An Examination of Organizational Change:
A Look at Managersin Texas Health & Human Services Agencies

By
Catherine Gorham

An Applied Research Project (Political Science 5397) Submitted to
The Department of Political Science
Southwest Texas State University
InPartial Fulfillment
For the Requirement for the Degree of

Masters of Public Administration

Spring 2000

Faculty Approval:
- e

p— . ? |
+ / _ /,; ' ,} TEN
S A Al VRIS

‘-“’IM\W"}\-/{J,}/ "\/\ ‘M'!I - J//
(\_/'j \') k:—»\)



Table of Contents

INtrOdUCHION ...
Chapter SUMMAries ..o o
Tableof Tables ...

CHAPTER TWO _ INSTITUTIONAL SETTING aaesiiciiieiraicrssatrsannenssnenss

Introduction .
Historical Settlng TR
Texas Leglslature

Reorganization in Health and Human Serwces(HHS) ............
76" Texas Legislature _ HouseBill 2641 ...........................
Organizationa Structure .. R

Texas Health and Human Serwc% Systcm

Organizational Culture...................
General Themes ..o

CHAPTER THREE — ORGANIZATIONAL CHANGELITERATURE sseeuususs

INtrOdUCHI ON ... o

Organizational ChangeLiterature ..................cooooiiiiiii i

Organizational ChangeEnvironment ........ ..ot

Public Sector Environment .............cco
Private Sector ENvVironment ............coo e

Why Public Sector OrganizationsChange ...................................

Client-Oriented Pressures ................c.ooooiviiiiie
Governmental Events Influenced by Political Pressures ... ....
How OrganizationsChange ...
Frequent Organizational Change ... .. B

Obstaclesto Effective Reorganization ..............c.cooviiiiiiiiinnnn.

Tools and Strategiesfor Managers ...,
Linking the Literaturetothe Research ...............................
Conceptual Framework ... ... ..o e

Working Hypotheses ... i

Table 3.1 Working Hypotheses Linked to the Literature ..........

e < JICNE B o R

10
10
1
12
13
16



CHAPTER FOUR - TEXASHEALTH & HUMAN SERVICES

MANAGERS. « i i cierrsissetirseteneaen 48
Introduction .. .. 48
Organization Structures in Sel ect State Agencms ............................. 48
Health and Human Services Commission ............................ 48
Texas Department on Aging -......oooeveiiiiiii 49
Texas Commission on Alcohol and Drug Abuse ........ RTUTU 49
Interagency Council on Early Childhood Intervention .............. 50
Texas Juvenile Probation Commission ......................oil, 50
Organizational Change Process................ccccovieieiviiiiiiiieen . 50
SUMMAIY .o e e e 53
CHAPTER FIVE . METHODOLOGY .uveieniieiisniicisssisarsarsssssascsranscsssaranas 54
INEFOUCTION .. ..o 54
Research Methods . e B4
Focused Case Study ......................... R 54
Study TEChNIQUES ... .. 55
Survey ResearCh ... i 55
Survey Implementation ........... ..o 56
Judgment Sample ... ... .o 57
Agency Selection Process ..o 57
Organization Structures of Select Agencies.......................... 58
) T F3 oS 60
RESPONAENES ... .. 60
Unitsof AnalysSIS. ..o U 60
Sample Selection ... 61
Managersin Select Agencies................. P 61
Table5.1 Survey Respondents.................oo oo 62
Linking Evidenceto Conceptual Framework ...................ooo 63
Table 5.2 Linking the Conceptual Framework
To Evidence Collection ................... oo 63
SUMIMAIY .. o e e e e e e e 64
CHAPTER SIX - RESULT S avueirieisutiiorsassnserssesassassarntrsstsosannssnanncascsuas 65
LNt OTUCTI ON .. o e 65
Managers' Beliefs About The Efficacy of Organizational Change ......... 65
Frequency of Organizational Change ..................ccoocoi e 67
Table 6.1 Frequency of Organizational Change ..................... 67
Table6.2 Frequency by Management Levels..................... 67
Obstacles to Organizational Change ... ..... 68
Table 6.3Lega Mandates and Agency POI|C|esasObstac|es..... 69
Table 6.4 Obstaclesto Organizational Change ...................... 70



Table 6.5 Obstacles by Management Levels .. e T2
Managers Beliefs About Tools and Strategies to Effectlvely

Manage Change . .. 73
Managers Vaue Tools and Strategles to M anage Organlzatlonal Change 74
Table 6.6 Managers Perceived Need of Toolsand Strategies. .. 75
Table 6.7 Managers Value Tools and Strategies ... 76
Managers Use Tools and Strategies to Manage Organi zatlonal Change 77
Table 6.8 Managers Use Toolsand Strategies .. U

Table 6.9 Managers Agree Other Managers Use Tools
and Strategies .. 78
Table 6.10 Use of Tools and Strategles by Management Level 79
Research RESUIS ... ... oo 80
Table6.11 Evidencein Support of Conceptual Framework ......... 80
Summary and Observations .. . 82
CHAPTER SEVEN — CONCLUSIONS ....cioitirearonesenencitssrienmrntiasssneanse 84
INtrOdUCHION ... ... 84
CONCIUSIONS ... oo e e e e 84
Concluding Remarks ... 86
Bibliography ...... ... BT
Appendix A: Survey of HHS Managers .................ccc oo 91
Appendix B: Sample Letter ... ) e A
Appendix C: Structured Interview Questlons& Responses ................ 95
Appendix D: Proposal for Implementation of House Bill 2641 ............ 112

Appendix E: Memorandum of Understanding - HHSC & Agencies....... 131



ABSTRACT

The concept of organizational change provokes many questions for both scholars
and practicing public administrators. Inquiries such as*why and how organizations
change,” ""how often do they change,” and "what is the impact of that change on
employees” are some of the impending questions. Management acceptance of change is
a necessary step towards dealing with organizational change. The Texas House Bill 2641
(HB 2641). arecent legislative mandate, stimulates organizational changefor Texas Health
and Human Service (HHS) agencies. H3 264! assumes some level of organizational
change among al agencies comprising the HHS System, some of which are considered
significant.

Changes in organizations and ways in which managers effectively manage change
isthe focus of this Applied Research Project. A focused case study is the chosen research
methodology for an exploration into organizational change in HHS agencies. Survey
research is used to examine attitudes about the nature and impact of organizational change
across management levelsin these HHS agencies. The applied project explores how Texas
HHS managers at the executive and middle management |evels characterize organizational
change and its environment, and whether human services managers at varying levels value
and use tools and strategies to manage ongoing, and often mandated organizational change.

The study introduces the rationale of the efficacy of fundamental values, such as
shared meaning and purpose, and shared decision making among managers who are often
responsible for the successful implementation of organizational change. The research
findings indicate effective organizationa change depends not only on recognizing the

type of strategy employed during organizational change, but also on the actual use of



effective tools and strategies, and which tools and strategies are used for what purposes.
Successful strategic change, also, depends on the use of effective toolsand strategies
such as communication, cooperation and support between and among dl managers that
can be used to rectify any inefficiencies in work environments. In addition, it is important
to note differencesin perceptions of power between the two management levels

Recognizing these problems together isastart to effectively addressing them together.



CHAPTER ONE: INTRODUCTION*

Introduction

Constant change is an enigmathat occurs in organization structuresin health and
human service agcncies Organizational change identified by research runsthe gamut and
includes activities such as improving upon the old way of doing things, implementing a
new program that requires rearranging or dismantling old methods, and coping with ideas
of new leaders (Kleiner & Corrigan, 1989, p. 26). Management acceptance of change isa
necessary step towards dealing with change. Although conceptualizing the change
process may bethe initial step, many change initiatives are based on the ideathat change
isimposed most effectively through formal systems and structures

The concept of organizational change provokes many questions. Inquiries such as
"why and how organizations change,” "how often do they change,” and "what isthe
impact of that change on employees" are the impending questions for both scholars and
practicing public administrators. A changing agency has many faces:

e A single state agency with adistinct mission istremendously affected by a
recent legislative mandate requiring the relocation of it under an umbrella

agency that encompasses power, authority and jurisdiction over the single
state agency. [ Texas Juvenile Probation Commission, 1999]

e A newly appointed board of commissioners expands the scope of an
organization requiring it to revisit its mission statement and agency goals.
[Texas Interagency Council on Early Childhood Intervention, 1998]

" Author’s Note: | would like to sincerely thank Dr. Patricia Shields, Dr. Audrey McKinney. and Dr.
CeceliaR. Castillo for their continuing support Many thanksto my co-workers who supported this project;
to the HHS managers who were interviewed and shared their heartfelt experiences. and to those who
participated in the survey, without whose insights. the project would not be complete. | also wish to thank
my wonderful iricnds who provided warm, undying suppor during the Applied Research Project
accomplishrment,



e A different marketing strategy isembraced in order for a corporation to
successfully unveil a new product on the market. [Advanced Micro Devices,
19971

e A change in population demographics drives two agenciesto consolidate

their organizational operating policies and procedures. [ Texas Department
on Aging and Texas Rehabilitation Commission, 1998]

These are some examplesof internal or external forces driving change in organizations
today. Organizationsare chalenged to beflexible and adaptive in order to perform
effectively in the face of uncertainty.

During organizational change, high level decisions usually cascade to lower level
staff Top management staff typically identifies new organizational needs, while middle
management staff are often faced with the responsibility of implementing these changes.
The relationship between staff a the executive and middle management levelsis yet to be
fully examined. Given the dearth of literature related to thistopic, it is useful to perform a
study that examines the complexity of this relationship. This line of inquiry embodies a
compelling need to explore the extent to which managers at two distinct levelsin the
organization agree upon the nature of organizational change and share in decision-
making about organizational change.

Managers at al levels are often faced with the obstacles during organizational
change that may interfere with the promotion of clear and consistent messages (Mink.
1991. p 1). It isthe intent of this study to concentrate on obstacles to organizational
change, as well as the perceptions of managers concerning the value and use of a variety
of tools and strategiesto effectively manage change. Agreement betwcen and among
management levelsis indicative of group cohesion and should promote organizational

coherence. This study examines attitudes about features of organizational change across



management levels. In this way. evidence about agreement and disagreement should
emerge. The implications of agreement and/or disagreement should provide lessons for
implementation of change across state agencies in Texas.

From this perspective. exploratory research into the factors of organizational
change and how managers in Texas Health and Human Services agencies view and
manage organizational change is an important step toward promoting positive
implementation. Organizational change and ways in which managers effectively manage
change is the focus of this Applied Research Project. The nature and scope of this
empirical exploration takes into account the constantly changing environment within
which Texas Health and Human Service managers operate. The proposed study focuses
on the manner in which managers characterize organizational change, as well asthe ways
in which they contend with organizational change associated with the most recent
legislative mandate. Because this study links the pertinent literature with the observed
work environment, a more profound inquiry into organizational change and the
corresponding management behaviorsis possible.

The purpose of this research isto examine relevant issues and challenges of
organizational change' in Texas Health and Human Services (HHS) agencies.®> More

specifically, the research purposeisto (1) explore how Texas Health and Human Services

' "Organizational change™ "strategic change," and *'reorganization” are terms used interchangeably
throughout this research paper.

The Health and Human Services (HHS) agencies are public service agenciescomprising the Texas Health
and Human Services System as a result of the Texas Legislative House Bill 2641 (HB 2641). The HB 2641
placesthe Texas Health and Human Services Commission as the lead agency. The selection of
participating state agencies distinguishes only those umbrella agencies with no more than 300 employeces to
better assess the depth of perceptions and operational decisions. as well as differences or similarities in the
two management levels in smatler agencies. and maintain confidentiality These five agencies, therefore,
include the Texas Commission on Alcohol & Drug Abuse. Early Childhood Intervention Departinent on
Aging. Juvemnile Probation Cownunission, and Health and Huinan Services Commission.



managers at the executive and middle management levels characterize organizational
change and its environment. and to (2) explore whether human services managers at
varying levels value and use availabletools and strategies to manage ongoing, and often
mandated organizational change. Finally, an examination of the extent to which health
and human service managers at two levelsin the organization agree on the nature and
impact of organizational change and share in decision-making about organizational

change is included.

Case Study

This project isa case study of a specific technique to explore management of
organizational change The caseis stimulated by Texas House Bill 2641 (HB 2641). This
legislation mandates change in Texas Health and Human Services (HHS) agencies.

Survey research isthe primary research technique used in this study. Survey
research is used to gather data on the perceptions of organizational change and
management decisions of al managersin five Texas Health and Human Services
agencies Descriptive statistics are used to present the survey data.

Structured interviewsand participant observation are also employed to gain
support to the survey results about organizational change. A summary of the results of
both the survey and the structured interviews should show the level of agreement
between management levels about the nature and impact of organizational change and

share in decision-making about organizational change.

* For the purpose of this applicd praject. mauagers at the exeoutive level indudethe executivedirector,
buresu chief. branch deputy. Senior planner. or legd counsel. Middle managess inchsde the division or



Chapter Summaries

A historical context in which organizational culture serves as the background for
organizational changeis addressed in Chapter Two. In addition, a discussion about
ongoing, and often mandated, organizational change at Texas Health and Human
Services (HHS) agencies is provided. Finally, adiscussion of the nature of HHS
organizations, their missions, and their management structure is included.

Chapter Three provides further context for the organizational change literature,
which isused to formulate the conceptual framework used for the study. Organizational
change literature addresses why and how public and private organizations change. [n
addition. thischapter discusses whether managers in public or private organizationswho
are often responsible for managing change value tools and strategiesthat are needed to
manage organizational change. Furthermore, a discussion about whether these managers
use tools to manage ongoing and often mandated change isincluded. If thereis
agreement between these two management levels, it is assumed that there is group
cohesion that reflects organizational coherence.

Chapter Four provides a discussion of HHS managers as the respondents in
agencies that are affected by House Bill 2641 (HB 2641). A discussion of organizational
structureis also provided in this chapter. Finally, a brief discussion of HB 2641 as the
impetus for change is included.

Chapter Five addresses the methodology for the study. A discussion of the

methods used and the sampling technique are included.

department Maneger or director, or section supervisor



Chapter Six reports the results of the research and describes the related analysis.

Finally, Chapter Seven providesthe conclusions and recommendations, which can he

used by the HHS agenciesfor policy development and future research.

Table of Tables

Thefollowing is Table 1.1 that encompasses dl of the data chartsfor thisapplied

research project:
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6.4 Obstacles to Organizational Change
| 65 |Obstaclesto Organizational Changeby Management Level
6.6 ManagersPerceive Need of Tools & Strategies
6.7 ManagersValue Tools & Strategies
6.8 ManagersuUse Tools & Strategies
69 |ManagersPerceive Other Managers Use Tools & Strategies
6.10 |Used Tools& Strategiesby Management Level
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CHAPTERTWO: INSTITUTIONAL SETTING

Introduction

This chapter examines organizational culture® in Texas Health and Human
Services (HHS) agencies. A discussion about ongoing, and often mandated.
organizational change at HHS agencies is a'so provided. Finally, the nature of HHS

organizations, their mission, and organizational structure isexplored.

Historical Settiug
Texas Legislature

Asthe state's lawmaking body of the Texas Constitution, the primary function
of the Texas Legislature isto enact lawsto provide for the health, welfare, education,
environment, and economic well-being of the citizens of Texas (Texas Legislature
Online, 1997). Thelegislative process involvesthe drafting of bills for consideration
by the governor and voters, when necessary. Article 3 of the Constitution delineates the
authority of the Texas Legislature to consolidate governmental offices and functions by
specia statute (Texas Legislature Online, 1997). House Bill 2641 outlines the proposed
implementation of the consolidation process of specific governmental functions among

several health and human service agencies.



Reorganization in Health and Human Services

The proposed implementation of Texas HB 2641 isthedriving force behind
current organizational change at many state HHS agencies. Significant changes during
2000 to the organization design of the Texas Health and Human Services Commission’
(HHSC), aswell asthe participating agenciesin the Texas HHS system characterize

organizational change.

76" Texas Legislature— House Rill 2641

HouseBill 2641 (HB 2641) was passed during the 76" Legislative Session when
HHSC came under Sunset review. HHSC iscurrently undergoing major changes to enact
the consolidation of governmental functions mandated in HB 2641.

Thethrust of the Sunset Legislation, which continues through September 1, 2007,
increasesthe powers and authority granted to the Commission in certain key functional
areas. These statutory mandates require significant changesin (1) the organizational
design of the Commission, (2) the accountability relationships between the Commission

and the Agenciesf‘ and (3) the deployment of Commission resources.

* For the purpose of this ARP, culture isdefined asthe set of shared attitudes, values, goalsand practices
that characterize an organization. Culture is held together by shared meaning. aswell asa common purpose
that have a distinct rolein organizational structure. FOr exainple, See Maynard, et al.. 1986.

* The Texas Health and Human Services Commussion Will be referred to as both "HHSC" and the
""Cornmission” throughout this applied research project.

