campus community felt more in control of its situation than if the chancellor 

had presented the issue in a more non-emotional manner or had characterized the 

institution and its persormel as victims of circumstance rather than as determiners of the 

future. Along with this feeling of taking the initiative during difficult times, toward the 

end of his statement. Young appealed to individuals' senses of responsibility by telling 

his constituents that. ".. .the very fiiture of the affected professional disciplines is 

contingent—at least at this university—upon our ability to effect this comprehensive 

plan." and that the initiative was ".. .an important starting point to protect one of 
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California's true treasures" (Statement by Chancellor Charles E. Young on Professional 

Schools Restructuring Initiative). Implicit in this statement was the suggestion that failure 

to support the restructuring initiative would result in the demise of not only the affected 

professions, but also the institution itself. 

Advocating Change in Government Policies and Procedures 

Throughout these press releases and statements fiscal constraint due to significant 

reductions in state funding was mentioned, but only once was there a suggestion that state 

fijnding policy should change. That suggestion was made by University of California 

(system) President. Jack W. Peltason. in his press release of June 3. 1993. concerning 

UCLA's restructuring plan. Peltason stated; 

"Such examinations and changes can and do yield benefits and opportunities. But 
it should also be remembered that the outcomes are not without sacrifice and cost. The 
University can and will adapt to a changing envirormient. but higher education will have 
to receive a higher priority in state budgeting if we are going to meet the challenges that 
enrollment growth and the state's own economic renewal will present us into the next 
century" (Kolb. Ron. "Media Advisory." Office of the President NEWS. University of 
California. Thursday. June 3. 1993). 

While this statement could be interpreted as advocating for increased state 

spending, it did not appear to be part of a larger advocacy effort nor did it attempt to 

initiate action from interested individuals or groups. 

Financial Exigency 

Financial exigency was indicated as the reason for the development of this 

restructuring plan. In the second paragraph of his press release. Chancellor Young stated: 

"The University of California, faced with a serious and prolonged state recession 
and a rapid diminution of state support, joins the nation's universities in seeking ways to 
maintain quality programs, provide access to our students, and live within the 
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increasingly stringent fiscal reality of our time" (Statement by Chancellor Charles E. 
Young on Professional Schools Restructuring Initiative). 

These state funding reductions were significant. From 1990 through 1995 the cuts 

amounted to a cumulative reduction of nearly 20 percent in state funding to UCLA 

(Statement by Chancellor Charles E. Young on Professional Schools Restructuring 

Initiative). Restructuring due to financial exigency was commonplace, but Young's 

treatment of the need to restructure was less common. He accepted the reductions as a 

fact of life that had affected institutions around the country, as well as in California, and 

developed plans to "manage the fiscal crisis." Despite the deep and significant cuts in 

state fiinding. there was no rhetoric challenging the wisdom of such cuts or reminding the 

campus community and others that the cuts were being mandated by e.xtemal forces 

beyond its control. Instead. Young reminded his audience of UCLA's national 

prominence and explained how the cuts could jeopardize the university's position if made 

injudiciously. One explanation for this approach may be that the statewide cuts stemmed 

from a voter initiative that effectively reduced the amount of funds available. Criticism of 

that external force, in effect, would have been criticism of the same constituency that the 

university served. Young was probably wise in taking this approach. He was able to warn 

California's citizenry of the reputational danger reduced funding posed to UCLA without 

directly reminding them that it was their ballot decision that induced this danger. 

Organizational Realignment 

The organizational realignment that occurred at UCLA was focused in two ways. 

It concentrated on the professional schools of social welfare, library and information 

science, architecture and urban planning, public health, and nursing. It was also described 
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as focusing most reductions in the administrative rather than academic areas. Young 

explained his selective approach to restructuring in his published statement. 

"Faced with this dramatically reduced resource base, we have concluded that 
UCLA can't continue to cut academic programs evenly across the board because that 
only serves to weaken all programs. Instead, we have decided that we must make 
strategic choices" (Statement by Chancellor Charles E. Young on Professional Schools 
Restructuring Initiative). 

The rationale behind this restructuring plan was that most of the academic 

programs would continue to be offered (the bachelor of science degree in nursing, the 

master of library science degree, and the Ph.D. in library and information science would 

be discontinued), all tenured and tenure-track faculty would be retained, and cost savings 

would occur through greater administrative efficiencies. The original plan called for the 

development "within a short time" of a new "world-class" School of Public Policy. This 

new school would contain some portions of or all of. the disestablished schools of social 

welfare, public health, and urban planning. The balance of the programs from those 

original schools would be placed in appropriate e.xisting programs. For example, the 

remaining portions of the public health program would be moved into the School of 

Medicine. The School of Nursing was to be downsized considerably. Plans called for the 

undergraduate nursing program to be eliminated and the focus of the school's programs 

to be "graduate training in areas of critical societal need." By stating that the first four 

schools would be disestablished and nursing downsized (a 41 percent budget cut was 

recommended for the nursing school), and then indicating how those disestablished 

schools would be combined into the new school or other existing schools, it was very 

easy, on the initial reading, to lose sight of the fact that the programs from the School of 
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Library and Information Sciences were being eliminated. The faculty was sent to the 

School of Education, but the programs were slated to be phased out. 

The plan, as presented by the Chancellor, could not be implemented without 

approval from UCLA's academic senate and the UC Board of Regents. Senate approval 

of the plan, with modifications, was announced one year following the presentation of 

the Chancellor's plan (June. 1994). and Board approval of the senate's adjusted plan 

occurred in July. 1994. As modified, the new plan changed the original proposal in the 

following ways: no academic programs were eliminated: the School of Public Health was 

maintained as an independent graduate school (but with a 25 percent budget cut); the 

library and information sciences programs were retained by merging them into the 

Graduate School of Education and renaming the school to reflect the change (The 

Graduate School of Education and Information Studies); and the nursing school sustained 

a 30 percent budget cut rather than the 41 percent cut originally recommended but still 

double the cut the school itself had lobbied for. In remarking on the approved version of 

the plan Chancellor Young stated. "Indeed, we believe that the give and take between the 

faculty and administration has resulted in an improved plan." (Lee. Linda Steiner. 

"Regents Approve Restructuring Plan for UCLA." UCLA News Release. UCLA Public 

Information Office. July 15. 1994). 

Language Reflecting Typical Corporate or Universitv Expectations 

Chancellor Young continued to stress collegial language over that of business 

throughout the presentation of this restructuring initiative. He did mention the need to 

"downsize" and achieve "economies of scale." and in his discussion of the academic 
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senate's negotiations to modify the proposed plan, he used a business-type metaphor 

saying the resulting plan was "a series of friendly mergers, rather than hostile takeovers." 

Young's overarching tone, however, again emphasized collegiality and how various 

campus groups worked together to achieve a plan that all could support. In his initial 

announcement of the plan, the chancellor stressed that the timing for the plan's release 

had been such that all students, faculty, and staff would hear the announcement before the 

conclusion of classes the following week. He emphasized the need for the institution to 

"maintain excellence and grow in important new directions;" the hope that faculty would 

"benefit from new associations and collaborations with new colleagues in new school 

structures;" and the "courage to do what needed to be done." The 1994 armouncement of 

the approved plan called it "a blueprint for cooperation and compromise and a 

springboard for the creation of new ideas." This announcement also stressed that faculty 

representatives from the affected schools, administrators, and academic senate 

committees worked together to develop the modified proposal. Again. Young indicated 

that maintaining the academic excellence of the institution while making the necessar}' 

budget cuts was the paramount objective. 

Although one could observe that providing one week for campus-wide discussion 

before the 1993 summer break did not provide adequate time for public examination of 

the proposal, and that students did not appear to have direct representation on the 

committees that drafted the modified plan. Chancellor Young did announce the need for 

academic senate approval and flilly supported the modified plan even though it did differ 

considerably from the original plan. The June 9. 1994 new release stated that: "Young 
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lauded the senate for its comprehensive examination of the nursing proposals, 

underscoring that, with the administration, they "worked together in a near-ideal 

fashion."' 

1995 

In April of 1994 the UCLA Public Information Office issued a press release 

describing a report produced by an educational consulting firm, commissioned by 

Chancellor Young, conceming transforming administration at UCLA. The report's 

authors concluded that it was "essential for UCLA to adopt a version of "Responsibility 

Centered Management" (RCM)" and that implementation of the 32 recommendations 

provided in their report could "transform campus administration into "an engine of cost-

efficiency.'" Three additional publications designed to inform the campus about RCM 

and its implementation at UCLA were produced from July of 1995 through July of 1996. 