® The Agencies comprise the Texas Health and Human Services (HHS) System which includes: (1) Health
and Human Services Commission; (2) Department of Mental Health and Mental Retardation: (3)
Department Of Health: (4) Department of Protectiveand Regulatory Services; (5) Department of Human
Services. (6)Rehabilitation Commission:. (7) Commission on Ncohol and Drug Abuse; (8) Juvenile
Probation Commission: (9) Interagency Council on Early Childhood Intervention; (10) Department on
Aging; (11) Commissionfor the Deaf and Hard of Hearing; (12) Children’'s' Trust Fund: (13) Health Care
Information Council, and (14) Commission for the Blind.



HB 2641 contains many initiatives and directives related to organizational
change, including the combination of governmental offices and functions. HB 2641
assumes some level of organizational change among all agencies under the HHS
umbrella, some of which are considered significant. The proposed implementation of HB
2641 includes the creation of interagency workgroupsthat correspond to six areas of
functional authority referenced in the bill. The workgroups were appointed in July, 1999
and charged with four specific stipulations, asfollows: (1) identification of HHSC
statutory requirements, (2) review of pertinent governmental reportsfor a context of these
statutory requirements, (3) recommend organizational relationships between HHSC and
the Agencies that alow for the successful discharge of HHSC duties, and (4) recommend
resource allocation (see Appendix D). The process of implementing HB 2641 has created
aclimate of organizational change. Further, the workgroups mandate is a stimulus of
organizational change. Clearlv, managers operating within this climate should be ableto
provide insight about the process and coherence of organizational change in Texas Hedlth

and Human Services agencies.

Organizational Structure

An understanding of the evolving structure of the Health and Human Service
system presents a formidable challenge. The culture of the agencies and of the system is
also an important element of change in this structure. An exploration into the service
system atfected by specific legislation that is the impetus for organizational change

depicts new challenges.



Texas Health and Human Services System

The Texas Health and Human Services (HHS) System’ was created by HB 2641
during the 76" Texas Legislative Session. HHS State Agencies under this system have
the primary responsibility for the general health and well-being of the citizens of Texas
(TexasLegislature Online, 1997). These agencies provide an array of services based on
each agency's mission and goals.

Changesto the current structure are prompted to ensure the efficiency and
effectiveness of the state'sdelivery of health and human services. These major changes
include, but are not limited to, (1) new direction and management of the state agencies,
(2) key business functions, and (3) human resource responsibilities. The Commissioner of
HHSC assumes greater responsibility for the general oversight and direction of the HI1S
delivery system.

Thedirection and management of state agencies, aswell as the accountability
relationships between the Commission and the fourteen participating agencies isassured
through two executed Memorandaof Understanding (MOU) (see Appendix £). Thefirst
MOU between the Commission and the participating agencies clearly definesthe
policymaking authority of the Board/Commission and the operational authority of the
Commissioner. The second MOU between the Commissioner and each executive director
or commissioner specifies activitiesinvolved in the hiring and supel-vising of agencies
directors or commissioners, and the performance evauation of these directors or

Commissioners.

The Texas Health and Human Services Svstemn comprises the fourteen slate ageucies listed above.



The legislature expanded the role of HHSC in certain key business functions. The
administration of these key functions with participating agencies is conducted through the
work of assigned interagency workgroups, which corresponds to six areas of functional
authority referenced in the bill. These six areas address general business functions and
requirements, as well asthe coordination and implementation of service planning,
procurement, delivery, and information technology.

HHSC is. also, granted the power to allocate agency human resources. The
allocation of human resources may be initiated within and among al state agencies under
the HHS umbrella. The intent of the human resource allocation isto provide sufficient
resources to effectively carry out the functions of HHSC for the state's delivery of
services (Texas Legislature Online, 1997). Within human resources management are
policymaking responsibilities that govern the delivery of services to persons, famnilies and
communities who are served by each agency, as well asthe rightsand duties of persons

who are regulated by that agency (Texas Legislature Online, 1997).

Organizational Culture

Kleiner and Corrigan (1989) suggest core themesthat pertain to the role of the
culture during reorganization: (1) clarification and articulation of valuesis crucial to
turnaround process and acceptable modes of behavior; (2) old values are preserved as
new ones are added; and (3) traditional morality and values play a role in turnaround
situations (p. 28-9). Organizationa culture provides a backdrop for exploring the interna

procedures of state agencies.



Imbedded within organization structure isthe organizational culture." Culture
implies that human behavior is partially prescribed by a collectively created and sustained
way of lifethat is shared by diverae individuals (Van Maanen & Barley. 1985, p 31-2)
Shared meaning and common purpose in the organizational structure provide the glue
with which agencies function. As each agency's sustained "way of life" beginsto change,
so will the practices and behaviors of its members. For example, the tasks and
dependencies of ECI on HHSC dictated by HB 2641 will likely change asECI interacts
more with HHSC and other state agencies. According to Van Maanen and Barley {1985},

the structuring of an organization into work roles influences patterns
of interaction found in organizations. Differential interaction among
an organization's membership may reflect physical proximity. the
sharing of common tasks or status, dependenciesin the workflow,

demands made by some members on others, and even accidents in
history (p. 37).

HB 2641 has the potential to influence organization culture in al the affected
agencies because HHSC has new monitoring responsibilities. This change in the new role
of compliance by these agencies influences culture. For example, joint planning and
coordination is now expected of all participating agencies mandated by this new
legislation. In addition, HHSC now has the power to select the top leadership in al the
umbrella agencies. Clearly wholesale change in leadership can influence organizational
culture. As organization culture becomes a variable in the organizational change scheme.
joint activities will take the shape of the new direction and management instituted by

HHSC’s expanded authority

® Cultureis defined asthe set o shared dtitudes. vaues, godsand practices that characterizesan
orgaruzation. Culture is the alutudes. values. gods and practices held together by shared meaning. as well
asacommon PUrpoe that have a distinct role in organizetiond structure. For example, sse Maynard, et a/..
1986.



Like organization culture, the identity of an organization presents an important
discovery in the process of reorganization. Poole (1998) claims that organization identity®
is constructed through the actions of |eaders and members of the organization (p. 47).
Furthermore, the actionsthat are constructed by the leaders and members are related to
critical incidents (p. 47). Organizational change isacritical incident that links the actions
and behaviors of top and middle managersto the organization identity. Asagencies
undergo changes of HB 2641, the organization identity will reflect these changes as well.

Poole (1998) also assertsthat conceptua frameworks, such as organizational
climate, culture, and identity. provide organization members with the attributes of the
organization that become institutionalized and shape organizational cognitions'® (p. 46).
These cognitions will be affected through the process of change upon implementation of
any new legislation.

Kleiner and Corrigan (1989) suggest that culture and strategy are linked together
to bring about shared values which convey desired needed changes (p. 26). As
reorganization mirrors the new strategy. the culture of the existing agency linksto this
new strategy evolving into anew or expanded culture.

New cues that influence behavior cause interactions in an organizational model
that influence outcomes and individual development (Kleiner & Corrigan, 1989, p. 29).
Hence, organizational structure, identity, and culture of organizations demonstrate ways
in which organizations operate by virtue of behaviors and decisions of both employees of

the organizations and their managers.

? Organization identity is the essence of an organization that presents an enduring character of an
organization. For examplc. see Poole. 1998.

' Cognitions arc representations of awareness. knowledge and perceptions of organizational members asa
wholc For example. see Poole. 1998



The process of organizational changeislikened to anew painting: the depiction
(new vision) isconveyed through contrasted shades, colors, and shapes(words and
deeds) that arelogically and systematically portrayed (transmitted) onto a canvas (HHS
system) resulting in the new art work (reorganization). While both thefinal art display
and the latest reorganization have similar aims or products, the processes often appear
dissimilar. Onthe one hand, the painting usually occursin a moderate, deliberate, and
methodical way so that the ultimate image isaccurately portrayed. On the other hand,
reorganization ofien seems swift, unorganized. and rigid to achieve the best outcome.
Organizational change, therefore, should reflect shared meaning, values and purpose
among managerswho are often responsible for the successful implementation of
organizational change. Aschangeisinitiated, the previous knowledge held by individual

agenciesand their managers resonates new knowledge.

General Themes

Inorder tolearn about the nature of organizational change at these agencies and

the impact of HB 2641: interviews"* were conducted with ten mamagers.I2 M ost managers

"' The structured interviewswere employed to set the stagefor the survey. The swdy depends primarily on
the survey results that are supported by general themesderived from these interviewswith the managers.
Respondentsfor this research included one executive manager and one middle manager or director in each
of the five state agenciesfor atotal of ten interviews. The structured interview was veluntary, confidential.
and contained 12 open-ended questions(see Appendix ). The first question asks respondentsto identify a
current position assigned at the time of the interview. The remainingquestions relate to ** concepts”
reflectedin the working hypothesesin the study. These concepts includeorganizational change
environment. frequency of organizationa change. obstaclesto organizational change. managers
perceptionsof the value of toolsand strategies,and managers, and perceptionsof the use o toolsand
strategies.

'* A total of ten managersfrom both the executive and middle management levels participatedin the
structured interviews. The positions of these diverserespondentsfell under the three broad areas including
(1) human relationsandior resources. (2) staff or agency oversight and management. and (3) planning,
development and/or reponing. All respondentsappeared to be very open and honest in their responses.



claimed that their agencies experienced organizational change at least one time per
year. In actuality, the majority (eight) of respondents reported that their agency
experienced organizational change more than once per year. One respondent claimed
"We are experiencing change right now." Another respondent indicated "It's forever
evolving™ and a third stated the agency started changes in the previous year and is still
continuing.

A magjority of the managers recognized HB 2641 as a source of change in their
agency. Most of managersrecognized that this legislation brought additional
organizational change. Most issues or challenges introduced by HB 2641 related to their
role in providing new direction and leadership, and developing a clear vision for their
agency, as well as allocating human resources. Only one agency manager responded that
their agency is not yet ready to deal with HB 2641. In addition, all but one manager felt
their jobswould change tremendously due to recent organizational change.

Most managers had surprisingly similar responses to the question of the value and
the use of tools and strategies. All managers claimed to value a variety of tools and
strategies to manage organizational change. In addition, most managers use skills,
knowledge and learned strategiesto manage organizational change (see 4ppendix ).

Managers discussed the need for new automation, management or technical skills.
identification and allocation of resources, and improved communication across agency
divisions and functions in order to appropriately respond to the requirements of HB 2641

Most respondents felt somewhat anxious, but prepared for the changes.

Maret han half of the respondentsexpressed concern about thenidentity bang disclosed and were assurn

anonymity




CHAPTER THREE: ORGANIZATIONAL CHANGE LITERATURE

Introduction

The purpose of this chapter isto examine the issues and challenges that are
relevant to organizational change" and the role of managers in organizational change.
This chapter explores why both public and private organizations find it necessary to
change. In particular, this review chapter examines (1) the organizational change
environment, (2) the frequency of organizational change, and (3) the factorsthat restrain
organizational change. 1n addition, this literature review explores whether managers in
organizations value and utilize tools and strategies to manage organizational change.
Finally. the literature review will focus on the extent to which managers at various levels
in the organization agree upon fundamental valuesimplicit in organizational change and
share in decision-making about organizational change. This chapter sets a foundation for
further inquiry into the change process and explores how organizational changeis

perceived and managed at varying, but interdependent levels of management.

Organizational Change Literature

The topic of organizational change has provoked dehates in contemporary studies
(Baker, 1998. p. 397). Debates about reorganization draw attention to the manner in

which organizations change and why they change. The distinctive character of strategic



change, however, remains significantly under-studied because 'the nature of processes
used to launch a strategic change effort has not been well-articulated™ (Gioia &
Chittipeddi, 1991, p. 433). Strategic change involves altering the current modes of
cognition and action by the organization's membership to enable the organization to take
advantage of important opportunities or to cope with consequential environmental threats
(Gioia& Chittipeddi, 1991, p. 433). Organizational change literature, therefore, is a
some level incomplete. Most of theexisting work on reorganization is either conceptual
or anecdotal {Conant, 1986, p. 48). In addition, empirically based studies of bottom line
results of reorganization are aimost nonexistent. Consequently our knowledge of the
effects and consequences of reorganization remains limited (Conant, 1986, p. 48). Given
the dearth of empirical research on the organizational change, an exploration into the
factorsthat influence organizational change and the role of managers in facilitating

organizational change is definitely caled for.

Organizational Change Environment

Raker (1998) suggests environmental characteristicsin organizations that are
experiencing change include complexity and changing factorsthat are circumstantial (p.
403). The complex factors found in changing environments are recognized in today's
literature as prominent conditions attributed to organizational change. Theories of

organizationa change, for the most part, transcend sectored boundaries such as public

" “Organizational change,” "Srategicchange” and “reorganization™ are terms usad interchangesbly
throughout this applied research project.



and private. Shiftsin the principles of organization structure associated with organization
and management theory, as well as public administration. and bureaucratic theory have
occurred (Mohr, 1982, p. 103). Overriding principles changed focus from controlling
internal activities to managing external constraints (Mohr, 1982, p. 103; Whetten, 1981,
p. 1). Asthe focusto organizational change continues to shift, so does the organizational
environment.

Boekcr (1997} posits that organizational research indicates avariance in the
extent to which researchers adopt an adaptive or inertial view of strategic change (p.
152). Boeker notesthat the basic difference lies between a straregic adapration and a
preservation of strategy (1997, p. 152). According to Boeker (1997}, strategic adaptation
involves the role of managers in monitoring environmental changes and modifying
organizationa strategy (p. 152). If a moreinertial view of strategy isemployed, the
general tendency isfor strategy to be preserved rather than radically changed (Boeker.
1997, p. 152). If applied to the real world, this variance between an adaptive and an
inertial view of strategic change suggests a difference in the management responses to
organizational change and its environment.

Nadler and Tushman (1999) view strategy as an open system that transforms input
from the external environment into an output of varioustypes (p. 49). The organization
consisting of formal and informal arrangements, the people, and core work isdriven by
an asticulated strategy (p. 49). Theimportance of strategy in both private and public
organi zations represents the dynamics of change. The consequences of and solutions to
organizational change seem similar in both sectors, even though the main causes of

organizational change may vary.



Previous research on management responses to organizational change spans
varied ideology concerning reorganization. Organizational change and its environment
depend upon the managers' beliefs. Managers tend to seek an understanding of the
factorsand conditions involved in strategic change (Gioia & Chittipeddi, 1991, p. 435).
Managers, therefore, are notional™, aswell as perceptive'® about organizational change
and itsenvironment. Thefirst general assumption for this research reflects this view:

Working Hypothesis | :

Managersin both public and private organizations have beliefs
about the efficacy of organizational ckange and ity environment.

Potential factorsin both public and private organizations that influence managers
beliefs about organizational change have been examined. These factors are important
regardless of whether they reflect a strategic adaptation or a preservation of an existing
strategy. These two opposing views of strategy represent the issues and challenges facing

organizationstoday.

Public Sector Environment

Conant (1986) posits that state government reorganization efforts are frequently
launched to curtail wasteful or unnecessary spending and yield large savings (p. 49).
Conant also claims that reorganization efforts were conceptualized as structural change.
The focus of the structural change was to rationalize an administrative structure or to
improve government performance (1986, p. 49). Developing improved systemsis an

example of a structural change. Organizational change in public agencies is, therefore,

" Notiondl is meant as the ability to ebserve. underdand and discern the organizetiond envirenment
"* Perceptive mearsto being rationd. sensible, ad astute in daily matters.



often regarded as the remedy prescribed for the ills identified, and the anticipated results
are big savings and improved service delivery"® {Conant. 1986, p. 48) Little evidencein
the public sector literature, however, supports claimsthat reorganization can reduce
overall expenditures because when savings occur, new programs are often added”’
(Conant, 1986, p. 55).

A potential factor examined in public organizations, particularly Health and
Human Service agencies, and found to influence managers' beliefs about organizational
change isthe changing risk factors of populations served. Improving service systems that
are responsive to the multiple needs of personsat risk. also, influence these beliefs.
Client-driven systems identify and address client needs through appropriate programming
and service responses { Agranoff, 1991, p. 553) Systemsthat are client-driven area
product of public agenciesthat are generally responsible to federal, state or local

governments.

Private Sector Environment

Organizations changefor many reasons. Nevertheless, most organizational change
isstimulated by external factors. In the private sector, most organizational redesign is
propelled by the pursuit of competitive advantage in an uncertain world. Technological

change over the past 20 yearsisjust one example of dramatic environment change

'® Theauthor uses concepts d economic savingsand effectiveness in servicedelivery which primarily
concern human service agencies. The author poses questionsabout using reorganization in governmenta
agenciesas an effeclive tod for reducing costs of government or budget deficits, and for improving
governmental performance. FOr example. see Conant, 1986.