The July. 1995 publication was entitled ""The UCLA Approach to Responsibility Center 

Management." and briefly described, in bulleted form, the expectations for RCM, the 

requirements for implementation, and the steps UCLA was taking to safeguard against 

the problems others encountered in implementing the system. In November of 1995. 

Chancellor Young sent an open letter to the UCLA campus and published on its web 

page that discussed the reasons for implementing the RCM program and outlined 

progress toward implementation plus plans for initiating the simulation phase of the 

project. And finally the July, 1996, publication entitled ""The Parallel Test of 

Responsibility Center Management at UCLA described 1996-1997 as the parallel test 

period for the project with full implementation to occur in 1997-1998. The voluminous 
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materials surrounding the implementation phase were reviewed but for purposes of this 

project were not analyzed in detail. For all practical purposes, that implementation 

marked the end of the restructuring period under review for this research. 

The RCM model (also in use at a number of other American universities) is based 

on the idea that greater efficiency, effectiveness, and accountability result when the 

decision making process is brought closer to those most affected by the decisions made. 

In the words of Chancellor Young UCLA was interested in implementing the RCM 

recommendations because: "We are looking for long-term, enduring reductions in 

spending. We are also looking for ways to change fundamentally the way we practice 

administration" (Lee. Linda Steiner. "Consultant's Report Outlines Proposals to Save 

UCLA $11 Million Annually." UCLA NEWS. April 8. 1994). 

Evoking an Emotional Response 

The communications regarding RCM and its implementation lacked the use of an 

emotional appeal that was evident in earlier communications from Chancellor Young. 

These publications were of an educational nature and seemed to take the approach that a 

well informed campus would be more responsive to the administrative changes that were 

occurring. It should also be noted that while RCM did push much decision-making 

authority to the college and unit level, the eight areas most directly affected by the 

changes were administrative. These areas were: Business and Finance. Computing 

Activities. Human Resources. Student Services. Admissions and Student Aid. Capital 

Programs, the Graduate Division, and University Relations. With the thrust of the change 

focused on administration, it was probably more important for the bulk of the campus to 
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be informed about the changes but not necessarily emotionally committed to them. This 

could explain the lack of emotion evoking rhetoric regarding RCM. 

Advocating Change in Government Policies and Procedures 

A significant reason for making the decision to implement RCM was the ability to 

effect of savings of about $I 1 million (over $2 million annually not factoring in start-up 

costs of about $1.5 million) in administrative costs. While Chancellor Young admitted 

that this was just a part of the savings required to offset the reduction in state funding, he 

did not use the communications of this period to advocate for any changes in state policy. 

Financial Exigencv 

Each of the discussions of RCM discussed how this management structure could 

aid the campus in reducing costs and finding greater efficiencies. There was not. 

however, at this juncture a tone indicating that Chancellor Young felt the campus had 

been compelled to implement RCM due to resource reduction. Rather, he presented this 

management structure as the right thing to do to make the entire campus better. 

Organizational Realignment 

The organization did not realign as much as shift during this period. Because all 

revenue, expenditure, hiring, student services, admissions, and budgeting authority 

responsibilities shifted to the responsibility centers, administrative support for those 

activities shifted, to a certain extent also. Central administration was to serve the centers 

by providing overarching institutional plan and through audit activities. There was no 

discussion of closing colleges or disestablishing programs during this RCM realignment. 

There was no mention of administrators being upset by the implementation of RCM. 
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although one imagines that those who lost jobs would not have been happy. Indeed. 

Chancellor Young presented the RCM idea as very much a work in progress: 

"CPB (the Academic Senate's Council on Plarming and Budget) has carefully 
reviewed the concepts of RCM and is working to ensure that, whatever the approach to 
planning and financial management, academic plans, priorities, and quality 
considerations lead the way. 

1 know that a new plarming and resource management model for UCLA is of great 
interest to everyone in our community, and I will work to ensure extensive involvement 
in the process of change. I also look forward to reporting the developments from our 
simulation schools ezu-ly in 1996" (Charles E. Young Letter Concerning RCM. 
November. 1995). 

Language Reflecting Tvpical Corporate or Universitv Expectations 

The rhetoric surrounding the planning for and implementation of RCM was not 

overtly corporate or university. While the discussion of administrative support 

necessarily used language associated with those functions, it did not sound overly 

corporate. And while Chancellor Young did mention that planning for the 

transformational efforts was accomplished by a number of campus committees, and 

emphasized the implementation process, it was this discussion of process that reflected a 

university administrator's slant, not his choice of words. 

"In June of 1994. recognizing all the above realities. 1 appointed a Budget and 
Finance Steering Committee comprising several vice chancellors, both provosts, several 
deans, and key members of the Academic Senate, charging them with reviewing and 
recommending improvements in our planning, budgeting and financial management 
processes. In this context, the committee has reviewed the precepts and various concrete 
manifestations of RCM. and three deans on the Committee have volunteered their schools 
to simulate RCM at UCLA: to work rapidly and collaboratively among themselves and 
with members of their faculty and staff, to develop the specifics of an RCM system 
tailored to the unique characteristics and needs of UCLA" (Charles E. Young. RCM 
Letter. November. 1995). 
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These RCM documents seemed to be publications intended to inform and their 

balanced tone reflected that. A paragraph from the Chancellor's letter of November 1995 

reflected this balanced tone while discussing balance shifts. 

"As the balance shifts from central resource development through proposals to the 
State to local resource generation through teaching, research, and fund-raising activities 
in our schools and departments, so should the balance of authority and responsibility for 
resource development and deployment shift from central administration to the operating 
units. With this shift in balance comes another revelation: that increasingly central 
administrative units are supported by school-specific revenues rather than by state 
appropriations. The schools should therefore, know the costs of the services they pay for. 
and have a say over cost and quality" ("A Letter From Charles E. Young." November. 
1995. Section 2 of 3.). 

Financial Overview: The Entire Restructuring Period 

Within his statement of June 3. 1993. announcing the professional schools 

restructuring initiative. Chancellor Young indicated the financial impact this initiative 

would have: "In fact, through 1994-95. administrative units will have been cut 24 to 29 

percent, compared to about 19 percent for academic units." With the reworking of the 

plan, these number appeared to stay about the same with the academic units, perhaps 

losing a bit less than the projected 19 percent. This initiative, along with the move to 

responsibility centered management, highlighted the chancellor's concern that budget 

cuts to academic units be controlled as much as possible. The Chancellor also let it be 

known that state funding could no longer be relied on to support the level of academic 

excellence that UCLA had achieved: 

"Nevertheless, the critical question facing UCLA in the next several years may 
not be the total amount of resources available to support our academic programs, but 
rather the management of fiscal resources to maximize the ability to offer the full breadth 
of the educational program that has been long expected of UCLA. There should be no 
doubt that the long-standing centralized fiscal management system of the University of 
California built on the assumption that our state ftmding is the dominant source of funds 
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has needed as much re-examination as has the scope of educational programs. As we 
work to maximize resources available to us. we need to evaluate how best we can plan, 
monitor, and mange those resources" (Charles E. Young, RCM Letter. November. 1995). 

While Young did pledge to maintain all faculty positions, he did recognize that 

the restructuring efforts would cost many of the staff working on campus, their jobs: 

"This restructuring plan unfortunately will displace many valued members of the 
UCLA community, but the human costs of failing to implement this initiative would be 
even greater. I want to stress that UCLA will do everything we can over the next 13 
months to help displaced staff members find new employment. 

For faculty, we hope that their teaching and research would not be altered in any 
negative way. In fact, we hope that faculty will benefit from new associations and 
collaborations with new colleagues in new school structures" (Statement by Charles E. 
Young on Professional Schools Restructuring Initiative. June 3. 1993). 

Data, presented by UCLA on its own website, for the period 1994 to 1996 

indicated that university expenditures were up 14.4%. academic personnel increased 

2.3% (1.958 to 2.004), and support personnel increased 13.8% (7,540 to 8,580). Salaries 

for full professors increased 17.4% from 1994 to 1998. This data seems to be at odds with 

some of Chancellor Young's assertions, especially as related to the assertion that major 

cuts were being taken in administrative units. Since all of this data was generated by 

UCLA, not some outside auditor, it is difficult to reconcile or explain these differences. 