" The cyde df reinvesting cost savingsappears routinized in public organizations, such as Sate
governments. This experienceisderived from thedemand for nesded servicesby clicnts, as welt asfrom
statistical reports required by funding sourceswho in turn use the statistics to generate new priorities. The



(Nadler & Tushman, 1999, p. 45). Thisenvironmental change factor has been examined
and found to influence the performance of organizations, as well as of managers. For
example, past research indicates that poor performance'” acts as a catalyst to
organizational change when managers take actions in response to a decline in
performance(e.g.. profits) (Roeker, 1997, p 154). Actionsthat aretaken by managers are
often in relation to organization design. Nadler and Tushman (1999) advance four basic
lessons of organization design in response to environmental change conditions(p. 46):
1. Theenvironment drives the strategic architecture of the enterprise,
either through anticipation of, or reaction to, mgjor changes in the
marketplace.
2. Strategy drives organizational architecture, aterm that describes
the variety of ways in which the enterprise structures, coordinates.
and manages the work of its people in pursuit of strategic
objectives.
3. Therelationship between strategy and organization design is
reciprocal.
The accelerated pace of technological change that exists in every industry also has
produced a pervasive demand for continuousinnovation (Nadler & Tushman, 1999, p.
46)
Environmental changes in private businesses act asforces that drive organizations
toward change and arise in responseto industry discontinuities, product life-cycle shifts,
and internal company dynamics (Kleiner & Corrigan, 1989, p. 27). Some scholars

emphasize the potency of reorganization as asymbolic tool that chief executives can use

to manipulate public opinion {Conant, 1986, p. 48). Others stressthe value of

reinvesting cycle isaso driven by variousinterest groupsthat oy governmental entities thet repond
with other priorities specifically for those groups that lobbied them.



reorganization as atactical vehicle for limiting or enhancing individual or group access to
the decision-making process (Conant, 1986, p. 48). Organizational change literature aso
describes what usually occurs when executives initiate change. For example, Poole
(1998) postulates that

when radical shifts are proposed by top management, a mental

shift for organization membership in which procedures, customs,

and myths that have become the cumulative knowledge about

action-outcome relations in the organization will be subject to
change (p. 45).

In order to address the consequences of a changing environment, managers in
organizations assess their internal strengths and weaknesses and recognizetheir external
opportunities and threats™ (Mink, 1994, p. 37). By doing so, organizations can
strategically gain a competitive advantage in arapidly changing market (Heizer &
Kender, 1996, p. 44). As organizations interface more with the external world, they are
better equipped to control the uncertainty of environmental exigencies (Whetten, 1981, p.
1). The better the internal controls and the ability to respond to external difficulties, the
better the organization's capability to engage in organizational change efforts.
Organizations undergoing frequent and drastic environmental changes are in desperate
need of effective approaches and strategies.

Formal and informal organization structures™ in both public and private agencies

also affect reorganization because of what they represent and how they operate in

'* Performance is specific to the organization rather t han individuals in the organization, and is related to
effects that are direct and interactive. For example, see Boeker, 1997.

'* Also known as SWOT Analysis. both public and private organizations conduct these types of analysesto
better deal with organizational change. For example, see Mink. 1994; Heizer & Render. 1996.

¥ Formal and informal organizations are an important consideration. A forial organization includes the
systems. policies. rules and regulations that express what the relations of one person to another are.
Informal socia organizations or groups include theindividual's values and rules of social behavior that arc
determined by that individual’s membership in that group. Informal groups are formed becausc they satisfy
human needs. help solve work problems. For example, see Hussein. 1989.



organizations. These formal and informal arrangements exist in every organization and
are considered units in which work decisions and judgements are reached (Hussein, 1989,

p. 10). Organizations must consider both of these structures during reorganization.

Why Public Sector Organizations Change

External factorsthat contribute to organizational change in the public sector can
be viewed astwo main segments (1) client-oriented indicators, and (2) governmental
eventsinfluenced by political pressures These external factors represent rea-life
demandsfor organizational change that often conflict. Organizational change
management is most challenging under these circumstances because managers must

negotiate competing demands

Client-oriented Pressures

Pressures driving change for public entities include changes in program strategy,
and the need to better coordinate services and maximize limited resources (Agranoff,
1996, p.11). Program strategy, as noted earlier. relates to organization and the
management of its people (Nadler & Tushman. 1999). Structuring an organization design
to best meet the needs of multi-problem clients requires innovative ways in which
governments manage human service programs (Agranoff, 1996, p. I 1). Seeking solutions

to client-oriented pressures begins with top management. Agranoff (1996) posits that



management, most importantly. includes: (1) increased ability to

understand and use resources; (2) more efficient, but not necessarily

economical, management, including both policy management and

administrative services; (3) flexibility in access, both to joint

development of a problem-oriented focus and to clients’ ability to

get a wider range of services, and (4) afocus on problems rather

than services (p 14).
Management hasthe responsibility toidentify solutionsto client access and efficiency of
services issues, as well asensure the provision of awide range of services. For example,
the direction, guidance, and policy making for the children's health insurance program
will require operating agencies to interface and streamline functions between agency
units (Texas Legislature Online. 1997) These responses by management undoubtedly
drive public agencies toward organizational change

Many public organizations modify their current environments to achieve amore

efficient service delivery system driven by client-oriented pressures. Some of these

examples of the modifications include a consolidation®' of services. interorganizational

. . . . . zZ
implementation,”® and interagency coordination

Governmental Events Influenced by Political Pressures

Organizational change in public agenciesis, also, prompted by events in

government such as new mandates, revised legislative laws, and reorganization of

*! Consolidation implies the transferring of all or most administrative and program authority of previously
autonomous programs into a new agency. For example, see Robert Agranoff, 15%6.

" Interorganizational implementation occurs when two or more organizations coordinate together to
achieve a mutual goal such asimplementing a shared policy. For example, see O*Toole 8 Montjoy, 1984.
* |nteragency coordination is mother method that has been employed by state and |ocal organizations inan
effort to improve efficiency of needed services. Coordination isfairly common in public agencies due to
differences that grow out of clashes in statutory missions or different legitimate mandates. Coordination
can bc attained in the absence of hierarchy and through forinal agreements Coordination efferts have



inefficient bureaucracies (O’ Toole & Montjoy, 1985; Conant, 1986). An inefficient
bureaucracy isacommon target of politicians during an election year. Inefficient
bureaucracies slow down effective management practices. The frictions that slow down
good management at the local and state levels, however, have little to do with party
politics (Barrett & Greene, 1999, p. 76). While many of the obstacles on the surface
appear to be battles between Democrats and Republicans at the federa level, the
underlying differences go beyond partisan politics (p. 76)

Disputes have shifted from Republican versus Democrat to executive versus
legidative (Barrett & Greene, 1999, p. 76). In government management, power translates
into control and controlling governmental or legislative agendas usualy results in
mandates that instigate organizational change. Debilitating struggles occur between the
executive and legislative branches. For example, in 1994, an electoral defeat in the House
and Senate resulted in apolicy reversal on health care, ending the unified control of
Congress and the presidency (Loomis, 1996, p 173). Party politicsin control reflected
Republican unity in opposition of many Clinton initiatives during 1994 (Loomis, 1996.
p. 173). Consequently, public sector organizations, such asthe Health Department, are
affected by these final health care reform decisions.

Modern political scientists think of reorganization as a political tool rather than an
administrative strategy (Conant, 1986, p 48). Although the legislature has the power to
make final decisions about measures, for example. political agendas are advanced over
what and how much gets measured (Barren & Greene, 1999, p. 76). For instance, the

TexasL egislative Budget Board (LBB), one of the state's central authorities, requires

promising results for attaining shared goalsand interests. Whether the organization isformal or informal.
For examnples, see Frank Baker, 1991; Jennings. 1998.



each health and human service agency to report on its outcome measures for the
biennium during the legislative session. Agencies ofien fear that the power of the LBB is
used to intimidate them into producing unrealistic measures that satisfy legislators rather
than client service needs (Barrett & Greene, 1999, p. 78). When agencies produce such
measures, they are eventually held responsible for something they think is unreasonable
or which they feel is not reflective of the true population needs. Thus, agencies are not
moving as quickly at developing outcome measures as the legislature would like (Barrett
& Greene, 1999, p. 78). Another example of the promotion of political agendasis
hypothetically when a hill isintroduced by a senator as away to respond to his
constituents. and the bill requires two state agencies with distinct missionsto merge
(Texas Legislature Online, 1997). If the bill isadopted. the result is the consolidation of
these two agencies. The organizational change reflects the views of one senator's wish
over the needs of the specific populations previously served by these individual agencies.
Changing agencies must cope with ongoing and often difficult political pressures, and

must balance that with the overall purposes and missions of the agencies.

How Organizations Change

Research shows that the organization's internal environment shiftsin various
ways when change is initiated. Existing patterns are often disrupted and thisresultsin a
period of uncertainty and conflict (Isabella, 1990, p. 8). Kleiner and Corrigan (1989)

clarify this point.



All change begins with perceptionsor experiences of some
environmental threat, loss or opportunity, and whether an
organization successfully addresses these issues. This depends
on where it (the organization) isin its life cycle and how
significantly the perceived threat will impact the organization

(p. 25).

Isabella (1990) describes organizational responses to events as specific organizational
and managerial actionsor activities (p. 7). Analyses of organization reforms have tended
to either concentrate on practicality of the specified changes or to focus on the political
and organizational environments that resist those changes (Teasely & Ready, 1981. p
261
Organizational change can have a full range of effects and consequences on the

organizational environment regardless of the action the organization takes. If the
organization decides on strategic adaptation, it is faced with an array of possible types of
organizational change. Kleiner and Corrigan (1989) assert that

types of organizational change involve (1) developmental (improving

old ways of doing things), (2) transitional (implementation of a new

state and requires rearranging or dismantling old methods), and (3)

transformational stages which are the most profound and traumatic.
and are driven by shifts in strategy (p. 26).

On the one hand, the characteristics of organizational change can take the form of a
simple improvement or a minor adjustment of existing methods or procedures. On the
other hand, change can produce a major modification of the organizational mission,
components, and procedures. Actions that are typically associated with organizational
transformation include changesto (1) organization strategy, (2) personnel changes (at the

top), and (3) revisited organizationa strategies (Poole, 1998, p 45)



To illustrate changes to organizarion strategy in public agencies, an organization
facing a new mandate related to a consolidation of functions with another agency will
experience a shift in organization strategy. Organization strategy, according to Poole
(1998), operates from cognitive structuresthat are considered to be part of an
organization identity (p. 47). The cognitive structures provide a sense of organizational
purpose (Poole, 1998, p. 47). Upon changesto organization strategy, the actions
associated with organization transformation can drastically modify the existing
environment. Policies and procedures, as well as personnel considerations related to the
consolidation of functions will need to be developed and implemented by the performing
public agencies.

Similarly, private companies are now focusing on the specific valuethey are
providing for specific customers (Chawla & Renesch, 1995, p 77). Vaues change as
customers' interests change, and customers are interested in a variety of choices of goods
or products and services provided by private companies. Thus, as values change, so does
the company's environment. According to Heizer and Render (1995),

strategies change for two reasons:. (1) strategy is dynamic within the
organization because dl areas of the company are subject to change,
and (2) changes may bein avariety of areas including purchasing.
finance, technology, and product life (p. 43).

Poole (I 998) assertsthat personnel changes are actions that are also associated
with organizational transformation (p. 45). Organizational transformation affects
personnel by altering power and status, as well as revising interaction patterns (Poole,

1998, p. 26). Change in power and status in management involves a shift in beliefs and

* Transformational changeinvolves reformed 1nission and core values, altered power and Satus
reorganization. revised interaction patterns. and new executives. For example, see Kleiner & Comigan



customs in the organization. Drawing from Peter Blau's (1955) social structure theory,
Van Maanen and Barley (1989) posit that interpretations, values, and elaborate
behavioral rituals shape the manner in which organizations perform (p. 45). The
interpretations and behaviors of the employees set the foundation for the transformation.

Revised patterns of interaction deal with employee beliefs, values and behaviors.
Examining these employee attributesis similar to the study of interpretation and meaning
systems. The study of interpretation is of fundamental importance to the study of strategic
change (Gioia& Chittepeddi. 1991, p. 435). Individual behavior, according to Kleiner
and Corrigan (1989) links organizational change and subsequent outcomes (p. 25).
Employee values, beliefs, assumptions, and perceptions, thus, influence organizational
behavior that links organizational change and outcomes.

As a consequence of organizational transformation, the cognitive structures,
human resources, and the organizational environment as a whole, in both public or
private organization. are profoundly changed. Changes such as a new focus on customer
desirability, the latest mandate from a state legislature, or organization reforms are
examplesof internal and external forces behind these changes. While studies of the
strategic change characteristicsremain limited. the only certainty in the dynamic nature
of change isthat uncertainty will be the norm (Gioia & Chittipeddi, 1991, p. 433). Both
public and private organizations, therefore, must deal with not only the unknowns

concerning change, but the recurrence of change, aswell.

1989,



Frequent Organizational Change

Organizational change is likened to a constant state of affairs. Managersworking
within public organizationsthat change frequently may sense that soon after a new
mandate isimplemented, another one will come along. There are severa reasons for the
fast pace of change. "Business is changing f r o m the sociocultural forcesdriving
demands for a meaning-rich worklife and from the economic pressures leaving American
industry with marginal profits” (Chawla & Renesch, 1995, p. 101). Chawla and Renesch
(1995) posit that "in industry after industry, power is systematically shifting away from
those who produce goods and services towards those who buy and consume goods and
services" (p. 73). A systematic shift toward a new strategy impliesa regular, ongoing
change process. Whether this systematic shift occursin public or private organizations,
these events suggest that reorganization is arecurring theme.

Research on the frequency of organizational change reveals a dynamic versusa
static environment™ that is observed and interpreted in organizations. Managers' beliefs
about the frequency of change are often derived from theoretical inferences, as well as
practical situations. The frequency of organizational change is one of many conditions
which managers seek to understand through a sense of the organization's internal and
externa environment (Gioia & Chittipeddi, 1991, p. 434). When managers acquire an
understanding of the change environment. managers gain a sense of a strategic change

process that can occur and be supported.

= A dynamic environment reflects frequent and constant organizational change occurringat least once
per year affected by internal and external factors, whereas, a static environment remains constant and
likely reflects a preservation of organization straiegy.
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Working Hypothesis 1a:
Managersin public and private organizations have beliefs about
thefrequency of organizational change.

The dynamics of changing businesses play a mgjor role in the frequency of
change in the private sector. For example, shiftsin product life cycles create strategic
change. Strategies tend to change as products move through their life cycle, and
successful product strategies require determining the best strategy for each product based
on its position in the life cycle (Heizer & Render. 1995, p. 198). Furthermore, most
changes are initiated within stages of a (product) life cycle (Kleiner & Corrigan, 1989, p.
26). The frequency of change for a product life cycleis, therefore, dictated by the
position of the product in the life cycle stage. The life of a product. therefore, depends on
market trends and the best strategy possible.

Nadler and Tushman (1999) posit that rapidly accelerating change isa significant
implication of environmental change (p. 48). The heightened speed at which change
occurs affects several factorsin the change environment. For instance, thelifespan of a
product, and the process and distribution technologies are greatly affected by the timing
and distribution of new products on the market {(p. 48). Another critical issue identified
by Nadler and Tushman (1999) isthe time and its rapidity warps organizational time and
space (p. 48). Both the time factor of products and the time constraints in organizations
should be congruent. A third pressure for change comesfrom the demands to compete
and innovate simultaneously in multiple venues and in overlapping time frames (p. 48).
To effectively meet these demands, organizations need to find creative ways to design

and implement new organizational architecturesin half the time (Nadler and Tushman,



1999, p. 48). These factorsgive credenceto the notion that changesin private
organizations occur frequently.

Change in public entitiesis often a product of changing legal mandates (O Toole
& Montjoy, 1985; Agranoff, 1996). External responsiveness in an organization comes
from the continuous interchange of activities, data, and energy with the other systemsit

serves or depends upon (Mink, 1994, p. 18). The open organization model,*®

as an
example, demonstrates a framework for change and presents a useful way to evaluate the
current status of any organization (Mink, 1994, p 1). The model pinpoints areas for
growth and reflects the increasing necessity to deal with imminent organizational change
and the presenting obstacles (p. |). Agencies that utilize management practices based on
concepts of “open” rather than "closed” organizations are better equipped to dea with
change. Open organizations also characterize shared valuesand purpose that demonstrate
alignment between divisionsin the organizational systemswithin it (Mink, 1994, p. 1).

Kleiner and Corrigan (1989) advance the notion that a sudden drastic changeis
desired over a piecemeal approach because an approach that is delivered in fragments
creates individual resistance to change and organizational inertia(p. 27). As

organizations impose change. organizational structures will no longer institutionalizc

stability, rather they will institutionalize change (Nadlcr & Tushman, 1999, p. 48).

%% Open organizations reflect a healthy work environment and productive organization in which individuals
operete from a symptom-free Perspectiveso thar it can self-manage. self-directand menegethe externd
world effectively and efficiently. Characterigicsof an open organization suggest dementsof cooperation,



Obstacles to Effective Reor ganization

A range of obstacles to effective organizational change has been recognized
through research. 1n public entities, these obstacles may include an ineffective response
to new mandates, outdated procedures. internal control problems, and hierarchical
settings. In private companies, the obstacles may reflect a myopic organization, the
utility of a piece-meal approach to rapidly accelerated change. inflexible management,
and organizational inertia. Managers search to comprehend the changing environment,
and in doing so. are aware of these obstacles that exist within organizations and with
which thev must contend.

Working Hypothesis | b:

Managers in public and private organizations believe they operate
within an environment that creates obstacles to organizational change.

Mink (1994) postulates that managers face obstacles during organizational change
that interfere with the promotion of clear and consistent messages (p. 3). Several factors
make organizational change and its processes challenging. Political resistance and vested
interests within an organization are examples that cause organizational changeto be
difficult (Boeker. 1997, p 152) Political pressures and their accompanying resistance are
asource of disruption in organizations As noted previously, underlying differences
between ideology that go beyond political struggles are barriers to progress (Barrett &
Greene, 1999, p. 76). Resistance to political pressure, for example, comes from a control
factor in legislative agendas that often produce obstaclesin organizations, in general, and

in bureaucracies, in particular. Public agency managers working inside have a sense of

openness. shared vaues & purpose communication, flexibility, & action-orientation.Closad organizations



capabilities and limits Insightsinto the capability and capacity of an organization are
seemingly ignored by politiciansas they change policy and bureaucratic missionsor
legislative agendas. Understandably, differences in perspectivesabout the capabilities of
public bureaucracies often cause state agencies to resist in producing outcomes, if
outcomes demanded by a state central authority are viewed as unrealistic or
unachievable. The dissonance in perceptions about agency capabilities and goalsis often
an obstacle to progress.

Jennings (1998) positsthat hierarchical settings create control problems that lead
to constrained performance and limited coordination (p. 418). In addition, Conant (1986)
postulatesthat bureaucracies that reflect hierarchical settings are often regarded as
environments with barriers to reorganization (p. 48). Factorsinherent in bureaucratic
organizations® limit the willingness and ability of agenciesto respond to new mandates
(O’Toole and Montjoy. 1982, p. 491-2) lronically, a bureaucracy's inefficiency can bea
force that contributesto a mandate for organizational change (Conant, 1986. p. 48;
Jennings, 1998, p. 418).

The influence of managerial characteristics playsa part in the outcome of
organizational change (Boeker, 1997, p. 152). Asindicated by Boeker (1997),
organizations are constrained in their ability to adjust to changes if they apply a more
static view of strategy rather than a strategic conversion (1997, p. 152). Boeker also
claims astop management structures remain stable, the less flexible and the more

insulated they become over time (1997, p. 152). An inertial view of strategy seems more

connote the opposite; are rcferrcd to as "bureaucraticorganizations””  For example, see Mink, 1994.

** Bureaucratic organizationsare defined as"'dosed” organizations or environmentsin which the structure
IS pyramid-like, hierarchicdl. rigid. Satic, ritudisticand primarily operates under rules. laws and
procedures. For example. sce Mink. 1994,



consistent with an inflexible and static management. In addition, chief executives and top
managers are less likely to deviate from earlier courses of action, especially when change
involves organizational strategy (Boeker, 1997. p. 152).

The organization's culture, whether in public or private organizations, has
essential attributesin its structural propertiesthat can also affect organizational change. If
the culture incorporates a fixated strategic myopia,”‘ it creates a barrier to organizational
change (Kleiner & Corrigan, 1989, p. 28). The inability of managersto respond to

emerging obstacles reflects a lack of effective approaches to organizational change.

Toolsand Strategies

Understanding and managing organizational change involvesidentifying and
employing the right tools and strategies. According to blink (1994), adiagnostic review
of an organization provides a comprehensive analysisof interna procedures, aswell as
conflicts about its future direction (p. 47). The diagnostic review is especially useful
when new leaders have a desire to take new approaches to meet new demands (p. 47).
Leadership functions include building a shared purpose and developing a climate of trust
(Mink, 1994, p. 128). Quality relationships are developed through healthy people who are
capable of nurturing relationships based on quality relationship components®” and are

open to learning and changing (Mink, 1994, p. 101).

** A fixated Srategic myopiais meant asachronic lack of foresight in Srategic change

* Quality rdlationship components are bessd on four growth processes: trusting (givingand receiving
acceptance), opening {giving and rccciving truth), realizing (giving amd receiving power), and inter-being
(giving and receiving freedom). For example. See Mink. 1994,



Management and reorganization literature identifies a variety of effective tools
and strategies. For instance, Isabella positsthat as change unfolds, managers must
identify resistances occurring during change, and select a change strategy that will
minimize or eliminate them (Isabella, 1990, p. 34). Kerr and Jackofsky (1989) stress the
importance of matching managerial talent with organizational strategy (p. 157). Strategic
implications of managerial staffing and matching managers with organization strategies
are noted (p. 157). Strategic alignment between managers and strategies isa function of
organizational performance. If alignment between organization strategies and managers is
employed during reorganization, it will improve performance and the outcome will be
more positive.

A number of tools and strategies have been recommended as beneficia during
reorganization. These tools and strategies include, but are not limited to (1) strategic
change interpretations, (2) critical analysis, (3) problem-solving, (4) decision-making
skills, and (5) communication (Baker, 1998; Shields, 1938; Gioia & Chittipeddi, 1991;
Finstad, 1998; Mohr, 1982; Poole, 1998).

Gioiaand Chittipeddi (1991) assert that strategic change inrerpretations are key in
promoting organizational change (p. 444). Gioia and Chittipeddi further claim that labels
such as sensemaking and sensegiving are fundamental processes involved in assessing
and managing organizational change (1991, p. 444). For example, managers develop a
sense of the organization's internal and external environment and define a revised
conception of organization (p. 434). In addition, these interpretive processes provide an

alternative way of viewing the initiation of strategic change (p. 444).



Critical anal ysi s serves asthe link between the analytical concepts for
understanding change and the context on which managers understanding of change is
based (Finstad, 1998, p 721). For example, interpreting or translating legislative
mandates requires critical thinking and analysis of the factorsinvolved in the precise
intent of alegal mandate. Critical thinking involves practical judgments about everyday
problems and solutions to those problems (Shields, 1998, p. 203). Critical thinking
patterns that are evident in strategic change can often lead to other learning processes.
Poole (1998) suggests that asearch for new behavior and atransformation of an agency's
mission are examples of new learning processes undertaken by managers during
reorganization (p. 48).

Probl emsol vi ng techniques are approaches to dealing with environmental
uncertainty. O’ Toole (1997) claims that to make sound choices effictently, managers are
challenged to craft the necessary circumstancesin which key individuals can make
important decisions (p. 45). For example, managers in public agencies help solve client
multi-service needs when they organize the efforts of interagency committees (Poole,
1997, p. 46). As another example, managers in private organizations conduct more
detailed studies of the impact of reorganization on the distribution of power within
organizations (Maynard, et al., 1986, p. 302).

Communication, a mechanism by which information about reorganization is
transmitted, can be a highly effective tool for positive change. Poole (1998) asserts that
managers should clearly and effectively communicate a new vision to organization
members (p. 48). Managers must also master change conversation to be effective in

strategic change processes (Poole, 1998, p. 48). Gioia & Chittipeddi (1991) offer the



example that a vision of change can be disseminated to stakeholders through symbolic
action once managers revise their conception of the organization (p. 434). Kerr and
Jackofsky (1989) posit that

management developmentm can influence communication by

providing (1) problem-solving networks as informal organization

structuresthat increase the efficiency of the formal organization.

and (2) mentoring that integrates the vertical divisions by providing

arich communication medium between supervisors and employees

(p 160).

Another method that can be applied during organizational changeisdecision-
making which providesfor strategic action. Mohr (1982) indicates that when managers
make strategic decisions. they should consider all facets of organizational change
regardless of whether the situation is uncertain (p. 109). In addition. when there are
continuing sources of uncertainty, it isimpossible to delegate with clear guidelinesin
which case adifferent strategy must be employed (Mohr, 1982, p. 105). Kerr and
Jackofsky concur that ' operating managers interpret and utilize statements by top
management as parametersfor their own decision-making™ (1989. p. 159)

Managers in changing organizations acknowledge these tools and strategies.
therefore a second general assumption incorporatesthis view

Working Hypothesis2:

Managers in public and private organizations believe there are
tools and strategies to manage organizational change.

As previously indicated. there isa link between individual behavior and the

actions and outcomes of organizational change (Kleiner & Corrigan, 1989, p. 25). As

* Management development is the process throngh which the manager’s value t0 the organization increases
based on the acquisition of new behaviors. skills. knowledge. attitudes, and motives. For exampie, see Ken

& Jackofsky. 1989.



aresult. the organizational change literature suggests that managers recognize the
importance of useful tools and strategies that are often needed in strategic management.
Working Hypothesis 2a:

Managers in public and private organizations value tools andstrategies
that can be used to effectively manage organizational change.

Managers find a variety of methods and approaches useful in the management of
reorganization. Isabella (1990) posits that the views of managers as a collective are
important because managers are at the heart of cognitive shifts in organizations (p. 8)
Shiftsin cognition provide the basisfor responding to reorganization (Isabella, 1990. p
8, Gioia& Chittipeddi, 1991, p. 438). As previously noted by Kerr and Jackofsky
(1989), managers interpret and use statements made by top management to make their
own decisions (p. 159). In examining interpretative processes associated with
organizational change phenomenon, Isabella{]990) found that

interpretations of key events evolve through a series of stages...

categorized by a different construed reality, a set of interpretive
tasks, and predominant frame of reference (p. 14).

A frame of reference serves as a source of intuitive knowledge that supportsthe
direction toward change. According to research, the strategic change process involves
managers making sense of reorganization by interpreting events through careful analysis,
and by using thoseinterpretationsto frame meaning for other participants.”*
Subsequently, the evolved meaning can be communicated openly and honestly. For
example, top management involvesavision of change that servesas an interpretive

framework for strategic change. Top and middle managers can unite to communicate,

%! Seefor cxamplc: Gioia & Chittipeddi, 1991: 1sabella 1990; Kerr & Jackofsky. 1989.



champion, and influence the evolved vision in the face of possible indifference or
resistance by stakeholders (Gioia & Chittipeddi, 1991, p. 434).

Criticaly analyzing a situation providesa way to examine agency responses and
directions of reorganization As managers concerned with decisions that affect long-term
consequences of public action negotiate the internal workings of the organization, they
often make practical judgments of everyday problems and solutions to those problems
(Shields, 1998, p. 203). Shaping practical judgments deals directly with the pragmatic
decisions of managers in daily work activities (Shields, 1998, p. 203). Problem-solving
techniques are also viewed as valuable strategies to negotiate the strategic change
process. As Hussein (1989) notes, another factor that increases effectiveness includes a
focal person who initiates an atmosphere for interpersona decision making (p. 11).

The steps toward organizational change and the tools and strategies implemented
by top and middle management are critical to the success of the reorganization. Managers
must adapt and become more active in this process. Asthe change process unfolds,
managers are required to use different orientations and styles (Isabella, 1990, p. 8).
Varied orientations and methods used by managers provide the opportunity to offer
solutions to diverse problems encountered. Aligning managers with specific strategies is
also an important approach (Kcrr & Jackofsky, 1989, p. 157).

Working Hypothesis2h:

Managersin public and private organizationsbelieve they use tools and
strategies t0 influence the process and outcome of organizational change.

Evidence that managers use tools and strategies during organizational change is
supported by organizational change literature, Active participation of managersin the

strategic planning and implementation processes would seem to be asignificant way for



useful organizational change objectives to grow and change. Effective responses to
organizational change require the use of tools and strategies. The tools and strategies
implemented by top and middle management provide the road map for managersto
facilitate organizational change. When effective tools and strategies are implemented, the
level of agreement between management levels about fundamental values and decision-
making regarding organizational change becomes more evident.

Leon Festinger, author of the concept of cognitive dissonance,* claims that
shared experiences produce group norms and values (Wallace & Wolf, 1991, p. 217).
Cognitive dissonance may cause the recognition of a problem between and among groups
of managers concerning the nature of organizational change, especially when values
clash. When disagreement between levels of managers is high, there isa need for change
in the organization structure and a need for appropriate tools and strategies

Whether they are acting individually or as a group, managers play a pivota role
in managing change. Baker (1998) claims that strategic-choice theorists emphasize the
ability of managers to redesign organizations to fit changing tasks and environments (p
397). A redesigning of an organization goes beyond just the use of individual toolsand
strategies. It encompasses effective and positive management, as well as a reorientation
to new mission and goals. According to Kerr and Jackofsky (1989}, management during

change incorporates flexibility,™ cohesion,* and communication > (p. 159).

¥ Cognitive dissonance is present when a disliked psychological state exists in which some of facts that
someonefaces arc in conflict with others, or experiences are not in line with what **ought™ to he. then
cognitive dissonance cmerges For example, sec Leon Festmger, Wallace & Wolf, 1991.

* Flexibility is a function of the range of responses available and the speed with which they can be
mounted For example, see Kerr & Jackofsky. 1989

% Cohesion ismeant as a shared understanding of the strategy and its implications inwhich the chaotic
testing stage evolves into a period of consensnsand commitment. For exainple, see Kerr & Jackofsky,
1989.



The implementation of tools and strategies by managers in the workplace
supported by top management and communicated to organizational members helpsto
build afunctional reorganization Often as change becomesroutinized. new changes
emerge and the change cycle begins again. Newcomer and Downey (1997) stressthe
importance of promoting resourcesto support managers and providing them with the
requisite resources and trust tofoster positive change (p. 156). How managers can further
interpret and effect change individually or asagroup and in specific conditionsisworthy

of further inquiry.

3> Based on the incremental modg!. it isthrough commumication that top management first sensesstrategic
necds and opportunitics, top management communicatesitsvision downward in order to stimulate and
shape the incremental process. Communication flows upward and across the organi zation as people
interpret and influence the Strategy process. For example, see Kerr & Jackofsky. 1989.



Linking the Literature to the Research

The purpose of this Literature Review isto providetheoretical support for an
exploration of the dimensions of organizational change, including the environment, the
change frequency, and the restraining factors. This litcrature review also explores
whether managers in organizations recognize the importance of, aswell as utilize
cffective tools and strategies to manage ongoing, and often mandated, organizational
change. Information includes information about the level of agreement between
management levels about fundamental values and decision-making regarding
organizational change.

The organization change literature surrounding this review supports the notion
that organizational change is both expansive and complex. Organizational changeis
affected by both internal and external factors such as culture, structure, and management
ideology. Another factor that affects organizational changeis whether the organization
adopts an adaptive or inertial view of strategic change, which requires more concrete
organization and management responses. Furthermore. managers at the executive and
middle management levels indeed play a significant role in setting the stage for and
facilitating the organizational change process.

The nature and scope of this empirical exploration connects the reviewed
literature with the pragmatic work environment that demonstrates organizational and
management behaviors. These theoretical explanationsreflect the conceptual framework
that linksthe literature with the research The following section summarizes the

conceptual framework designed for this study.



Conceptual Framework

Working Hypotheses:

Working Hypotheses are ideal for this study because it proposes to investigate
multiple aspects of organizational change. Working Hypotheses focus on the extent to
which a phenomenon has not yet been fully realized or that conceptualization isin its
early stages. Shields (1997) posits that Working Hypotheses provide a purpose that |eads
to discovery of other critical facts. The proposed Working Hypotheses identify important
facts about the dimensions of organizational structures and the management strategies
used in public and private organizations. Thisexploration will lead to further discovery of
issues and challenges relating to organizational change.

Table 3.1 summarizes the Working Hypotheses and links them to alarger
scholarly focus aswell as the works of individual scholars. An overview of Table 3.1
suggests that further study about the organizational change environment, the frequency of
organizational change, and the factors that restrain organizational change is merited. This
literature review also provides adiscussion of managers in organizations and a sense of
whether they value and actually use tools and strategies to manage ongoing, and often
mandated, organizational change. The factorsthat influence agreement across
management levels about the fundamental values and decision-making regarding

organizational change are also discussed.



Table 3.1  Working Hypotheses Linked to the Literature

| Working Hypotheses Scholarly Focus References
l

WH1: Managers in public and private Organizational Change Agranoff (1991)
organizations have beliefs about the Environment Boeker {1998)

efficacy of organizational change
and its environment.