Conclusion 

Chancellor Young took a stance somewhat different that the approach used by the 

other top executives examined here. Rather than emphasize the external factors that 

fostered UCLA's various restructuring efforts, he chose to emphasize the need for the 

university to maintain its high academic reputation. He also indicated that, because of its 

academic reputation, UCLA could do much to help itself As evidence of this belief just 

in an interview before his departure in 1997. Young said: 
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"Fund raising provides icing on the cake, not a way to flind the basic operations of 
the university, which is done through state and federal support, or to keep our doors open. 
It is to provide money to make it possible for us to do things that otherwise couldn't be 
done, and it is our success in this arena that has allowed us to turn a good university into 
a great university" (Charles E. Young. Campus On-Line Interview. Early. 1997). 

During this same interview. Young indicated that each school would have to find 

ways to meet its own particular needs but that, given the previous years record-breaking 

university-wide fund-raising effort (nearly $191 million), the institution could expect to 

raise in the $200 million dollar range each and every year. 

Overall. UCLA took a number of steps, restructuring academic units. 

restructuring administrative support, and initiating numerous fund-raising efforts both at 

the institutional and the college levels. 
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CHAPTER FIVE 
FINDINGS/CONCLUSIONS 

The hypotheses being tested in the course of this research looked at the activities 

of the organizations studied, in three major ways: I) The language used was compared to 

determine if the case universities emulated the language of business during the course of 

their restructuring activities: 2) The outcomes of the restructuring efforts were compared 

with the public statements made concerning restructuring plans to determine if 

organizational activities actually changed in response to the proposed changes: and 3) 

The restructuring results as they related to the organizations" constituents (top managers, 

employees, customers, shareholders, public) were compared to determine who, if anyone, 

benefited from the restructuring and who, if anyone suffered losses of some kind. 

Hvpothesis I: Public university administrators will use similar language and 

strategies of business administrators in the public presentation and discussion of 

restructuring plans, in order to enhance the perceived legitimacy and technical nature of 

the plan. 

Hypothesis la: Imitation will be found in explicit references to business bv 

universities, in the use of production oriented terms as described in the language analysis, 

and in the stated priorities of the organization, such as maximizing of resources. 

In determining whether or not these hypotheses were confirmed, a number of 

characteristics were evaluated. If the bulk of the rhetoric emphasized the importance of 

the organization's management structure and placed the decision-making control and the 

evaluation of performance and results within the traditional hierarchical structure, the 

hypotheses would be confirmed. If the rhetoric discussed the importance of teamwork 
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and provided opportunities for employees, at all levels, to do the best job possible 

through more individual control and responsibility, a more collegial tone would emerge 

and hypotheses would be disconfirmed. In confirming hypothesis 1. the evaluation 

concentrated on the decision-making process and the organizational structure in 

determining a business or collegial style of management. The evaluation surrounding 

hypothesis la concentrated on the actual terminology used. Imitation of the language 

used constituted a confirmation of hypothesis la. even if the organizational activities 

described by such language did not reflect those generally associated with such 

terminology. While this hypothesis was framed with a concentration on the extent to 

which universities emulated the rhetoric of business, it was also possible that the 

corporate rhetoric would reflect a more collegial tone than that associated with the 

traditional business rhetoric described above. Tasker and Packham (1993) indicated that 

recent efforts at corporate restructuring have resulted in a change in the expression of 

corporate values from those of hierarchy, power, and control to those of collaboration, 

autonomy, and responsibility. 

The leaders of the three businesses studied all reflected the traditional business 

values of hierarchy, power, and control in their public rhetoric. In the 1989 annual report. 

General Dynamics" CEO reflected these values by presenting corporate achievements and 

decisions as those of top management rather than those of a more corporate-wide 

collaborative process (such as total quality management). 

"When I joined the company in 1985.1 set five goals. I'm pleased to report the 
company has achieved all five...We decided to stick to what we know and do best...We 
believe that our decision remains the right one" (1989 General Dynamics Annual Report. 
Pg- 4). 
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This style of presentation continued in the 1991 report; "Your management is 

committed to increasing shareholder value and building additional financial strength" 

(1991 General Dynamics Annual Report, pg. 7). And again in 1993: "Our task going 

forward is to continue creating and delivering value to shareholders while preserving the 

viability of our major businesses for customers and employees as well" (1993 General 

Dynamics Annual Report, pg. 4). The decision to create significant financial incentives 

for top management and the board of directors, if they were successful in increasing stock 

value, just reinforced the image of a traditionally managed business. This small group 

(CEO and board of directors) considered themselves responsible for corporate financial 

success and. therefore, deserving of financial reward should stock value increase. 

Conversely, their rhetoric indicated that financial stress was due to external forces, and 

was not something for which the top management took responsibility. While the case 

analysis did indicate a university style discussion emphasizing revenue maximizing rather 

than the profit maximizing approach normally associated with business, this seemed to be 

due to the corporation's dependence on federal contracts rather than being an indicator 

for a more collegial style of management. 

While Columbia/HCA's top management did involve physicians in its efforts to 

lower costs by providing them incentives to do so. and its annual report repeatedly 

reminded readers that the individual hospitals and clinics maintained local control, and 

that management was "decentralized." underlying values of collaboration, autonomy, and 

responsibility were not expressed in the rhetoric. It was very clear that Columbia/HCA's 
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approach to organizational growth and its vision for restructuring this country's 

healthcare industry were directed by top management. 

"Since the merger date, Columbia has been active in selling non-strategic assets 
and realizing potential economies of scale... While these facilities were profitable and 
enjoyed good reputations, opportunities for improvement existed through operating the 
hospitals as part of an integrated network of healthcare providers in the market...The 
1992 acquisitions dramatically improved Columbia's position in each market and 
strengthened its abilitv to compete effectivelv" (Columbia/HCA 1992 Annual Report, pa. 
3). ^ ' 

This centrally directed approach was reiterated in the 1995 annual report. 

Although praise for its physicians and other employees, and the insistence that these 

employees were helping to manage the operations more effectively continued along with 

some references to a total quality management approach, there was no evidence of a truly 

collegial style collaborative process in the management or decision structure of the 

corporate entity. 

"We saw the opportunity for improving the quality of patient care, while 
controlling spiraling healthcare costs. To seize this opportunity, we dedicated our efforts 
to building an organization that would apply time-tested business principles in the 
deliverv' of healthcare services" (Columbia/HCA 1995 Annual Report, pg. 2). 

The 1996 report was framed around patient and employee anecdotes, but these did 

not reflect a collaborative style except that hospitals were expected to share their best 

methods and ideas with one another. The most telling sentence about the corporation's 

style of management came in the introductory self-description; 

"Columbia/HCA Healthcare Corporation is a holding company which has no 
employees. References herein to "Columbia employees" or to 'our employees" refer to 
employees of the subsidiaries and affiliates of Columbia/HCA Healthcare Corporation" 
(Columbia/HCA 1996 Annual Report, pg. 1). 

This official clarification, that the corporation actually had no employees, 

reinforced the image of top management directing the corporation's holdings rather than 
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providing reinforcement for the idea that the (non-existent) employees helped to define 

the Columbia/HCA's corporate direction. 

BankAmerica also functioned, as most businesses are expected to function, in a 

hierarchical way. In the world of finance, the accuracy of banks" predictions concerning 

interest rate levels determine, to a great extent, whether or not profits will be realized. 

Decisions concerning interest levels and corporate strategy typically have come from the 

top levels of banks" management structures and this was certainly true at BankAmerica. 

While President and CEO Samuel H. Armacost did not accept responsibility for 

BankAmerica"s disastrous 1985 results, he did accept the responsibility for correcting the 

situation: 

"On behalf of the Board of Directors and management, I assure you of their 
united dedication to resolving the problems responsible for the results of the past year and 
returning BankAmerica to the levels of profitability and dividend payouts that you expect 
and deserve" (BankAmerica 1985 Annual Report, pg. 3). 

During 1987. BankAmerica reported making progress in recovering from its 

financial losses (even though losses were nearly triple those reported in 1985). and 

although CEO A.W. Clausen acknowledged the importance of the bank's customers and 

employees, there was no doubt that the corporate goals and objectives were being 

outlined by top management. 