Conant {1986)

Gioia 8 Chittipeddi (1991)
Heizer 8 Render (1996)
Isabella (1990)

Kieiner & Comgan (1989)
Mink (1994)

Mohr (1982)

Nadler & Tushman (1999)
Poole (1998)

WH1a: Managers in public and private

Frequency of Organizational

Chawla 8 Renesch (1995)

strategies to manage organizational
change.

organizations have beliefs about the Change Heizer 8 Render (1996)
frequency of organizational change. Mink (1994)
Nadler 8 Tushiman (1999)
OToole & Montjoy (1985)
Poole (1998)
WH1b: Managers in public andprivate  |Obstacies to Organizational Boeker (1998)
arganizations believe they operate Change Canant (1986)
within an environment that creates Jennings (1998)
obstacles to organizational change. Kleiner 8 Corngan (1989)
Mink (1994)
O'Toole & Montjoy (1985)
WH2: Managersin public andprivate  |Tecls and Strategies Baker (1998)
organizationsbelieve there are tools Core Competencies Finstad (1998)
and strategies that can be used to Pragmatism Gioia 8 Chittipeddi (1991)
effectively manage organizational Hussein (1989)
change. Isabella (1990)
Kleiner 8 Comgan (1989)
Maynard, et al {1986)
Mink (1994)
Mohr (1982)
Poole (1998)
Shields (1998)
WH2a: Managersin public andprivate  |Tools and Strategies Gioia 8 Chittipeddi (1991)
organizations value effective tools and  |Cognitive Processes [sabella (1990)

Ken 8 Jackofsky (1989)
Kleiner & Comgan (1989)

WH2b: Managers in public and private
organizations believe they use tools and
strategies to influence the process

and outcome of organizational change.

Interpretive and Pragmatic
Mechanisms

Cognitive Processes

Tools and Strategies

Giola & Chittipeddi (1991)
Isabella (1990)

Kleiner & Comgan (1989)
Newcomer 8 Downey (1997)




CHAPTER FOUR. TEXASHEALTH AND ITUMAN SERVICE MANAGERS

I ntroduction

This chapter discusses the organization structures in select state HHS agencies’®
influenced by the changes outlined in House Bill 2641 (HB 2641). The issues and
challenges facing these HHS agencies and their managers during organizational change
are, also, addressed. Finally, this chapter includes a discussion about the sample method

used in the study, and about the respondents as managers in these Texas state agencies.

Organizational Structuresin Select State Agencies
Health and Human Services Commission (HHSC)

As previoudly noted, ITHSC is the umbrella agency responsiblefor the
implementation of HB 2641. HHSC isincluded asa participating agency in the study
because it is one of the smaller agencies and part of the HHS System. More importantly,
the purpose for itsinclusion isto gain insight into the perceptions of organizational
change from this agency's perspective as it implements HB 2641. HHSC employs the top
commissioner named in the Memorandum of Understanding between HHSC and the
fourteen Agencies in the Texas HHS System, including the five select agencies chosen

for this study.



HHSC employs 182.5 staff members. Eleven managers of HHSC participated in
the study. HHSC’s primary goals relate to the coordination and consolidation of functions
and services between and among state agencies. Managers at the upper management level
consist of executive deputy commissioner, chief financial officer, deputy commissioner,
and five associate commissioners. Middle managers consist of division and department

directors. These managerstake more of a monitoring role with the other state agencies.

Texas Department on Aging (7DoA)

A total of 35 staff members are employed at TDOA, the smallest state agency
chosen for the study. A total of 10 managersin TDoA participated in the study. The
management levels range from executive director and six branch directorsthat constitute
upper management. Middle management consists of assistant director, chief accountant.

and contract manager.

Texas Commission on Alcohol and Drug Abuse (TCADA)

TCADA hasthelargest number of employeeswith 244.5 staff members. TCADA
also has the highest number of participantsin the study. A total of 44 managers who
participated in the study ranged in six upper managers and thirty-eight middle managers.

The executive management consists of executive director. internal auditor, and four

** The sdect stale agenciesinclude: (1) Hedth and Human Services Commission: (2) Department on
Aging; (3) Commission on Aloohol and Drug Abuse (4) Interagency Coundil on Early Childhood
Intervention; and (5) Juvenile Probation Commission.




branch deputies. The middle management staff consists of ten division managers, twenty

department managers (excluding the researcher), and eight section supervisors.

I nteragency Council on Early Childhood I ntervention (ECI)

ECI employs 66 workers of which 10 managers participated in this smaller state
agency. The upper management level staff consists of executive director, executive lega
counsel, and deputy director. Middle management staff consistsof five division directors

and two department managers.

Texas Juvenile Probation Commission (TJPC)

A total of 55 staff are employed at TIPC and atotal of 11 participants are
included in the study. Four managers make up the upper management level consisting of
executive director, deputy executive director, chief of staff and executive services
officer. The remaining seven middle managers consist of division and department

directors.

Organizational Change Process

Organizational change literature stresses the connection between employing a
strategic vision for organizational change and desired outcomes. Organizational change

typically begins with executive management. Gioia and Chittipeddi (1991) claim that



when change is initiated, top management usually uses an evolutionary process to
develop a new scheme or vision. The new vision or scheme then serves as an interpretive
framework for strategic change effort (p. 434). In a state agency, for example, executive
managers often introduce a new legislative mandate in ways that will eventually permeate
throughout the agency. Thus, the new mandate can be found in new agency rules,
functions, responsibilities, and expectations. Managers in HHS agencies modify. adjust
or develop new agency rules, redefine (albeit sometimes slightly) functions and
responsibilities, and respond to a new set of expectations related to appropriations
requests.”” Poole (1998) and Baker (1998) assert that managers at all levels must clearly
and consistently communicate a new vision and use their abilitiesto re-design
organizationsto fit new tasks.

Strategic change, also, alters existing systems of meaning and purpose that reflect
the values of top managers (Gioia & Chittipeddi, 1991, p. 434). Managers chosen to
participatein this research study do experience various degrees of organizational change,
as well as undergo management problem-solving and critical decision making due to HB
264 1. Organizational change and its environment depend greatly upon the beliefs,
attitudes, and perceptions of managers. How these managers in the HHS system interpret
and respond to reorganization as a result of HB 2641, therefore, is important. As new
change is introduced, the organization structure also changes.

According to Agranoft (1996), increased ability to understand and use resources
isafactor involved in successful organizational change (p. 14). Implementation of HB

2641 requires Wedth and Human Services Commission (HHSC) managers to deploy

*" Legislativeappropriationsrequestsinvolve a process bv which state agencies apply for state funding and
agree on functional operationsand performance measures. For example, see Texas L egidature Online,

5!



Commission resourcesto other HHS agencies. To meet this requirement, HIISC is
alocating human resources to some agencies under its umbrella with a limited number of
managers. Thisisaway to provide more resources to facilitate the implementation of
HHSC functions.

Agranoff also claims that more efficient management, including both policy
management and traditional administrative services, are other factorsthat facilitate
organizational change (1996, p. 14). A requirement of HB 2641 alludes to the
Memorandum of Understanding (MOU) between participating agencies that dictates
managers provide new direction and management of state agencies within the HHS
system. The MOU further defines the policymaking authority of the Board and of the
Commission, as well asthe operational authority of the Commissioner. Managers in the
HHS system must find ways to maintain common operations within the system, as well
as augment the system with important additional responsibilities.

The means by which the new vision iscommunicated in the face of possible
resistance by stakeholders, also, influences the organizational culture. The culture
(organizational values and practices) is held together by shared meaning and a common
purpose that have a distinct role in organizational structure (Maynard, e7 al., 1986). Poole
(1998) assertsthat effective managers understand their organization culture and convey
consistent messages to members (p. 45). Unfortunately, the inconsistency of words and
deedsduring the change process can cause the change effort to fail (p. 46).

Directed, effective organizational change requires alignment across organizational
levels and functions. When change, such as reorganization, is mandated, the organization

often experiences a degree of disruption and should respond in a coherent and aligned

1697,
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manner. If not, the success of the change is jeopardized, and unfortunate consequences
such as poor morale and employee turnover can occur. The alignment between
management perceptions and organization strategy is, consequently, important during
reorganization. Kerr and Jackofsky (1989) have stressed the importance of matching
managerial capability with organizational strategy (p. 157). Effective leadersare ableto
match management capability with organizational strategy. When leadership and strategy
are combined and become a strategic vision, akey component of managing increasingly
complex organizations is in place (Westley & Mintzberg, 1989, p. 17). Changing
organizations should be sensitive to the strategic implications of matching managers with
organizational strategies (Kerr & Jackofsky, 1989, p. 157). Strategic alignment between
manager perceptions and strategies influences organizational performance. If aignment
between strategies and management perceptions during reorganization improves
performance, the outcome should be more positive. The perceptions of managers in the

organizational change environment are, therefore, important.

Summary

The HB 2641 stimulates change in the organization structure and culture of the
participating agencies. Organizational change and its environment depend greatly upon
the beliefs, attitudes, and perceptions of managers. Strategic alignment between manager
perceptions and strategies can have a positive impact on organizational performance

during reorganization.



CHAPTER FIVE. METHODOLOGY

Introduction

This chapter discusses the research methodology employed to test the working
hypotheses. The research design and data collection techniques are also discussed. In

addition, adescription of the respondentsis included.

Research Methods

Focused Case Study

A focused case study, abeit an exhaustive one beyond the scope of this applied
research project, isthe most appropriate research methodology for an exploration into
organizational change. The case study approach is used because it provides the researcher
with a sense of what isgoing on in an organization and the findings refer to real
organizational terms undergoing change (Yin, 1993). This research method is preferred in
examining contemporary events that occur in a real-life context, but when the relevant
behaviors cannot be manipulated (Yin, 1994, p. 8). Organizational change such as that
mandated by Texas House Bill 2641 isan example of " contemporary phenomenon within
ared-life context” (Yin, 1994, p. 1). In this sense, the case study providesa' hands on"
approach to studying organization phenomenon such as mandated reorganization. An
omission of the case study from text books has been documented: " most social science

textbooks have failed to consider the case study a formal research strategy at all..one



common flaw was to consider the case study asthe exploratory stage of some other type
of research strategy" (Yin, 1994, p. 12). The intended study proposes a strategy that isan
empirical inquiry of circumstances and research problems in organizations (p. 13).

The research methodology uses survey research.? Survey research is appropriate
for this applied project because the attitudes of alarger group (agency managers) are
sought (Babbie, 1995, p. 257). The nature and scope of thisempirical exploration takes
into account the constantly changing environment within which Health and Human
Service (HHS) managers operate. Management perceptions of this environment are
central to the study. The major focus of the study is on how managers characterize
organizational change as well asthe waysthey dea with the most recent legislative
mandate. The pertinent literature supports a more profound inquiry into organizational

change and the corresponding management behaviors.

Study Techniques™

Survey Research

Survey research, as the primary technique, is used to canvas all upper and middle
managers in the selected HHS agencies about their perceptions of the concepts of
organizational change. The survey reflectsthe concepts in the research questions and

working hypotheses regarding the following six scholarly foci: (1) organizational change

' Structured interviewsare dso usad to support the research Srategy. Interviews yidd answersto "how
qguestionsabwt organizetional change posad to two levelsof managers in the sdect Sate agencies

¥ Managers at two management levelS are a0 interviewed from each of the Sdected agendies The
interviewsarc usd to provide theoretical support to the survey data. Thiscase dudy indudesdirect
obsavation as the final source of evidence. Participant observation is also used to augment the research
process by increesing an understandingof the Sudy exploration. The use of observation is unique to the




environment. (2)frequency of organizational change, (3) obstacles to organizational
change, (4) recognition of tools and strategiesto manage organizational change, (5)

valuing tools and strategies, and (6)using tools and strategies.

Survey Implementation

The survey isa brief, three-page, self-administered questionnaire containing 26
questions, (see Appendix A). It uses a Likert-type weighted scale with values ranging 1 to
5 corresponding to responses from never to always or from very true to not at alf true.
Participants were asked to select one answer for each question. Questions varied in
sectionsthat reflected the six working hypotheses and scholarly focus.

The survey was pre-tested by distributing it to twelve select managers at two
larger agencies™ not included in this applied project. Once pre-tested, atotal of eighty-six
surveys were mailed to both executive and middle managers located in each of thefive
state agencies™ chosen for the study, along with a cover |etter (See Appendix B) and self-
addressed stamped envelope. The survey was anonymous, confidential, and voluntary for
managers. Follow-up surveys were mailed to non-respondents one week after the original
response deadline.

The survey questions address the following two research purposes. (1) it explores
how Texas Health and Human Services managers characterize organizational change and

its environment, and (2) it explores whether Health and Human Services managers at

proposed research methodology becauseit involves the researcher in adirect management roleina
changing environment. aswell asin the structured interview process.

*’ The two agencies used to pre-test the survey are the Department of Health and the Department of
Transportation.



varying levels value and use tools and strategiesto manage ongoing and often mandated

organizational change.

Judgment Sample

Agency Selection Process

Five of the fourteen state agencies in the legislation are selected for inclusion in
this study. The purpose of selecting these five agenciesis to increase the efficacy of an
in-depth exploration into the dimensions of organizational change between and among
management levels in smaller agencies. Using judgment sampling, the selection targets
smaller agenciesthat contain no more than 300 employees with at least ten managers.
The judgment for excluding very small agencies with less than ten managersisto
produce a reasonable number of participating managers that are representative of al
managers in state agencies of smilar sizeand organization. This, in turn, yields important
information about the purpose of the study. Finaly, it is important to maintain the

confidentiality of the participating managers. These agencies, therefore, include:

3 Health and Human Services Commission (HHSC),

» Interagency Council on Early Childhood Intervention (ECI),
<+ Department on Aging (TDoA),

<+ Juvenile Probation Commission (TJPC), and

% Commission on Alcohol and Drug Abuse (TCADA).

"' Sdedted agencies include the Hedlth and Human Services Conunission (HHSC), the Interagency Coundl
on Early Childhood Intervention (ECT), the Departmant on Aging (TDoA), the Juvenile Probation
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Organization Structures of Select Agencies

The Health and Human Service Commission (HHSC) isthe umbrella agency
responsible for the organization and implementation of HB 2641 HHSC employs 182.5
employees and is currently undergoing massive organizational change, including changes
to its current structure and its overall misson HHSC, asindicated by HB 2641, is now
responsible for five major functions: (1) Medicaid Policy and Administration; (2) Fiscal
Policy; (3} Planning & Evaluation; (4) Systems Operation: and (5) Office of
Investigations and Enforcement (OLE) (see Appendix 17}). The OIE remains relatively
unchanged. Thus. the first four functions aredirected by HB 2641. The participating
agencies will be required to interface and cooperate with HHSC to accomplish this new
mandate. Agencies will also communicate information about the strategic planning
process to HISC before magjor events in their process take place. Agencies will also brief
the HHS Commissioner at appropriate points in process, consistent with the statute, on
likely changes agencies will seek in their strategic plan.

The Department on Aging (TDoA) is the smallest state agency sclected in the
study. TDoA is responsible for advocating and providing servicesto the aged. TDOA has
only thirty-five employees and works with advocacy groups. governmental agencies. and
consumers to develop and improve upon existing services to the older population. TDoA
is al'so experiencing organizational change prompted by HB 2641 Under HB 2641,
TDoOA isrequired to provide additional information on demographic data and information

received from public hearings during agency planning processes to HHSC. Thus TDOA is

Commission {TJTPC), and the Commussion on Alcohol and Drug Abunse (TCADA)
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accountable to HHSC in a new more concrete way. The meaning of the new
accountability on the day-to-day level of managersisasyet unclear.

The Juvenile Probation Commission (TJPC), the next smallest agency, employs
fifty-five staff members and coordinates services with local boards for juveniles between
the ages of 13-17 who are adjudicated or placed on probation. TTPC interfaces with
HHSC and other agenciesserving juveniles such as the Texas Y outh Commission (TY C)
and the Department of Protective and Regulatory Services (PRS). TJPC also works with
organizations that focus on youth with special health care services. Asrequired by HB
2641. TIPC will work more closely with HHSC on performance measures related to the
planning, research, and program development for this population.

The Interagency Council on Early Childhood Intervention (ECI) is a state agency
with sixty-six employees. The mission of ECI isto serve infants ages 0-3 with
developmental disabilities, and their families. Under HB 2641, ECI isnow required to
interface functions related to Medicaid Policy and Administration with HHSC, since
many of the clients and families served by ECI will be Medicaid eligible. A specific key
coordinated function across both agencies involves targeted case management and
medical administration claimed under Medicaid.

The Commission on Alcohol and Drug Abuse (TCADA), the largest of the five
agencies, employs 244.5 people. TCADA isresponsible for the prevention. intervention,
and treatment of substance abuse in both youth and adults in the state of Texas. TCADA
is also responsible for the prevention of gambling. HB 2641 mandates TCADA to
conduct cross-agency program and funding coordination to enhance the effectiveness of

service delivery. In this sense, the executive management staff of this agency will now



report specific performance requirements to HHSC. Under HB 2641, the reporting
requirements will reflect how TCADA interfaces with other state agencies who also
provide services to similar clients,

AsHB 2641 isimplemented, the direction and management, business functions,
and human resources of each state agency will dramatically change. In addition, the

legislative authority, mission, goals and culture of each agency will be impacted.

Statistics

The results for each management level are represented by modal responses for
each survey question in addition to data sets used to compare responses between
management levels, where appropriate. Finally, percentages in the aggregate for al

managers are also included.

Respondents

Units @ Analysis

The population for this study consists of individual HHS agency managers®
within the selected Texas HHS agencies.” The managersin HHS agencies represent

upper and middle levels of management in each participating agency. Individual agency

> For the purpose of thus ARP. execulive managers consists of executive directors. associate
commissioners, bureau chiefs, branch deputies, legal counsels, or senior planners. Middle managers mclude
division managers/directors, department managers/directors, and Section supervisors.

** Selected agencies include the Health and Human Services Commission (HHSC), the Interagency Council
on Early Childhood Intervention {ECI), the Departmeni on Aging (TDoA), the Juvenile Probation
Comumissiou (TJPC). and the Comnmission on Alcohol and Drug Abuse (TCADA).



managers, asthe units of analysis for survey research, are appropriate for this applied
project because this method may be used for exploratory purposes (Babbie, 1995, p. 257).

The executive and middle managers in select agencies chosen for the study
represent a divergence of titles and scope of responsibilities. For example, manager
positions range from holding the highest level executive positions to section supervisors.
The scope of responsibilitiesfor these respondents varies according to their level of
supervision, functions, and primary tasks.

All managersin the study have had to deal with organizational change associated
with the implementation of HB 2641. This legislation has focused management attention
and responsibilitieson three main areas including (1) new direction and management of

the state agencies, (2) key businessfunctions, and (3) human resource responsibilities.

Sample Selection

Managers in Select Agencies

A total of 86 upper and middle management staff** from each participating
agency are included in the study. Sixty-three or 73 percent of the mailed surveys were
returned Of the sixty-threereturned surveys. thirty-two or 50.8 percent of the responses
represented executive manager s which encompasses the executive director, bureau

chief, branch deputy, senior planner, and legal counsel. Thirty one or 49.2 percent of the

* Asnoted previoudy, one upper manager and one middle manager from easch of these state agenciesad o

particpated in structured interviews.
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responses were from middle manager s which includes the division or department
manager or director, and section supervisor.

Thefirst question required each respondent to indicate which management level
(executiveor middie) he or she was assigned at the time the survey was administered.
The remaining questions focused on the exploratory concepts in the working hypotheses:
(1) organizational change environment, (2) frequency of organizational change, (3)
obstacles to organizational change, (4) recognition of tools and strategiesto manage
organizational change, (5) valuing tools and strategies, and (6) using tools and strategies.

The responsibility of managers in HHS agencies related to this project focuseson
the implementation of HB 2641. Managers are becoming involved in carrying out the
responsibilities of the three main areas described above. As managers engage in strategic
change, an organizational change vision will impact the key areas in the legidatively

mandated HB 2641. Table 5.1 summarizes the results for the respondents.

Table51  Survey Respondents

i AGENCY # EMPLOYEES |# RESPONDENTS*
I Health and Human Services Commission* 182.5 11
|2 Texas Department on Aging 35 10
‘3 Texas Commission on Alcohol & Drug Abuse 244.5 44 ]
Interagency Co Early Childhood Intervention 66 10
5 Texas Juvenile Probation Commission 55 11
TOTAL 583 86
TOTAL RETURNED 63
RESPONSE RATE 73%"""

* HHSC isthe umbrella agency responsible for implementing HB 2641,

*+ Of thesurvey respendents, one upper and one middle manager from each agency
participated in the structured interviews.

*+* 50.8% represented Executives, 49.2% represented Middle Managers.



Linking Evidence to Conceptual Framework

Table 5.2 provides the conceptua link between the Working Hypotheses, the

research methodology, and the evidence collected totest WH [, la, 1b, WH 2, 2a, and

2b. Each WH was modified to fit the available data. The research question and data of

this study are focused on the health and human service agencies, in particular.

Table 5.2 Linking the Conceptual Framework to Evidence Collection

Working
Hypotheses

Research
Method

Evidence

WH1:

Managers in Texas Health & Human Service Agencies Have Beliefs

Al su he Effi ¢y of drganizati

ohal

ang 3 and its Enritonn ant

WH1a: Managers in Texas Health | a. Survey Questions 2, 3

and Human Service Agencies
Have Beliefs About the Frequency
of Organizational Change

b. Structured Interview Question 2'

Perceptions of frequent organizational
change among managers in Texas
Health & Human Service agencies

WH1b, Managersin Texas Health
and Human Service Agencies
Believe They Operate Within

an Environment That Creates
Obstacles to Organizational
Change

a. Survey Questions 4, 5,6, 7, 9,
12,13, 14,16

b. Structured Interview Questions'
3a,b,c, 4,8 10a

Perceptions of Texas HHS managers
that they operate within an environment
that creates obstacles to organizational
change

WH2:

Managers in Texas Health & Human Service Agencies Believe
There are Tools and Strategies That can be Used to Effectively

Manage Organizational Change

WH2a. Managersin Texas Health
and Human Service Agencies
Value Tools and Strategies

That canbe used to Manage
Organizational Change

a. Survey Questions 8, 17 a, b, ¢,
d e

b. Structured Intewiew Questions'
6, 10b, 11

Perceptions of Texas HHS managers
that they value tools and strategiesthat
can be used to effectively manage
Organizational change

WH2b: Managersin TexasHealth
and Human Service Agencies
Believe They Use Tools and
Strategies to Influence the
Process and Outcome of
Organizational Change

a. Survey Questions 10, 11a,b, ¢,
dert

b. Structured Interview Questions'
57,8

Perceptions of Texas HHS managers
that they use tools and strategies to
influence the process and outcome of
of organizational change

'"The Structured Interview Questions support the Working Hypotheses and are captured in the Institution Setting Chapter




Summary

Descriptive statistics are derived from the data presented by the survey. A
summary of the results of both the survey and the structured interviews will demonstrate
the perceptions of change in managers regarding organizational change characteristics as
well aswhether managers value and use effective tools and strategies. In a confined way,
the statistics by simple majority will show the extent to which managers at various levels
in the organization agree upon fundamental valuesimplicit in organizational change and

share in decision-making about crganizational change



CHAPTER SIX: RESULTS

I ntroduction

This chapter includes the results of the data collection derived primarily from the
self-administered survey used to test the Working Hypotheses. The study includes
descriptive data on perceptions of Texas Health and Human Service managers about the
organizational change process and their efforts to manage organizational change. The
research design and statistical analysis are discussed.

As indicated in Chapter Five, the research uses a case study approach as the
methodology to explore organizational change. The case study is preferred because this
research project focuses on organizational change as a contemporary event. This event
occursin a real-life context in which the relevant behaviors of managers in Texas Health
and Human Service agencies cannot manipulate (Yin, 1994, p. 8). The majority of the
data for this study is based on respondent/participant perceptions using asurvey. Simple
descriptive statistics such as percent distribution are employed. The results are presented

for each level of managers.

Working Hypothesis 1. Managersin Texas Health and Human Service agencies have

beliefs about the efficacy of organizational change and its environment.

Asdiscussed in Chapter Three, organizational change literature provides
theoretical support for thefactors and characteristics of organizational change and the

role of managers in public and private organizations that facilitate organizational change.



Specific characterisrics of organizational change included in the study are the frequency
of change and the obstacies to organizational change influenced by internal and external
factors. These characteristics are further explored as subcategories indicated below.

According to the literature, managers in public and private agencies often possess
an array of cognitive, behavioral, and perceptua characteristics. Managers, also,
experience an alteration of current modes of cognition and action. where warranted.
These characteristics are shown to be linked to viewpoints about the organizational
change environment. One can, therefore, conclude that because of these characteristics,
managers operate under particular beliefs about organizational change. In addition. by
assigning managers to two distinct management levels, one can determine which
managers have what beliefs and provide further comparisons between levels. Through a
delineation of these levels, the beliefsand perceptions of top management as compared to
middle management demonstrate the extent to which these managers agree upon
fundamental values implicit in organizational change and share in decision-making about
organizational change.

The first question in the survey asks respondents to identify which management
level they are currently assigned. Of the 63 respondents. dl respondents assigned
themselvesto a corresponding management level. As indicated in Chapter Five, 50.8
percent were executive managers, and the remaining 49.2 percent represented middle
managers. Comparisons between management levels are indicated in areas of significant

differences, where merited



Working Hypotheses la: Managersin 7exas Health and Human Service agencies

have beliefs about the frequency of organizational change.

The survey results for WH | aare mixed. Survey questions measure perceptions of
frequency of organizational change. Table 6.1 shows that thirty percent (30.2%) of al
managers perceive their agency always experiences organizational change once per year.
Similarly, thirty-seven percent (37%) of dl managers believe their organizations
frequently experienceyearly organizational change. In addition, approximately ten
managers (9.5%) sense organizational change always occurstoo often. Finaly, closeto
thirty percent (28.6% ) of dl managers believe organizational change frequently occurs

too often. Results that test WH laareshownin Tables. |

Table6.1  Frequency of Organizational Change

Frequency of
Organizational Change | "ALWAYS' |"FREQUENTLY'| MODE MEAN
Once per Year 30.2% 36.5% "FREQUENTLY"'
4.0 3.9
Total| 19 23 [36.5%]
Ocriirs roo Often f 9.5% 28.6% "SOVETI MES'
3.0 3.3
Total 6 18 [41.3%]
N=63
{ = Never
2= Rarely
3 = Sometimes
4 = Frequently
S = Always

Ratings by individual management levels show significant variationsin
perceptions of the frequency of organizational change. Only one-fourth (25%) of

executive managers sense organizational changeto always occur once per year as



compared to thirty-six percent (35.5%) of middie managers. A larger percentage of
executive managers (15.6%). however, perceive changeto al ways occur too often as
compared to only about three percent (3.2% )for middle managers. Table 6.2 indicates the

results by management levels.

Table 6.2  Frequency of Organizational Change by Management Levels

Once per Year "Always" "Frequently” Occurs too Often "Always"__| "Frequently"
EXECUTIVE 25.0% 28.1% EXECUTIVE 15.6% 9.4% —|
(N=32} Total 38 9 (N=32) Total 5 3
MIDDLE 35.5% 452% \  MIDDLE 3.2% 48.4%
N=31) Total 11 14 I N=31) Toial 1 15

As noted in Chapter Two, the mgjority of the responses of the ten managers who
participated in the structured interviews indicated that their agencies experience
organizational change more than once per year. Responses include phrases such as™it is
forever evolving," and ""once the ink's dry on the organizational chart, itstimeto change
it again." Other comments revealed an indication that organizational change occurs
incrementally over time, rather than a switt, ephemeral change. The results of the survey
and the sense received from the interviews point out that a mgjority of the managers have

a strong sense about frequent organizational change.

Working Hypothesis | b: Managers in Texas Health and Human Service agencies

believe they operate in an environment that creates obstacles to organizational change.



The questions for WH Ib are designed to measure concepts of obstacles or
barriers to organizational change. Obstacles such as legal mandates and agency policies

are measured first with questions designating the presence of these concepts as barriers.

Table 6.3 reviews the results related to obstacles to organizational change.

Table 6.3 Legal Mandates and Agency Policies as Obstacles

1 Obstacles to T [
Organizational Change |"FREQUENTLY" | "SOMETIMES" MODE MEAN
Legal Mandates 28.6% 41. 3% "SOMETIMES"
as Barriers 3 3
Tatal 18 26 {41.3%]
Agency Policies 15.9% 50.8% "SOMLCTIMES"
as Barriers 3 2.8
Total 10 32 [50.8%4]
N=63
I = Never
2 = Rarely
3 = Sometimes
4 = Frequently
S = Ahvays J

Data reveal that both management levels acknowledge that legal mandates
sometimes present barriers to the agency mission at forty-one percent (41.3%). These
managers also perceive that legal requirementsfrequently present barriers at twenty-nine
percent (28.6%)

Asnoted in the organizational change literature in Chapter Three, middie
managers often interpret statements made by top executives to guide implementation and
decision-making. Hence, legal mandates and agency policies are often dealt with by
individual management levels at different times and in different contexts. Results show

that managers view mandates and agency policiesas barriers at least some of the time



The remaining concepts are measured to test WH Ib. These questions include
concepts of being kept informed of important decisions, of having astrong voice in
decision-making, of consistency between management level decisions, and of consistency
between what is said and done. The questions and corresponding manager responses
indicate the paucity of these concepts as perceived barriersto the agency mission. Table

6.4 shows results for al managers as a group

Table 6.4  Obstacles to Organizational Change

| Obstacles to | | [
Organizational Change |"FREQUENTLY'| "SOMETIMES' | MODE MEAN
Kept Informed 30.2% 38.1% "SOMETIMES"
3 3.3
Total 19 24 {38.1%]
Productive Work 34.9% 28.6% "FREQUENTLY"
| Environment 4 3.2
Total 22 18 [34.9%]
Able to Receive 36.5% 31.7% "FREQUENTLY"
Training 4 3.2
Total 23 20 [36.5%)]
Feel Supported 34.9% 38.1% "SOMETIMES"
3 3.5
Total 22 24 [38.1%]
Decision Agreement 12.7% 38.1% "SOMETIMES"
Beoween Levels 3 2.7
Total 8 24 [38.1%]
Leve Has 22.2% 22.2% "RARELY
Strong Voice 2 2.9
| Total 14 14 [30.2%]
Cousistencyin 28.6% 42.9% "SOMETIMES"
| Words & Deeds 3 3
Total 18 27 | [42.9%]
N=63
| = Neper
2 = Rarely
3 =Sometimes
4 = Frequently

|J = Abways |




Responsesto this set of questionsindicate that, for the most part, managersasa
group, do not strongly perceive the lack of these concepts as presenting barriers. For
instance, about one-third (30.2%) of al managers feel they arefrequently kept informed
important decisions that affect them and their employees. About thirty-eight percent
(38.1%), however, believe they are sometimes kept informed. Similarly, about 35 percent
(34.9%) of dl managers perceive their work environment to frequently be productive.
This particular measure, however, shows diverse responses. For example, thirty percent
(30%) of al managers believe their agencies rarely have a productive work environment
which connotes the presence of obstacles. Only four managers (6.3%) believe they work
in an agency that is always productive.

Interestingly, data concerning concepts of being kept informed reveal significant

differences in management levels. Almost half (48%) of middle managers believe they

are only sometimes kept informed about important decisions, while 37.5 percent of

executive managers claim they are frequently kept informed of such matters. These

findings are supported by the literature that indicates executive managerstypically have
greater power and authority in organizationsthan do middle managers, especialy in
hierarchical settings. These findings suggest that due their administrative positions,
executive managers work in conditions with greater accessto vast information.
Similarly, variations in the results concerning perceptions of productive work
environments by level are apparent. A sharp contrast in responses between management

levels show that 37.5% of executive managers believe their agency is frequently

productive, while 35.5% of mid-managers see their agency asrarely productive. This

radical differcnce between these two manager groups suggests they contrast in their



perceptions about what constitutes a productive work environment. This makes for an

interesting set of circumstances that represent two opposing views of work environments

by two levels of managersthat have distinct ways of approaching day-to-day operations.

Table6 5 displaysthese variances in the views of these two levels.

Table 6.5 Obstaclesto Organizational Change by Management Levels
Kept Informed ! Productive Work [ |
of Decisions "Alwavs” | "Frequently" Environment "Always' | "Frequently” ’
EXECUTIVE 21.9% 37.5% EXECUTIVE 12.5% 37.5%
(N=32) Total 7 12 (N=32) Total 4 12
MIDDLE 0.0% 22.6% MIDDLE 0.0% 32.3%
(N=31) Total 0 7 {N=31) Total 0 10

As noted in Chapter Three, the literature on organizational change indicates that
organizational performance is constrained and coordination is limited in hierarchical
organizational stmctures. Findings displayed in Table 6.3.3 suggest similarities in the
data and the literature.

Data also show most managers have a sense of support by other managers. Data
indicate thirty-five (34.9%) percent of al managers (22) frequentlyfeel supported. A
higher percentage of managers (38.1%) sometimesfeel supported. Only 3 managers
claim they rarely feel supported.

The results indicate some managers feel they have a strong voice, while others
do not. Twenty-two (22.4%) percent (14) of all managers perceive they frequently havea
strong voice Conversely, aimost one-third (30.2% or 19) of dl managers claim their
management level rarely has a strong voice and another 4.8 percent (3) feel they never

have a voice. The variation in responses seems to be related to the differences in the data



for thetwo levels of managers. For example. 3 middle managers feel they never have a

strong voice, while no executive managers feel thisway. In addition, forty-eight percent

(15) of middle managers claim they rarely have a strong voice, as compared toonly 12.5

percent (4) of executives that claim torarely have a strong voice. Differences in the
perceptions between levels of managers connotes the presence of barriers.