"Last year we said that a reduction of our overall expense structure was a critical 
objective. We achieved that reduction in 1987 and plan to cut expenses further in 1988 in 
the ongoing effort to bring our cost structure into line with the industry. We are confident 
this goal can be achieved while maintaining the quality of service we provide our 
customers'" (BankAmerica 1987 Annual Report, pg. 2). 

In the 1989 report. Clausen made the decision-making process more explicit and 

left no doubt that BankAmerica was continuing in a traditional business-style mode. 
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"The Board of Directors reinstated a dividend on our common stock, meeting one 
of our highest priorities and fulfilling the promise made to our shareholders when this 
new management team took on the challenge of restoring BankAmerica to health during 
the troubled final months of 1986...The turnaround has been accomplished. The recover}' 
is a fact. The corporation has competitive momentum and is on a winning track. My job 
is done" (BarikAmerica 1989 Annual Report, pg. 2). 

The evidence collected for this research confirmed that these three businesses, 

businesses that conducted at least some operations bearing a resemblance to some 

university activities, retained their traditional, hierarchical style of management and 

decision-making. Despite the Tasker and Packham (1993) suggestion that emerging 

management trends, such as total quality management, would foster a more collaborative 

management style in businesses, evidence of a change in the decision-making process. 

that would support this assertion, was not found in these companies. If the process of 

restructuring process did not foster a more collaborative style in these corporations, the 

more significant question of whether the two public universities studied, universities that 

experienced financial pressure from their state legislatures and public demands for 

greater accountability, would develop a more "business-like" management style 

remained. 

While business style rhetoric was used in the restructuring efforts at both 

universities, the decision-making process in these universities remained process driven, 

collaborative, and distinctively in the typical university style. When faced with financial 

challenges, the top managers of the businesses studied the situation, determined a plan of 

action, got approval from the board of directors, and proceeded. In contrast, when the 

University of Mirmesota faced budget restrictions and demands for accountability, it 

conducted state-wide surveys, mobilized faculty committees, and asked campus 
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managers to find specific solutions to ensure programmatic cuts. President Hasselmo of 

the University of Minnesota, emphasized the importance of collaborative process, starting 

with his 1989 inaugural address. "This is a tradition of purpose and process, not a 

tradition of content. It is whv and how we do what we do that is part of our tradition, not 

what we do" (Hasselmo. Nils. Presidential Inaugural Address. The University of 

Minnesota. 1989). Even as Hasselmo's tenure as president was coming to an end. and the 

bulk of the survey work and development of the University 2000 program completed, he 

continued to emphasize the collaborative process: 

"While these themes have been important in making decisions, a more general 
statement of profile is also important. I have tested some options with the chancellors, 
provosts, and deans. I have also asked Regents" Professors...to serve as an ad hoc 
committee to review and recommend to me a University profile. The Sorauf committee 
responded with an e.xcellent report, containing carefiilly drawTi conclusions and 
recommendations that I largely agree with, and which I summarize below" (Hasselmo. 
Nils. President's Column. Kiosk. March. 1996). 

President Hasselmo was not alone in emphasiang the process and treating it 

seriously. Chancellor Young's announced initiative for restructuring at UCLA was both 

developed through a campus-wide process and followed by a pre-defined process of 

campus-wide review and adjustment. 

"The initiative results from an academic-planning process begun last fall by 
UCLA's administrative, faculty, and student leadership...An 11-member committee of 
administrators. Academic Senate leaders, and student leaders spent several months 
overseeing cuts to individual units. Executive Vice Chancellor Rich, the committee chair, 
then formulated the restructuring proposal, and the committee expressed support for it to 
proceed" (Lee. Linda Steiner. "UCLA Announces Plan to Restructure Professional 
Schools." UCLA News. June 3. 1993). 
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Following the campus review, the faculty senate's revised restructuring plan, with 

significant changes to the plan as first suggested by Chancellor Young, was implemented. 

Young responded to these changes with the rhetoric of collaboration and cooperation: 

"When this administration made these proposals a year ago it was with the 
understanding that we could make such proposals, but that we didn't have either the 
requisite knowledge or authority to fully dispose of curricular issues related to the 
school" Young said. "Compromises were unavoidable, but those involved in this matter 
were thoughtful and productive" (Lee. Linda Steiner. "UCLA's Academic Senate 
Approves Measures on Nursing School." UCLA News. June 9. 1994). 

As discussed in the data presentation portion of this research, the leaders of the 

public universities studied did use business-oriented rhetoric in their discussions of 

restructuring, but despite this, the basic process-oriented, collaborative operating 

structure did not change. Therefore, hypothesis la was confirmed in the sense that 

universities did emulate the language of business in their discussions of restructuring. 

However, hypothesis 1 was not confirmed in the area of these universities emulating the 

strategies used by business during restructuring. The universities studied did not change 

their collaborative decision-making processes, nor their apparent underlying conviction 

that these processes were at least as important (if not more important) than the decision 

outcomes. This belief in process over outcome seemed to be reinforced when the types of 

restructuring actions taken by the universities studied were compared to the types of 

actions taken by the businesses under review. While the universities did shift some 

resources, these shifts were designed so that few. if any. middle managers and no faculty, 

lost their jobs. E.xtensive efforts were made to reassign these employees to other positions 

within the university. In contrast, the corporations made large shifts in the ways business 

was done with little regard for whether individual employees, even at middle levels, kept 
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their jobs and with no apparent collaborative discussions throughout the respective 

organizations. General Dynamics sold whole divisions and even based their productivity 

formula on the ratio of sales dollars to number of employees, thus making it ver>' 

attractive for that company to reduce its number of employees. Columbia/HCA. in the 

interest of lowering corporate costs, but using the rhetoric of improved customer service 

and total quality management, changed significantly the ways work was accomplished by 

their nurses and doctors and reduced the numbers of people filling these positions. 

Columbia sought no employee input on the advisability of these changes, but did e.xpect 

their employees to contribute cost-saving ideas. And finally, the top management at Bank 

of America, as discussed by both Hector (1988) and Johnston (1990), was mainly 

responsible for Bank of America's tremendous financial losses during the mid-1980's. 

These leaders took a typically business style approach in choosing not to discuss the 

underlying causes of the financial problems but rather concentrating on proposed future 

actions designed to reverse the problems. 

The findings supported the image of imitation. DiMaggio's and Powell's 

"mimetic isomorphism" (1983), but not the substance of imitation as far as the two 

universities were concerned. It has been suggested that, due to the high level of 

involvement by university leaders in business consortiums and as directors on corporate 

boards, the effect being realized is less imitative than a matter of the two groups 

constructing together the mode and manner of restructuring. I disagree with this proposal. 

Corporations do loan executives and offer universities other forms of expertise, but 1 

believe this is more an effort to offer aid to organizations that may serve as relatively 
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inexpensive dedicated research units, than it is an effort to reform universities in their 

own image. Because of this, and because the next hypothesis will show the general 

disconnect between stated restructuring objectives and actual activities. I assert that these 

efforts are more imitative than co-constructed. 

Under financial pressure from state legislatures, both the University of Minnesota 

and UCLA adopted the use of considerable business-style terminology such as 

"accountability." "economies of scale," "investing." "efficiency." and many others. 

Because the state financial situation improved for both of these institutions following 

their restructuring efforts, it would seem that the simple use of business rhetoric enhanced 

the legitimacy of the universities" actions, that the power of resource dependency 

extended only as far as the public rhetoric in these cases, and despite the imitation, little 

changed in the actual decision-making or operational processes. There were some 

adjustments to programs and to workforce composition in the universities. In comparison 

to the changes that occurred in the businesses, these seemed relatively modest, but these 

changes in higher education did seem to signal at least a subtle shift in priorities in a 

sector that has a history of being very slow to change. 

Hvpothesis 2: Publicly stated restructuring plans and language will not change the 

basic technical activities of the organization. To determine whether or not this hypothesis 

was confirmed, the publicly presented plan was compared with the restructuring results in 

order to determine how closely the two matched. Each leader's statements were searched 

to uncover the implicit and explicit meanings of restructuring as well as the reasons for 

restructuring that emerged. Financial reports also were studied to determine what those 



186 

results might indicate about each organization's activities. If these statements were 

contradicted by subsequent actions or the apparent restructuring results, this was also 

noted. 