Data on agreement between management levels reveal that only 8 managers
(12.7%) perceive to frequently have agreement between management levels. A wide
variation in responses suggests a contrast in manager perceptions concerning agreement

on decisions that are made about reorganization. For example, executive managers

perceive there is agreement some of the time at 40.6 percent, while middle managers
claim thererarely isagreement at 41.9 percent. These findings suggest that the lack of
agreement between these levels increases problems in communication between levels.
Survey questions are designed to examine manager perceptions of consistency
between what issaid and what is done are also measured. Across all managers, 42.9
percent indicate consistency only some of the time. This finding suggests that alarge
number of managers recognize inconsistency between words and deeds which often

creates confusion and/or misinterpretation of the mission of the agencies.

Working Hypothesis 2: Managers in Texas Health and Humar Service agencies believe
there are tools and strategies that can be used to effectively manage organizational

change.



As noted in Chapter Three, organizational change literature provides theoretical
support for the role of managers in public and private organizations in facilitating
organizational change. Specific concepts within the role of managers that are included in
this study are the value of foouls andstrategies and the use of toolsard strategies. These
concepts are further explored as subcategories below.

According to the literature. understanding and managing organizational change
involvesidentifying and employing the right tools and strategies. In addition, it is vitally
important to know how managers construe organizational change events as change
unfolds. Perceptions of the value and the use of tools and strategies, and the recognition
of those perceptionsis key to the success of that change. The literature. also, conveys the
importance of avariety of new approaches to meet new demands, |eadership functions
that include building a shared purpose and shared values, quality working relationships
that are open to learning and changing, and initiating improvement strategies. One can,
therefore, conclude that because of these important characteristics and conditions,
managers believe there are tools and strategies that can be successfully employed to

manage organizational change.

Working Hypothesis 2a: Managersin TexasHealth and Human Service agencies value

tools and strategies that can be used to manage organizational change.

Survey questions are designed to examine the tools and strategies that managers
would desire or find useful (value)to facilitate organizational change. Managers are first

asked to indicate to what extent they need tools and strategies to promote positive



organizational change. Table 6.6 displays the results of manager perceptions of the need

for tools and strategies to measure WII 2a

Tables 6.6  Managers Perceived Need of Tools and Strategies

Managers Value

Tools & Strategies "ALWAYS'  |"FREQUENTLY" MODE MEAN
Perceived Need of 60.3% 31.7% "ALWAYS
Tool s & Strategies 5 4.5
foial 38 20 348 | |

1= Newr
2= Rarely
3 = Soumetimes
4 = Frequently
J = Abvays )

In the aggregate, 60.3 percent believe that managers always need effective tools
and strategiesto facilitate organizational change. Not surprising, the majority of both
executive managers (65.6%) and middle managers (54 8%) also fed that al managers
ahways need effective toolsand strategies.

Manager responses are varied to the questions about the extent that their ideas
reflect a set of concepts about additional tools and strategies to promote positive change.
Concepts of " Shared Purpose,” "Action Plansfor Effectiveness.” " Quality Working
Relationships,™ " Coordination Between and Among Divisions,” and " Shared Vaues" are

measured. Table 6.7 showsthe survey results.



Table 6.7 Managers Value Tools and Strategies

Ideas Reflect "VERY "FREQUENTLY
Concepts TRUE" TRUE" MODE MEAN
Shared Purpose 61.9% 27.0% “VERY TRUE"
1 1.5
Total 39 17 [61.9%]
Action Plans 46.0% 31.7% "VERY TRUE"
for Effectiveness 1 1.8
Total 29 20 [406%]
Duality Working 55.6% 33.3% "VERY TRUE"
Relationships 1 1.6
Total 35 35 [55.6%]
Coordination in 66.7% 20.6% "VERY TRUE"
Divisions 1 1.7
Total 42 13 [66.7"%]
Shared Values 52.4% 25.4% “VERY TRUE"
1 1.7
Total 33 16 [52.4%)]
N=63
I = Very True
2 = Fregquently True
3 = Sometimes True
4 = Rarefy True
JF=Not At All True

The remaining survey results for WH 2a regarding perceptions of the value of
tools and strategies are expectedly similar for al managers. as well as across management
levels. All responses except one (*"Action Plans for Effectiveness™) on this set of five
questions are rated above 50 percent by al managers. These results indicate the mgjority
of managers rated their perceptions of their ideasthat reflect the concepts as being very
true. Thus. the results suggest that the concepts are valued by al managers.

An interesting note isthat 58.1 percent of middle managers find coordination

between divisions to be very true, while a striking 74.0 percent of executive managers
express this concept to be very true. These findings seem to suggest that executive

managers desire coordination more than middle managers or middle managers appear to



devalue coordination. What may be indistinct, however, is a reluctance of middie
managers to coordinate areas that are not under their authority or the absence of latitude
in middle managers to promote coordination between levels. The degree of authority or
latitude afforded to executive managers more so than middle managers suggests a power
differentiation between management levels. Whilethisis not the study focus, it is

meaningful to point out these findings that may lead to the difference in results.

Working Hypothesis 2b: Managers in Texas Health and Human Service agencies
helieve they use tools and strategics t0 influence the process uttd cutcome d

organizational change

Tables 6.8 and 6.9 review the responses of al managers for questions designed to
test WH 2b. The questions are designed to measure concepts of tools and strategies that
managers employ or seek to employ (use) during organizational change. Table 6.8

displays the resultsto show if managers themselves use these tools and strategies.

Table 6.8 Managers Use Tools and Strategies

Managers Use "ALWAYS' ["FREQUENTLY" MODE MEAN
Tools & Strategies 15.9% 47.6% "FREQUENTLY"
4 3.7
Total 10 30 | [47.6%] ]

N=63

1= Newr

2 = Rarely

3 = Sometimes

4 = Frequently

J = Always N




Although the data indicate alarge percentage of managers (47.6%) perceive they

frequently use toolsand strategies during reorganization, responses vary between levels.

Almost fifty-two percent (51.6%) of middle managers claim theyfrequently use tools

and strategies, while surprisingly fewer executive managers (43.8%) believe thisto be so.

Table 6.9 displays the responses to the remaining questions that are designed to

measure concepts of tools and strategies. These concepts are measured concurrently to

ascertain the extent to which al managers agree that managers use tools and strategies in

the most recent reorganization

Table 6.9 Managers Agree Other Managers Use Tools and Strategies

2 = Frequently True
= Sometimes True

4 = Rarely True

J = Not At All True

Managers Agree  ["FREQUENTLY| "SOMETIMES
Other Managers TRUE" TRUE" MODE MEAN
Promote Meaningtil 15.9% 36.5% "SOMETIMES"
Framework 3 31
Total 10 | 23 [36.5%]
| Preserve Old Values 11.1% 38.1% "SOMETIMES"
as New Ones Added 3 341
Total 7 ! 24 138.1%]
| Communicate and 14.3% F 22.2% "RARELY TRUE"
Influence New \ision ‘ 4 3.3
Total 9 | 14 [38.1%]
| Postpone Judgments 17.5% 34.9% "SOMETIMES"
BeforeSofutions 3 3.2
Total 11 22 [34.9%]
Examine Principles, 12.7% 33.3% "SOMETIMES'
Beliefs & Values 3 3.2
Total 8 21 [33.3%]
Initiate Strategies 17.8% 27.0% | "RARELY TRUE"
for Irmprovement 4 3.9
Total 11 17 {31.7%]
N=63
1 = Very True



The remaining survey results for WH 2b regarding perceptions of use as
compared to the value of tools and strategies across adl managers reveal less agreement.
Manager responses on the six questions indicate the use of tools and strategies to be
sometimes true. These results suggest that, while tools and strategies are valued by all
managers, there is atendency to only use them some of the time.

Variations in manager responses reveal asharp contrast between the two levels of
managers related to the concept * Communicate and Influence a New Vision." The
contrast isindicative of a difference in perceptions between levels concerning whether dl

managers use this strategy. For instance, more than half (58.1%) of middle managers

believe managersrarely use this strategy, while less (18.8%) executive managers believe

managersrarely use this strategy.

Similarly, variationsin these responses on the extent to which managers
"Examine Principles, Beliefsand Values" and " Initiate Strategies for Improvement”
indicate a difference of the two management levels suggesting differences in strategic

views to organizational change. Table 6.10displays these differences in responses.

Table6.10 Useof Tools and Strategies by Management Level

Examine 'SOMETIMES 'RARELY Initiate 'SOMETIMES 'RARELY
Principles TRUE' TRUE' Strategies TRUE' TRUE'
EXECUTIVE 37.5% 15.6% EXECUTIVE 34.4% 18.8%
(N=32) Total 12 5 {N=32} Total 1 6
MIDDLE 29.0% 35.5% MIDDLE 19.4% 45.2%
(N=31) Total 9 11 (N=31) Total 6 14

As noted in Chapter Three, the literature on organizational change agrees that the

strategies employed by managers during organizational change depend largely on which




strategic view the manager selects and employs, On the one hand, if a manager agrees
with the view of strategic adaptation, the manager monitors environmental changesand
modifies organizational strategy. If, on the other hand, amore inertial view of strategy is
employed, the manager preserves an existing strategy rather than radically changeit.
Hence, contrasting views of managers related to strategic change suggest a differencein
the management responses to organizational change and itsenvironment. While
responses from both levels to this question appear bleak. an overwhelming number of
middle managers do not seemto sharein their views of strategic change with the views of

executive managers.

Resear ch Results

Table 6.11 representsthe research evidence in support of the conceptual
framework for the study. The evidence includes results of the survey and the structured

interviews

Table 6.11 Evidence in Support of Conceptual Framework

WORKING HYPOTHESES SURVEY STRUCTURED
INTERVIEWS

WH 1: Managers Have Beliefs About the Supports Supports
Efficacy d Organizational Change
WH 1a: Managers Have Beliefs About Partial Support Supports
the Frequency of Organizational Change
WH Ib: Managers Believe They Operate in an Partial Support Supports
Environment That Creates Obstacles
WH 2: Managers Believe Thereare Tools Strong Support Supports
and Strategies to Manage Organizational Change
WH 2a: Managers Value Tools and Strategies Strong Support Supports
to Manage Organizational Change
WH 2b: Managers Use Tools and Strategies Partial Support Supports
to Influence the Outcome d Organizational Change




The overall results to the questionnaire are mixed. WH | concerning manager
beliefs about organizational change is supported by theliterature. In addition, the results
for WH laand WH 1 b concerning beliefs about the frequency of change, and about
operating in an environment that creates obstacles to organizational change are mixed.
WH la regarding the frequency of organizational change is supported by the survey
results. Both executive and middle managers, individually and in the aggregate, perceive
organizational change to be frequent. The datafor WH 1b, which explores perceptions of
obstacles to organizational change, provide some evidence to support this notion. The
data reveal there isa greater perception of obstacles by middle managers. Based on these
same data, executive managers far less perceive obstacles in organizationsin which they
work. Thus, it can only be concluded that the survey reveals partial support for WH |b.

The data for WH 2, 2a and 2b provide, for the most part, evidence that managers
in general recognize, value and use tools and strategiesto manage organizational change.
WH 2, concerning manager perceptions about the availability of tools and strategies, is
supported by the literature and the evidence. Survey results provide compelling evidence
that both executive and middle managers, individually and in the aggregate, value tools
and strategies to manage organizational change supporting WH 2a.

The datafor WH 2b are mixed. Working Hypothesis 2b, which explores
perceptions of manager use of tools and strategies, provides partial support. The data
reveal that there isagreater perception of use of toolsand strategies by executive
managers. Based on these same data. middle managers have less perception of use of
these tools and strategies, particularly when it relates to communication. examining

beliefsand values. and initiating strategiesfor improvement. Thus, it can only be



concluded that the data provide partial support for WH 2b. Moreover, the results for WH
2b provide some support that managers themselves usc tools and strategies despite their

ability to acquire new tools and strategies or their positions in their agencies.

Summary and Observations

Thesurvey questions are designed to measure concepts of the efficacy of
organizational change, thefrequency of change, and the obstacles to change. In addition,
the questions measure the concepts of the value and use of tools and strategies by diverse
managers during reorganization. Four main observations are worthy of mention.

It isimportant to note that the degree of power and authority afforded to one level
of management over the other tremendously impacts perceptions and ultimately the
actions of managers concerning organizational change. Differences in responsesto
guestions concerning obstacles to organizational change reveal a correlation between the
fundamental difference in position and authority between these two management levels
and perceptions of obstacles. According to the literature, change in power and status in
management involves a shift in beliefs and customs in the organization. Transformational
change entails reformed mission and core values, altered power and status, and revised
interaction patterns. Perceptions concerning whether managers receive training, feel
supported by other management staff, agree with other levels, have a strong voice, and
have consistency between what issaid and what isdone dl seem to reflect this

fundamental difference in power between levels.



Based on data results, managers valuing tools and strategies during organizational
change does not necessarily equate to managers using them. While an overwhelming
number of managers seem to value tools and strategies. and fed that both levelsof
managers always need effective tools and strategies, they sometimes use them.

A third observation is the direction and perception of organizational change
depends largely on which strategic view managers select and employ. Contrasting views
of managers related to strategic change suggest adifference in the management responses
to organizational change and its environment. Again, the implementation of appropriate
tools and strategies can reduce the wide variation in perceptions of both manager levels.

A final conclusion isthe equitable spread among responses (from rarely to
frequently) for middle and executive managers concerning their work environments. The
spread of equitable responses trandates into a wide variation of manager perspectives
concerning the degree of productivity in their place of work. One can conclude that
effective organizational change depends not only on recognizing the type of strategy
employed, but also on the actual use of effective tools and strategies, and which toolsand
strategies are used for what purposes Successtul strategic change, also. depends on the
use of effective tools and strategies such as communication, cooperation and support
between and among al managers that can be used rectify any inefficiencies in work
environments. Recognizing these problemstogether is a start to effectively addressing

them concurrently.



CHAPTER SEVEN: CONCLUSIONS

I ntroduction

This chapter presents the research conclusions of the study. The six Working
Hypotheses related to the organizational change environment, frequency of change,
obstacles of change, and the manager's perceptions of the value and use of tools and
strategies provide the framework for the analysisand discussion. Issues related to the

interpretation of the results and the limitations of the study are also included

Conclusions

The conceptual framework is partially supported by the data results of the survey
and the structured interviews. The survey questions were designed to measure concepts
of organizational change and perceptions of managers in this light. The structured
interview was used as an alternative method to support the survey results. The following
are conclusions supported by the research methodol ogies:

1) Managers in Texas Health and Human Service agencies do have beliefs about the
efficacy of organizational change, and do believe there isfrequent organizational
change.

2) The perception of operating in an environment that creates obstaclesto
organizational change exists primarily with the middle managers. This finding

suggeststhat perceptual differences are influenced by the degree of the position of



4)

6)

7)

power and authority afforded to one level, the executive level of management,
over the other, the middle management level. The perceptions and ultimately the
actions of managers concerning organizational change are affected by this
revelation.

Managers in Texas Health and Human Service agencies do recognize there are
toolsand strategies that can be used to effectively manage organizational change.
Managers seem to overwhelmingly value tools and strategies during
organizational change. They also fed that both levels of managers always need
effective tools and strategies to effectively manage change.

Data results, however. show that while an overwhelming number of managers
seem to value tools and strategies, and feel strongly that both levels of managers
always need effective tools and strategies, they sometimes use them.

The direction and perception of organizational change seem to depend largely on
which strategic view managers select and employ. Contrasting views of managers
related to strategic change suggest a difference in the management responses to
organizational change and its environment. The implementation of appropriate
tools and strategies can reduce the wide variation in perceptions of both manager
levels.

A wide variation of manager perspectives exists concerning their perception of
productivity in their place of work. One can conclude that effective organizational
change depends not only on recognizing the type of strategy employed and the
differencesin power between levels, but also on the actual use of effective tools

and strategies, and which tools and strategies are used for what purposes



8) Toolsand strategies such as communication, coordination. cooperative decision-
making, and support between and among managers can help rectify any

inefficienciesin work environments.

These conclusions are drawn from the dataand the scholarly focusin the
literature to provide a synthesis of the findings for the study. This exploration delved into
the nuances of organizational change and the realities that at times appear incoherent, but
are. nonetheless, important to the management that is ultimately responsible for its

continued success.

Concluding Remarks

Thefield of management in health and human services organizations continuesto
evolve and adapt to constant change. State agencies fashion themselves to deal with new
legal mandates, such asIIB 2641, in order to copewith these consequential
environmental exigencies Research into the perceptions, actions, and behaviors of
managers at various levels provides a wealth of insight into the day-to-day, pragmatic

occurrences that serve to keep government working at its very best.
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_APPENDIX A:  Survey of Health & Human Services Agency Directors/Managers

1.

10.

“This survey is anonyms, confidential, andvoluntary for managers at HHS agencies.
-<The survey isabout erganizational change that impactsyour work environment and
“management responsesat your agency. Please cir cleonly one answer for each

| ‘question that best representsyou and your views: and returs the completed survey
-in theenclosed envelope by January 31,2000, I you are unwillingto participate,
please return the blank survey in theenclosed envelope. Thank yeu.

T o which management level are you currently assigned?