An integral part of the General Dynamics restructuring plan, as stated, was to 

concentrate corporate efforts on its "core competencies" and sell those operations that did 

not fit with the defined core competencies. While General Dynamics steadfastly 

maintained that it had implemented that plan as stated, the definition of "core 

competencies" did change over time. The 1991 Armual Report stated: 

"Instead, we are sticking to what we know best and are therefore focusing more 
sharply on our core defense competencies. These are businesses where we have strong 
franchises, proven skills and demonstrated market acceptance... There is little question 
that our tactical military aircraft, submarine and tank operations are leaders in their 
fields" (1991 General Dynamics Annual Report, pg. 5). 

By the 1993 report, the core competencies definition had shifted: 

"This program required the Company's major businesses to be number one or 
number two in their markets and have "critical mass"—the appropriate size to retain key 
capabilities and ensure economies of scale. Management sought to have its businesses 
meet these criteria either within the Company or as part of other companies through 
mergers, joint ventures, acquisitions, or sales of businesses if necessary" (1993 General 
Dynamics Annual Report, pg. 12). 

While it is not unusual for corporate management to indicate that one goal for its 

core businesses is to achieve number one or number two in their respective markets, it is 

ver\' unusual for management to indicate that one strategy to achieve that goal would be 

to sell that core business. It is probable that this unusual definition was developed by 

General Dynamics' top management in defense of its decision to sell the military aircraft 

business which, in 1989. represented nearly 36% of the corporation's net sales (over $3.6 

billion) and 81% of its operating eamings. The General Dynamics shareholders filed a 
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class action lawsuit in March of 1993. The following summary of the suit makes it clear 

that the company's shareholders did not understand that a core part of the business might 

be sold to achieve number one or two status: 

"The suit alleges violations of various provisions of federal securities laws, fraud, 
negligent misrepresentation, and breach of fiduciar\' duty by the defendants with regard 
to disclosures made, or omitted, in the Company's tender offer completed in July 1992 
and the subsequent divestiture of core businesses" (1993 General Dynamics Annual 
Report, pg. 28). 

Since the hypothesis suggests that the normal technical activities of the 

organization would be pursued, even if these activities ran counter to the stated plan, one 

might wonder what General Dynamics normal activities were. Since the ultimate goal of 

any for-profit organization is to make money, the decisions made by and technical 

activities of General Dynamics' top management definitely supported of that goal. While 

the net sales of the corporation dropped 68% from the 1989 report to the 1993 report, the 

net earnings over the same period increased by 302%. Therefore, the apparent disconnect 

between the stated plan to concentrate corporate efforts on businesses with core 

competencies and the decision, just one year later, to sell the military aircraft business 

supports confirmation of this hypothesis. 

In comparing the restructuring rhetoric of Columbia/HCA's top managers with 

their actions, it is important restate that this restructuring was considered to be a 

restructuring of how medical services were provided in this country, not a corporate 

restructuring. Therefore, the rhetoric tended to reflect an organizational style and 

structure that was already in place. It was possible, however, to examine the rhetoric and 

the corporate activities to determine whether or not a disconnect did occur. 
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The main thrust concerning the restructuring of American hospitals in general, 

and Columbia/HCA specifically, according to Columbia/HCA Chairman and CEO Scott, 

was: "to produce lower prices and higher quality services that payers and patients 

demand'" (1994 Columbia/HCA Annual Report, pg. 6). Scott's continued rhetoric over 

the period of time covered by this research, reinforced the message of lower prices and 

higher quality but his method of achieving these goals, working to become the major, if 

not sole, provider of healthcare services seemed to reflect greater management concern 

with corporate costs and profitability than patient price and quality of care. The 

difference between General Dynamics and Columbia/HCA was that Columbia's leaders 

openly expressed both the concentration on activities that would enhance corporate 

financial results and commitment to quality patient care and lower prices. There seemed 

to be an unstated belief that corporate financial success would automatically assure 

improved patient care. These dual management goals were expressed very clearly in each 

annual report from 1992 through the more patient centered 1996 report: 

"With the dedication and hard work of our physicians and employees, along with 
the continued support of our stockholders, we will continue to build a dynamic healthcare 
provider focused on quality care for patients and strategically positioned to succeed in the 
healthcare environment of the future" (1992 Columbia Hospital Corporation Annual 
Report, pg. 5). "Hand in hand with our commitment to sales is the idea that we must put 
our patients" needs first" (1996 Columbia/HCA Amiual Report, pg. 5). 

Despite this openness about the corporation's dual goals, there was controversy 

over the strategies Columbia/HCA used in encouraging its doctors and compelling its 

nurses to become active partners in working to achieve lower costs (doctors were 

provided financial incentives and nurses were provided the opportunity to keep their 

jobs). A 1995 article in Business Week (Schiller et.al.. 1995) charged that these corporate 
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strategies served to encourage minimizing patient care so that profitability and personal 

gain would be maximized. 

Columbia/HCA's financial results improved considerably from 1992 to 1996. Net 

revenues increased 49% ($11.6 to 17.3 billion) and the net income, before extraordinary 

charges, skyrocketed an amazing 668%. This net income increase occurred in an 

environment in which hospital admissions increased just 31% over the same period. 

While it is true that out-patient and home-health care services could have accounted for 

the bulk of this increase, from 1994 to 1995 alone (the only years for which this data was 

reliably available), the number of hospitals in the organization increased 37%. Because of 

Scott's concentration on cost and efficiency, it was possible that significant savings were 

realized in the areas of expenses and salaries and that these savings contributed to the 

increase in net income. The following costs related to expenses and salaries were figured 

as a percentage of total revenues to maintain as close a comparison, without the possible 

complication of other factors, as possible. While the cost of supplies as a percent of total 

revenue dropped from 15.9% in 1992 to 13.5% in 1996 the corporation's total 

expenditures for supplies and other expenses (excluding salaries and benefits) maintained 

at a constant 34% of total revenues. Salaries and benefits stayed nearly even for the 

period dropping from 41% of total revenues in 1992 to 39% of total revenues in 1996. 

Up through 1996, Columbia/HCA apparently had achieved some of its stated 

goals. It was very successful financially and its patient satisfaction rate was 94% versus 

an 88% satisfaction rate in hospitals outside the Columbia/HCA network. However, it 

had not appeared to make significant gains in lowering its expenses and had held 
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proportionately nearly even in its salaries and benefits costs. The case of Columbia/HC.A,. 

for the years examined, seemed to provide an instance of disconfirming hypothesis two if 

one equates patient satisfaction with high qualit\'. However, the corporation's problems 

concerning the over-billing of Medicare and Medicaid, uncovered in 1997. did indicate a 

disconnect between Scott's assertion that physician cooperation in lowering costs would 

offer both lower expenses and higher quality, and the actual actions taken by physicians 

and administrators at a number of Columbia's facilities. Therefore, based on information 

gathered outside the timeframe of the research, hypothesis 2 would be confirmed. 

When BankAmerica suffered its tremendous losses, starting in 1985. its leaders 

quickly diverted shareholder attention from the dismal state of its worldwide loan 

portfolio and defined restructuring plans that failed to discuss the loan issue. This type of 

rhetoric was found from 1985 through the 1989 report. In 1985 the plan included: 

"Tailoring retail banking operations to provide individual customers with quality 
services conveniently, efficiently, and at a reasonable cost...Focusing our wholesale 
banking organization on serving customers who need a full range of financial services 
around the world...Streamlining our payment services operations between the retail and 
wholesa le  bank ,  and  a l so  deve lop ing  these  se rv ices  a s  a  p ro f i t ab le  ac t iv i ty . . (1985  
BankAmerica Annual Report, pgs. 2-3). 

The goals spelled out in the 1987 Annual Report focused almost exclusively on 

costs: 

"Last year we said that a reduction of our overall expense structure was a critical 
objective. We achieved that reduction in 1987 and plan to cut expenses further in 1988 in 
the ongoing effort to bring our cost structure into line with the industry. We are confident 
this goal can be achieved while maintaining the quality of service we provide our 
customers" (1987 BankAmerica Annual Report, pg. 10). 

The 1989 report considerably broadened the scope of BankAmerica's 

restructuring efforts. While this statement was certainly broad enough to include 
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strengthening the bank's worldwide loan portfolio, and "limiting the bank's exposure was 

included," neither loan activity nor the training of loan officers ever was mentioned 

explicitly. 

"Bank of America continued to refine the banking operations of its World 
Banking Group during 1989 and improved its position as an efficient, aggressive 
competitor in the rapidly evolving arena of national and international banking. Account 
officers coordinate the activities of teams of specialists within the bank who tailor highly 
complex individual transactions to meet the needs of select customers, and also manage 
BankAmerica's exposure to ensure that it is maintained at acceptable levels" (1989 
BankAmerica Annual Report, pg. 13). 

BankAmerica's financial statements were very general in the of listing expense 

categories so it was very difficult to examine these and make conclusive statements 

concerning employee training programs. However, in analyzing both the personnel 

expense and other expense categories, there was no indication that addition money was 

spent in these categories from 1985 through 1989. For the entire time period, personnel 

expenses ran about 2% of total assets and other expenses were about 1% of total assets. 

The total assets for 1985 were $119 billion, for 1987 they were $93 billion, and recovered 

to $99 billion in 1989. Because of the unique nature of the banking business, total assets 

rather than sales or revenues were used as the "income" measure even though assets may 

accrue from year to year while sales and revenues typically reflect just one year's 

activities. 

While both Hector (1988) and Johnston (1990) indicated that BankAmerica's 

problems stemmed from management's directives to increase loan portfolios without also 

providing the employee training and auditing necessary to assure high loan quality, there 

seemed to be no verbal or financial attempts to correct this problem. When faced with 
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financial disaster, these top managers decided the issue revolved, not around loan quality, 

but rather around operating expenses. It seems inconceivable that loan quality problems, 

so apparent to those external to the corporation could go totally unnoticed by top 

management. So, whether or not top management at BankAmerica recognized the 

significant source of its financial problems, there did seem to be a disconnect between its 

rhetoric and its actions. They indicated that operating expenses (namely persormel and 

supplies) needed to be reduced, but when calculated as a proportion of total assets, these 

expenses held relatively steady. In the case of BankAmerica. hypothesis 2 was 

confirmed. 

President Hasselmo at the University of Minnesota adopted a considerable level 

of business style language over the course of the university's restructuring from 1989 

through 1996, due largely to legislative demands for greater university accountability in 

how the state's citizens were being served and in how fiinds were being spent. The use of 

this business style language started with Hasselmo's 1989 inaugural address: 

"...the state must invest in intellectual talent...Last year the faulty of the 
University of Minnesota, through individual entrepreneurship, brought in over $200 
million in sponsored research funding...That is a substantial return on the state's 
investment of tax dollars in the University..." (1989 Hasselmo Inaugural Address). 

During 1993-1994. Hasselmo's business style rhetoric continued as a major 

planning effort was introduced along with the development of extensive performance 

measures. 

"The University will be the "University in the Community' for the state. 
leveraging its unique resources... We will restructure the Twin Cities campus to focus on 
two roles in order to serve our students better...We will make the University much more 
user-friendly and responsive to all our "customers'" (University 2000: The University of 
Minnesota for the 21^' Century). 
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This rhetorical style continued into 1995-1996 with increased emphasis on the 

concept of investment. 

"We had to invest in undergraduate programs. ...the return on investment has 
been fundamental change. ..Some investments made in recent years are clearly paying 
off. but the University has not been able to invest the way it needs to in order to move 
key disciplines forward the U2000 agenda must be honed in order to ensure that the 
University invests in its most important programs...The University must continue to 
make the kinds of strategic investments we have made in the past few years" (Hasselmo. 
Nils. "Challenge. Choice. Change." State of the University Address. November 16. 
1995.). 

"We are well-prepared for the opportunities and challenges of the 21^' century, 
and we are providing an excellent return on the public's investment...We are and will be 
accountable for carefiil management and for correcting problems...Just as we at the 
University must be accountable and make changes, the public and the Legislature must 
now make a strong investment in the University" (Hasselmo, Nils. "State of the 
University. 1996." October. 16. 1996.). 

While the business style language used throughout this period, along with the 

planning efforts and development of performance measures, signaled an attempt to 

present university activities in a format more understandable to its external constituents. 

The basic collaborative efforts of the institution did not change. In fact. President 

Hasselmo continued to emphasize the importance of collaborative effort within the 

university community. "We are here to enjoy our sense of community, a community of 

scholarship and learning that spans the generations...Presidents don't make universities 

great, university communities do" (1989 Presidential Inaugural Address). Along with the 

appointment of faculty advisory committees. Hasselmo's restructuring included 

administrative adjustments that brought "campus academic leadership closer to the 

colleges, faculty, and staff" (Hasselmo. Nils. Kiosk Column #2. May 8. 1995). 
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In Hasselmo's 1996 "State of the University" address, the president indicated that 

over the previous five years: "We have freed up well over $ 100 million to be able to 

cover budget cuts and to invest in programs we have identified as high priorities." While 

Hasselmo had discussed areas that required support (teaching assistant training, 

supplementing faculty and civil service wage increases, developing the Institute for 

Technology, assisting the College of Liberal Arts, improving classroom conditions, and 

advising), there was little other than anecdotal evidence as to from where the reallocated 

funds had been moved. Targeted cuts in 1990 and 1991 included the elimination of the 

very small (about 250 students) Waseca campus and the elimination of some four-year 

teacher education programs. While the specific programs affected were not listed, an 

opinion piece, written by two support staff from the Department of Educational 

Psychology for the campus newspaper, indicated that, despite increasing student 

enrollments, their department had suffered a 35% reduction in its support staff budget and 

that they had not been allowed to replace faculty who retired. In a 1998 discussion this 

researcher had with the President. Hasselmo indicated that targeting programs for 

curtailment or elimination, as had been done in 1990 and 1991 had proved very difficult 

so that in later years, programmatic cuts of 1.5 - 2% had been taken across the board. 

This reversion to across-the-board cutting reinforces the conclusion that traditional 

university processes held sway at Minnesota, even with the business style rhetoric. When 

businesses need to cut operations, they tend to focus on those activities that provide little 

added value, but, as Hasselmo found out, the collaborative atmosphere in universities 

makes it difficult to select programs for elimination.. 
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So despite the pervasive addition of businesslike rhetoric to the discussion of 

university activities and the external demands for accountability, the processes of the 

university did not become more businesslike or change in any perceptible way. 

Hypothesis 2. therefore, was confirmed in the instance of the University of Minnesota. 

Financial pressures also compelled Chancellor Young at UCLA to develop cost 

reduction plans for his campus. Chancellor Young's general approach was to target the 

administrative support for the bulk of the budget reductions and restructuring while 

assuring faculty that in spite of some programmatic realignment, their jobs would be 

protected. While the Chancellor used some businesslike terms such as "downsize," 

"economies of scale." and described a proposed change as "a series of friendly mergers, 

rather than hostile takeovers." his over-arching theme was that of assuring a collaborative 

process. Although Young proposed the changes, these proposals were modified by the 

faculty senate and other faculty groups so that that resulting plan was supported by a 

large cross-section of the institution. Young recognized this after senate approval of a 

modified plan in 1994: 

"Young lauded the senate for its comprehensive examination of the nursing 
proposals, underscoring that, with the administration, they "worked together in a near-
ideal fashion"" (Lee. Linda Steiner. "UCLA's Academic Senate Approves Measures on 
Nursing School." UCLA News Release, UCLA Public Information Office. June 9. 
1994.)." 

The plan for UCLA to adopt a version of Responsibility Centered Management 

(RCM) was described in an UCLA News Release of April. 1994. indicated that 

Chancellor Young viewed the program as an effort to "'transform campus administration 

into an engine of cost-efficiency." While the plan to restructure academic programs was 
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approved by the faculty senate with broad input from the campus community, the review-

process for implementing RCM was much less broad-based. A committee consisting of 

"several vice chancellors, both provosts, several deans, and key members of the 

Academic Senate" (Young, Charles E. "A Letter From Charles E. Young," November. 

1995). reviewed the consultants" recommendations and developed a pilot program and 

implementation plan. This more narrow approval process was probably acceptable to the 

campus because the only positions and duties affected were those of administrators and 

professionals in support positions. 

The scant financial data available from UCLA indicated that Young did indeed 

levee greater cuts in the administrative and support areas than in academic programs. 

Through 1994-95. the administrative activities were cut from 24 - 29% and academic 

activities were cut 15 - 19%. The total annual budget of the institution was at about $1.7 

billion. It seems likely that if reductions were significantly different than this, such 

information would have been discussed in. and distributed by. the faculty senate. No 

evidence of this was found. 

Not withstanding the few bits of business style language found in this case. 

Young's rhetoric did reflect the traditional collaborative rhetoric of the university and 

emphasized its processes and. therefore, matched the institutions activities quite well. The 

possible reason for this could hinge on the fact that Chancellor Young had been at UCLA 

far longer (nearly thirty years) than any of the other leaders had been affiliated with their 

organizations. Because of this, he might have been less prone to change his rhetoric due 

to recent external events; he was the only leader who, rather than cite external forces as 
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causing the institution problems, reminded the organization's internal constituents that 

they were responsible for raising funds to assure continued academic excellence: since he 

had helped lead UCLA to academic prominence, he was more readily able to calculate 

the fundraising power of those units; and perhaps, more willing to protect the jobs of his 

highly ranked faculty. In short, his personal investment in the organization, seemed to 

both direct his rhetoric and actions and keep them well aligned. UCLA is the one case 

that definitely disconfirms hypothesis 2. 

Four of the tlve organizations studied, displayed a some level of disconnect 

between their public rhetoric and their organizational activities, therefore confirming 

hypothesis 2. It would be valuable to conduct further study on organizations with long 

term leaders to determine if they consistently show better alignment between rhetoric and 

actions or if this alignment is due to some other organizational characteristic, such as 

industry preeminence. 

Hypothesis 3: Those with the most control over the restructuring process will 

benefit the most from the restructuring outcomes. Those who will not benefit, or those 

who pav. as a result of restructuring will be those who work in lower or middle level 

positions (particularly in industry) or those who train students in disciplines 

predominated bv women, minorities, or other disadvantaged groups. Units of these tvpes 

in universities would include those who train teachers (education related) or those who 

train nurses. The confirmation or negation of the third hypothesis was determined as a 

result of the analyses of the previous questions. The internal financial comparisons were 

reviewed for any significant changes in the ways the organization decided to reduce costs 
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and spend money. The results of the restructuring plan were also used to determine who 

benefited most from an organization's restructuring and who suffered from the results. If 

top management received more money, position, prestige or benefits as a result of 

restructuring, then the hypothesis was confirmed; if these advantages were shared by all 

levels of employees and outside constituents, then the hypothesis was not confirmed. 

Confirmation also resulted if traditionally disadvantaged groups suffered a loss in money, 

position, prestige or benefits. If top management suffered, the hypothesis was not 

confirmed but if disadvantaged groups suffered then the proposition was confirmed. For 

example, if colleges of education or nursing were eliminated or downsized significantly, 

then the hypothesis was confirmed, but if these units gained resources, the hypothesis 

was not confirmed. 

General Dynamics took a different approach than many suppliers in the defense 

industrv . Its top management decided that instead of concentrating on converting its 

defense e.xpertise to commercial uses, corporate efforts would be focused in its core 

defense competencies. In order to both follow this strategy and continue profitability, 

buyers needed to be found for non-core operations and productivity in its existing 

operations needed to improve. General Dynamics" management followed these strategies 

very well and even found a buyer for one of its operations originally defined as core 

(military' aircraft). Improved productivity is a factor that many shareholders look for in 

restructured organizations. The simple fact that earnings increased by 300% at the same 

time as sales volume decreased by nearly two-thirds probably meant that both 
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productivity and profit margin had increased. This brings us to examining who benefited 

and who did not. 

In an interview for Aviation Week & Space Technology (Veiocci. 1991). Anders 

described top management's strategy. From January of 1991 (the interview was printed in 

August). 25 of the company's senior managers were new to their jobs. As an incentive for 

improving corporate financial results, these top employees were offered special bonuses 

for each $10 increment the stock price rose over $25 and 5/8. By the time this interview 

was printed, the value stood at $43. Although the $43 price was considered by Wall 

Street analysts as "way overvalued", these managers had already received significant 

bonuses (many over $1 million) (Veiocci. 1991). and at this point the managers benefited 

as did the existing shareholders. 

During this same interview. Anders assured the corporation's employees that 

27.000 employees would not be laid off in the next four years. "In fact, we will be laying 

off hardly r-ny" (Veiocci. 1991). Anders' rationale for this optimism was his belief that 

improving productivity and attracting $3 billion in new business (details on this new 

business were not provided) while allowing the workforce to contract through normal 

attrition, would assure job availability through 1995. This new business did not 

materialize. Rather than grow by $3 billion from 1991 sales levels, sales dropped by over 

$5 billion by 1993. The productivity formula adopted by General Dynamics compared 

dollars of sales to number of employees—the greater the per employee sales number, the 

greater the productivity. While different companies adopt different definitions of 

productivity, linking the number of employees to dollars of sales is not common because. 
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typically, only a very few employees can directly affect sales levels and measures are 

more valuable to an organization when those being measured can use their performance 

to directly affect the outcome. For the General Dynamics formula to produce the 

productivity gains reported in the 1993 annual report (70% from the beginning of 1991 

through the end of 1993). the niunber of employees had to be decreasing faster than the 

reduction in sales. In fact, in 1989. the corporation had 102.200 employees, and by 1993. 

that number had dropped to 23.077. a 77% reduction as compared to a reduction of 68% 

in sales. The employees of General Dynamics, did pay the price during this restructuring 

and. for this case, hypothesis 3 was confirmed. 

Determining the wirmers and losers in Columbia/HCA's restructuring of the 

healthcare industry was not as straightforward or quantifiable as in the General Dynamics 

case. \\'Tiile Columbia was very successful at increasing shareholder value and eliciting a 

higher than average satisfaction rating from its patients, there were losers. 

Columbia/HCA targeted facilities for acquisition only in those communities where the 

population demographics showed a large population of older, financially stable citizens. 

The corporation then acquired small providers so that it could offer the full range of 

healthcare options in these targeted communities. When it did control the bulk of these 

facilities, it closed those it deemed to be unprofitable, eliminated services deemed to have 

marginal financial return, and combined services in the remaining centers. As a 

secondary effect, many small facilities outside the network, found Columbia's 

competitive advantage insurmountable, and closed. This dual effect resulted in fewer 

healthcare sites, and reduced services, especially in some rural or outlying communities. 
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In addition, the corporation reduced healthcare deliverv' costs by paying incentives to 

physicians for lowering costs (having the appearance of conflict of interest and 

precipitating at least a portion of the charges brought by the government in 1997). and 

replaced fiilly trained nurses with technicians who took over many nursing activities. 

such as taking vital signs. Physicians and others in the healthcare industry charged that 

these activities compromised patient care (Schiller et.al.. 1995). The only available 

numerical indicator of a reduction in service was that the average number of days a 

patient spent in a Columbia/HCA hospital went from 6.0 days in 1992 to 5.1 days in 

1996. Those who did not benefit from this plan of action were those who were ill. poor, 

or resided outside populated areas. Ultimately. ta.xpayers were not well served by these 

actions either. These findings confirm hypothesis 3. 

The case of BankAmerica was unique in that the major winners were those who 

had loans written off—mostly third-world countries and speculators in the oil and real 

estate industries. While the top managers of BankAmerica did not lose (jobs or money), 

they did not make fmancial gains from restructuring. The main losers were the bank's 

shareholders, over a quarter of its employees, and individual bank customers who may 

have experienced reduced service levels due to the bank's concentration on middle-sized 

business customers. The tremendous financial losses recorded in 1985 ($337 million), 

1986 ($518 million), and 1987 ($955 million) certainly had a negative impact on the 

corporation's shareholders. The number of employees declined from 83.299 in 1985 to 

63.075 in 1989. a 24% reduction, but when the employment number was figured on the 

basis of full-time equivalent employees, the number dropped from 78.067 in 1985 to 



202 

54.779 in 1989. an actual 30% reduction in force. This meant that some full-time 

positions were shifted to part-time. Those who did not benefit from this restructuring 

were certainly those lower-level employees who paid, with their jobs, for mistakes made 

by loan officers with insufficient training along with shareholders and domestic bank 

customers who had placed their trust in BankAmerica and received lower levels of 

service, service provided by automated tellers rather than human tellers, and lower levels 

of return on their BankAmerica holdings Because the federal government also helped bail 

out banking institutions that had massive bad loans to write off. the American ta.xpayers 

also helped pay the price for this bank's mismanagement. Hypothesis 3 was confirmed by 

the restructuring outcomes at BankAmerica. 

Before the University of Minnesota reverted to across the board cuts in 1992. the 

programs most affected by directed cuts were those in the college of education. WTiile the 

extent of the cuts was not specified, the 35% reduction in support services and the 

inability to fill newly opened lines, as reported by the educational psychology department 

were considerable. If similar reductions were spread throughout the college, they could 

be considered very significant. When across-the-board cuts took effect in 1992. the 

disadvantaged departments were still most affected because they could least afford any 

additional reduction in resources, while the better resourced departments were more 

likely to be able to make up for the cuts by obtaining additional fianding from other 

sources (grants, contracts, and donations). Again, support staff were the first to lose their 

jobs, while most faculty and departments were expected to find ways to make up for 

shortfall internally, such as not replacing faculty members who retired or moved, or 
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replacing them with temporary or part-time instructors. This meant that students also 

suffered through programmatic cuts or the inability of departments to mount new. 

cutting-edge programs.. Hypothesis 3 was once again confirmed by the restructuring 

actions at the University of Minnesota. 

Restructuring events at UCLA also provided confirmation for the third 

hypothesis. The schools targeted for combination in the UCLA plan were, for the most 

part, those that served the lower classes of society and/or those that had a student body 

comprised predominately of women—social welfare, library science, urban planning, 

public health, and nursing. The nursing school was the most severely affected with an 

initial recommendation to cut the school's budget by 41% and totally eliminate its 

undergraduate program. The final plan, approved by the faculty senate reduced the 

nursing school's budget by 30% and cut the budget of the school of public health by 

25%. While the shift to responsibility centered management in 1996 reportedly did little 

to affect the academic enterprise. Chancellor Young reported that administrative and 

support personnel were cut by 24 - 29%. Actual numbers indicated that these personnel 

actually increased nearly 14%. As at the University of Minnesota, those departments that 

could develop resources in addition to state funding were encouraged to do so. 

Chancellor Young reminded these units that they had achieved e.xcellence by developing 

other sources of funds and would have to continue to do so the maintain excellence. The 

dual restructuring of program consolidation and the shift to responsibility centered 

management most adversely affected those predicted to be "losers" in hypothesis 3. 
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In all five organizations studied, hypothesis 3 did successflilly predict which 

groups would benefit from or be most disadvantaged by restructuring. 

Other Findings 

The connections between public research universities and public policy are open 

and discussed among many constituencies. Public policy actually affects private 

corporations nearly as much though it may not be discussed as widely. In these cases 

specifically: General Dynamics is dependent on United States military contracts for its 

survival; many of Columbia/HCA's patients are covered by government Medicare and 

Medicaid payments (indeed these populations were among those targeted); the banking 

industry as a whole and BankAmerica specifically are heavily regulated by federal 

policy; and indeed, it is difficult to think of any company in any industry that does not 

benefit from federal policies of one type or another (witness the broad cross-section of 

people lobbying in Washington. D.C.). but discussions of these policies tend to be less 

open. Taxpayers better understand and accept that their tax dollars support public 

institutions but the financial support of private industry is less well understood because 

overt control remains with the private leadership, not the public. These public policies, 

largely developed by and for the private sector, tend to privilege businesses even as 

demands for greater control and accountability plague the public sector. 

Additional comparisons between the businesses and public universities studied 

here seem possible. While businesses aggressively cut expenses, employees, and product 

lines, universities, and their advising boards (whether faculty or governing), backed away 

from major cuts and adjustments opting to make more marginal, less controversial 
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changes. The Minnesota "Critical Measures" document that discussed graduation rate 

included the following statement: "If resources are not available to support these 

initiatives, it may be necessary to revise the performance goals." A statement of this type 

just would not be found in the business sector. Money would be allocated to achieve any 

goal, important enough to be measured. The corporations tended to make plans and 

budget or make cuts sufficient to achieve the articulated goals. The universities seemed to 

make plans and then hope the money would arrive from somewhere. There was little 

evidence that the universities seriously discussed the economic or organizational impact 

of not implementing plans or achieving goals. 

A study of top management team turnover in Fortune 500 companies over the 

period from 1980 to 1983 found that top management team tenure averaged 9.5 years. 

This study did control for age and only included those managers who were under the age 

of 65 during the period studied (Wiersema and Bantel. 1993). This research looked for 

the reasons surrounding top management team turnover and concluded that: "Top 

managers leave their firms as they experience stress, threats to their power, outdated 

perspectives, conflicts, cost-cutting, and/or the desire for higher autonomy and challenge" 

(Wiersema and Bantel. 1993. 499). The conclusions of Wiersema and Bantel suggest why 

top management tumover in four of the organizations involved in this study was so 

frequent. General Dynamics experienced industry stress due to reduced demand and an 

uncertain future for the pricey defense related products it offered. Columbia/HCA's 

leader was forced out due to serious allegations of fraud committed against agencies of 

the federal government—this was certainly stress related. BankAmerica's financial stress 
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and need to cut costs, coupled with its leadership's inabilit>' to acknowledge or address 

the main source of the problems, lead to turnover in that office. And the stress of cost-

cutting in an environment loath to make choices among programs, coupled with the stress 

of dealing with hostile legislators, may help explain President Hasselmo's decision to 

leave the University of Minnesota. Finally, one must wonder if the stress of cost-cutting 

and reorganization precipitated Chancellor Young's decision to leave UCLA after serving 

nearly 30 years in that position. 

Slaughter and Leslie (1997). in their discussion of academic capitalism, suggest 

that as resources from traditional funding sources (such as the state) become more 

limited, departments, centers, and units that are able will become more entrepreneurial in 

their quest for funds. They suggest that the administrative processes in universities will 

ultimately reflect a style more managerial and corporate-like than the current shared 

governance, collaborative style. This trend toward a more corporate style of management 

was not found at the two universities studied here. While both university leaders did 

encourage departments to engage in entrepreneurial-like resource development, the 

traditional collaborative management process did not seem affected whatsoever. 

Research Limitations 

The intent of this research was to limit study to public rhetoric and publicly 

available tlnancial data. By its very nature, it leaves unanswered those questions of leader 

intent, of actual organizational activities, of the informal organizational structure, of 

expenditure detail, and of expenditures that may be masked or unclear due to reporting 

conventions. It was tempting to broaden the comparisons beyond those directly related to 
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the language analysis, but the reporting conventions themselves differ from industr\' to 

industry, and university to university thus making valid income, expenditure, and staffing 

comparisons impossible. These questions might be. at least partially, answered by on-site 

observations, interviews, and surveys, and would provide valuable additional insight on 

the restructuring process, but were beyond the scope of this work. In depth follow-up of 

those issues missing from the public discussion (such as the privileging of private 

industry by public policy) also was not possible within the parameters of this research. In 

addition, analysis of the documents was completed by the researcher alone and are. 

therefore, colored by her personal biases and experience. 

Conclusion 

These cases show that the public rhetoric of restructuring may not reflect the 

actual activities of restructuring taking place within an organization. It is interesting that 

even though the business literature and many businesses themselves have been extolling 

the benefits of a more collaborative management style since the early 1980"s. and 

legislatures have encouraged public universities to be more business-like since the early 

1990"s. the management processes have changed very little in either group. A movement 

toward one another in management style was not found in these organizations. All five 

organizations structured rhetoric to satisfy their constituents, all five organizations 

maintained their traditional management and decision making styles, and. at the end of 

the restructuring period, all five organizations were still trying to find ways to improve 

their organizational outcomes. The main difference (other than traditional management 

style) between the corporations and the universities studied here is in the way they kept 
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score. Quarter to quarter and year to year corporations publish their profits—the bottom 

line. This number ultimately determines whether or not shareholders will continue to 

support the corporation through the purchase and holding of stock. The problem public 

universities face is that they have traditionally kept score by tallying the total dollars 

received—the top line. Contributors to this top line no longer assume that institutions will 

take the money and use it to the benefit of society. Unless or until institutions find a 

credible way of showing that outcomes can be affected directly through the distribution 

or redistribution of these resources, demands for accountability and restructuring efforts 

are likely to continue. 
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