(8) Executive Management (E.D..Deputy. Bureau Chief. Division Director or Manager)
(b) Middle Management {Dcpartment Director or Manager, Section Supervisor)

Do you believe your agency experiences organizational change at |least once per year'!
Never Rarely Sometimes Frequently Always
(H (2) 3 4) &)
Do you feel that organizational change occurs too often”
Never Rarely Sometimes Frcquently Always
Do you believe legal mandates present barriers to the mission of your state agency'?

Never Rarely Sometimes Frequently Always

Do you feel that you are kept informed about important decisions about organizational
change that affect s ou and your employees’

Never Rarely Somctimes Frequently Always

Do your agency policies tend to constrain employee performance and limit coordination?
Never Rarely Sometimes Frequently Always

Do you consider your agency to have a productive work environment?

Never Rarely Sometimes Frequently Always

Do you feel that directors/managers need effective tools and strategies, such as critical
thinking, communication skills. and problem-solving, to promote positive change?

Never Rarely Sometimes Frequently Always
Asadirector/manager, are you ableto receive trammng in effective tools and strategies?

Never Rarcly Sometimes Frequently Always

Do you usetools and strategies (such as those listed in no. 8 above) regularly 1 your agency?

Never Rarely Sometimes Frequently Always




{Page 2)
11. Towhat extent do you agree that the following strategies are used by directorsimanagers
during the most recent reorganization in your agency:
(1= VeryTrue: 2 =Frequently True; 3= Sometimes True; 4 = Rarely True. 5= Not At All True)

(a) Promote a meaningful framework for understanding the nature of the intended
organizational change?

1 a 3 4 5
(b) Preserve old values as new ones are added?
1 2 3 4 3

(c) Communicate, champion. and influence the evolving vision in the facc of possible
mdifferencc or resistance by emplovces?

| 2 3 4 5

(d) Postpone judgments about a problem to determine the nature of the problem before
identifying a solution'?

1 2 3 4 5
{e) Esaminc guiding principles. beliefs, assumptions, and values?
| 2 3 4 5

(f} Initiate strategiesto implement continuous organizational improvement?

1 2 3 4 5
12 Asadirector/manager, do vou usually feel supported by other management staff?
Never Rarely Sometimes Frequently Always
13. When decisions about reorganization are made. do you belicve there is agreement between
thetwo management levels on these decisions?
Never Rarely Sometimes Frequently Always
14. Do members of your management level have a strong voice in the direction of new change?

Never Rarely Sometimes Frequently Always



(Pege 3)

15. When change is mandated. do you believe sharing information with all employees is
important”

Never Rarely Sometimes Frequently Always

16. Do you believe that there consistency between what is said and what is done?

Never Rarcly Sometimes Frequently Always
17. 1f you were able to offer ideas that would help facilitate organizational change. to what extent
would your ideas reflect the following:
(1 =Very True, 2 =Frequently True; 3= Sometimes True; 4= Rarely True; 5= Not At All True)
(a) Shared purpose across the organization'?
I 2 3 4 5
{b) Action plans to enhance organizational rffrctiveness?
| 2 3 4 5
{c.) Quality working relationships?

I 2 3 4 5

(d) Coordination between divisions and functions?

o]

I 2 3 4
(e) Shared valuesto bring about the desired changes?

I 2 3 4 3

Is there anything you would like to add that has not already been asked or explain any answer?
(Please indicate which question you are explaining)

Thank you for your time!

93



APPENDIXB: SAMPLELETTER

February 20,2000

TCADA

1515 West Mockingbird Ln
Suite 215

Dallas, Tx 75235-5609

Dear:

Enclosed is a Survey of Human Services Managers which | am using to satisfy part of the
educational requirements toward the completion of a Masters in Public Administration {MPA}. The
survey, which is voluntary, anonymous and confidential, is about organizational change and
about the managers or supervisors in Health and Human Services (HHS) agencies. | would
greatly appreciate your participation as a manager or supervisor as it will hopefully yield important

information about managing change in HHS agencies.

Thank you in advance for your time!

Sincerely

Catherine Gorham



APPENDIX C:
Organizational Change —Interview Questions for Management Staff

Thisinterview is about organizational changein relation to House Bill 2641.1 am interested
in understanding the changing environment in your agency and ways in which management
staff may respond to change.

2.

10.

1.

12.

What is your current position”
When was the last time your agency expcrienced organizational change?
H.B. 2641 addresses several performance objectives and overall management (i.e.. reporting
and accountability mechanisms, performance assessment in key operational areas, personncl
and employment policies, and quality improvemcnts). From your perspectivc, what do you
believe are the top 3 issues or challenges facing your agency today'?

a)

b)

c)

How will your agency's work environment change'?

How would you go about addressing and resolving chronic conflicts?

Arethere new skills and knowledge that management staff will need?

How uould you go about communicating organizational change to your employees?

As a director (manager), do you feel you havea voice in important decisions regarding
organizational change that affect you and your employees?

There is usually no single force that is behind organizational changes in agencies. What steps
would directors (managers) take to assess dl forces in order to implement changes?

Are directors (managers) at your agency given the opportunity to redesignirestructure the
agency tofit tasks required by HB2641? If so. how?

What do you consider to be the most important tools and strategies available to directors
(managers) that they can useto help manage organizational change?

Is there anything you would liketo add that has not already been asked'?



APPENDIX C: Transcriptions for Structured Interviews

1 What isyour current position? (designated in three broad areas)

AGENCY RESPONSES:

Middle Manager: Planning and Development Area.

Executive Manager: Human Relations/Resources Area
Middle Manager: Human Relations/Resonrces Area
Executive Manager: Oversight and Managcment Area.
Middle Manager: Hnman Relations/Resonrces Area
Execnttve Manager: Oversight and Management Area.
Middle Manager: Planning and Development Area

Execntive Manager: Oversight and Management Area.
Middle Manager: Planning and Developinent Area.

Execntive Manager: Human Relations/Resources Area

2, Whenwasthelast timeyour agency experienced organizational change?

AGENCY RESPONSES

Middle Manager: The most recent imajor organizational change was about fonr years ago. We
went from a previons structure (one of issuing recetnmendations) to asystewn in which we had contract
managers - peoplewho draw up contracts and assure that they are followed and evainated properly. So. as
aresnlt, we ended up having fewer in-house experts on areas specific to targeted population... Thiswas the
last major overhaul. We (also) had a major reorganization as a result of Suuset recoinmendations, but that is
just happening mow, and it's still happening, and esscntially it's amove back toward having in-house
policy expertise. We've created a Division which will, in fact, have the responsibility of doing surveys.
developing research on topic areas related to (target population). So in some wayswe've gone back to the
previous system. Becauseone of thc points raised in the initial review process of Sunset Review was that
wc had probably gone too far iu the direction away from policy expertise and that it probably ill-served us
in a munber of ways. Thelegidation specificaly stated that we were again supposed to have policy
expertise and make recommendations available to elected officials and policymakers.

Executive Manager: It isforever evolving. After the latest legislative session, and because of our
Sunset hill, one of the things they said is they want us to be the be all, do all, end all on agency policies.
and wetry to pull asmany resources from many other areas, and what positions were vacant and we pulled
theminto and created a new division involved in policy and planning. ... So that division is quite large as
compared to what it was prior to the last session. This has been the most recent change. We've gone
through an awful lot of change. I've been with thisagency for (several) years. Wc really do consider
ourselves one of the leanest and meanest agencies around. We really have no duplication of effort. Wc all
work extremely hard try to think out of the box and wc do morc with a heck of alot less. Prior to thisour
biggest change and we kind of jokingly say that oncetheink's dry on the organizational chart, itstime
to changeit again. We really do. Wewent through. at least 5 or 6 yearsago. a mgjor shift. from program
areas to contract management. The world of health and human services contract tnanagement was the buzz
word, and wefocused an awful lot on that. We were kind of the lead agency to kind of do that. Wekind of
made soine inroads and had an awful lot of people looking to us and saying what wasit that vou did. So,
we've been through alot of organizational change. Pendulum swings into what they want usto do and look
at, so our contract management it land of swung back the other way.



AGENCY RESPONSFS

Middle Manager: Onetime. E.D. was named. which happened (a few yearsago). Values started to
changein the organizational culture. In 6 or so years, there were (several) E.D.s during that time. We
underwent a lot of change. The dynamics of having anew E.D. involve restructuring the organizational
chart, and drove change in the organization.

Exccutive Manager: Right now experiencing. prior tothat it was (about 6 years ago) was the last
major.

AGENCY RESPONSES

Middle Manager: Our agency isfairly young. it has had incremental organizational change. Such
asin 1997. with are-shifting of several divisions, and two years ago. thcre was another change.
Exccutive Manager: No major changein the last 6 years Organizational change islooked at asan

amorphous function. Minor changes which had significani, practical and cosmetic impact on how we do
business.

AGENCY RESPONSES

Middle Manager: We're in organizational change right now; agency asawhole.

Executive Manager; Currently experiencing organizational change We started (several months
ago) and we continue planningfor it.

AGENCY RESPONSES

Middle Manager: Approximately 1 month ago, have a new organizational chart, we've been
embarking over afew months. The organizational chart clarifies the granite, the content of al of the
changes.

Executive Manager- Just a couple of weeks ago. Actually it started (several months ago) with the
retirement of three of our top staft... Wc went back and looked at our organizational structurc and our
problem with our chart was that we're very. very horizontal. And wc needed to bc a little bit more vertical.
Wc're small in comparison to some of the larger agencies. so we went in and we looked at functions...
Because we've alwaysbeen so small. we just didn't have that luxury (having certain positions and the
functions that go with those positions). So now we-re going to get that. With this new reorganization. it's
already working alot better than what it was. ..we allowed pretty much everyone to be involved in the
staff reorganization, in the agency reorganization. We told them what we were looking at. Let's look at
functions. we don't people losing their jobs: that’s not what thisisall about. Again, the resounding cry was
we need (certain positions). Wc had staff that really got involved in thisand gave usideas. One of the
other things that stafl wassaying isthat we were too horizontal. With the way we redid this, wedid cut
thisdown by one unit. That land of helped alittle bit. To do what staff wanted usto do. we would have to
come in and really go through a severe organizational change and pcople would have to lose their titles.
Our ED wasn't interested in doing that

3. H.B. 2641 addresses several performance objectives and overall management (i.e.,
reporting and accountability mechanisms, performance assessment in key operational
areas, personnel and employment policies, and quality improvements). From your
perspective, what do you believe arethe top 3issues or challenges facing your agency
today?

AGENCY RESPONSES

Middle Manager: A) Has to be best value, because we arc still defining best value And cveryone
hasadifferent definition, even between the legislature and the agencies there are different definitionsfor
best value. So. that to me isone of our biggest challenges isto understand what their definition isand
incorporate that with our definition and mission. That is the key issue to me right now, for both services
and operations. B) The second top issue. wc share with other agenciesisfinding and keeping the
qualified staff, the retention isareal challenge. The hiring and then the retention of stafl go together.



Middle Manaeer (Cont’d):  Certainly over the last 2 years, we have lost and gained so many support stafT.
Being a small agency we don't pay as mnch nor do we have as many promotional opportunities. Being a
small agency. we get them. we train them and they leave for a better paying job. C) Defining ourselves. |
think because of Sunset. the Legislature, because of all of the accountability mechanisms and performance
assessments ihey have made, | think every agency. certainly our agency, looks at itself, what are we, what
do we want to be. how do we portrav ourselves. But its how do we want to look so that we can provide the
scrvice. But its more internal. These are ethics. defining what arethe values. | do think best values has
challenged us to do that. They all go hand in hand, and of course that has to do with the staffing because to
define ourselves. wc have to find the staff that can work for us. What are wc looking for in people?Do we
want someone who's good, but doesn't care about people? Do we want someone who's slower, but realy
cares? How do wc want our workforce to look. So all of those kind of interminglein my estimation.
Executive Manager: A) Fiscal issuerelating to' best value" isthenwnber |. B} Automation is
number 2; too many things being done mechanically, and it takes time to process paper. C) Reaching
every expanding clientele

AGENCY RESPONSES

Middle Managet: A) Prumoting effective collaboration; how it isimplemented iskey. B)
Maintaining moralefor staff within the agency and keeping staff; C} Need for being more personal,
what does it mean for the ultimate concern should be on the forefront.

Executive Manaeer: A) Role of providing direction and leadership. it's arcal challenge. especialy
todo itin a way that resnlts in positive outcomes for the system; B) another challengeis helping or
assisting everyone with recognizing that change is good and can he positive and helping people adjust
to it, because some people adjust to it quickly, others have a more difficult titnc; its helping people analyze
what are really the necessary things we need to do and what are we doing that isnot contributing to systems
improvement, what's not contributing to efficiencies and having people be more analytic about that.
Because as you know, people learn this is their job and they don't know how to get out of that box. I think
there's some challeuging personnel issues associated with bringing about change: C) a real challengeis
knawing or having measures of if we'rc doing what we say we are going to do or not and applying them
across the board.

AGENCY RESPONSES

Middle Manager: A) First of all. having a clearly defined vision. what the agency istrving to
achieve and accomplish in the State of Texas. Under that 1 tlink of issueslike how to provide the services
what we are mandated to provide. how do we ensurc the quality of services, how do we ensure that we arc
meeting the needsin the state. how do we ensure that we are maximizing all the resources that we have to
be able to provide these services. In some ways, to be able to assess whether you're on theright coursein
aclueving what you're trying to achieve. B} Y ou have an organization in which the employees know what
that vision is, and what do they do or activitiesthey perform arealigned with that vision, so that
everybady knows what the charge is. and to know what needs to be done to get there and they are
committed to get there. €) Have to havefiscal resources and materials, good automation systems; then you
got to ensure that you've got the right people in the right places, and that you've got a well-trained,
confident, qualified staff to get the job done... That quality work force becomes a challenge.

Executive Manager: A) Reporting and accountability are both issues and challengesfor the agency.
B) Quality improvements are also important; we need decent and accurate reporting and accountability.
C) Personnel and employee needs; we need training; induce cultural changein the agency.

AGENCY RESPFONSES

Middle Manager: A) 1 would say it's dealing with the implications of Texas' population asa whole
and for governmental policy... helping convey policy recommendations... developing and
communicating policy recommendatiuns to elected officials. Thisincludesdealing with the population’s
concerns. long-term care. demographic change. the whole nine yards basically. B) One of our
responsibilities is making policy recommendations to elected officials. €) The other would bc from the
consumer standpoint -creating a more seamless service system so that even though you're getting
services from several agencies, public and private, you don't have to be aware of the transitions between
one source of help and another. You can have somebody help coordinate it, help you make your way
through the system.



Executive Managet: A) One because of the sheer volume of it. the reporting, you know last session.
the legislature really just put in many, many, many. many new reporting requircments, somc of which
might make sense. some of which don't seem to make sense. some of which arc duplicative, and it seems
like we're ovenvhelmed with the reporting requirements.  B) Another issuc for our agency. and { think
maybe because of the way we're structured, might be the performance assessment (discussion about the
services to targeted population). We get our money from the feds, we then passit down to the (local)
agencies. our "networks" in the state,.. and then they either contraet out for services or providetlie services
themselves.... Wc've been doing some multivariate research to see actually what's going on with our
population. Its about ensuring they got iswhat they needed to help live an independent. more productive
life. Its what benefit they got in what we want to look to in a perfonuance measurc. itsvery diffieult.
Researchers to formulate state policy to show yes this iswhat we need to do. C) Being a small agency, we
are better able to have internal controls. It's making us re-evaluate the caps on staffing. We looked at our
staff and we can look at our processes. and we redly reduced our staff a while back. What happensin state
government, wheu you do that they don't give you those back. Y ou have to go and you have to ask for it.
Many times the answer you get is no. In the thought proccss. we really want to he stewards of thetax
dollars, we really want to do our part to save tlie taxpayers money and get tlie best service. We don't want
to overstaff and then of course. later o n when you're giveu more responsibilities and more work. you don't
get those staff back which makes it pretty difficult.

AGENCY RESPONSES

Middle Manager: A) Interagency oricnted in that we are now learning how to function in the
context of the systemsin agencies that have a myriad of statutory responsibilities, a variety of
organizational structures that cross state and local lines. ...we are going to have to do thisvery interesling
dance together with al these key issues, downsizing, maximizing our efficiencies, maximizing federal
funds, and restructuring multi-systems so that we can leverage the process. And thisisin anew economy.
B) Shifts. dramatic shiftsin theenvironment in wluch we function. and dramatic shifts are the market
economic shifts that are driving the proccss aswell as the demographic shifts and the political shiftsand
even technological shifts that are affecting tlie environment in which wefunction. Agencies have to
compete not just witli necessarily other agenciesfor goods and services or revenue. to deliver the goods and
services but they are also in competition for private enterprise. a new economy... There’s soing inhereut
issues that drive this process that arc also unportant. The issue of the body of ethics, a body of beliefs that
would suggest thet what we're doiug is truly representative of the people, the public trust as opposed to
special interest. And all of those issues make thiseconomy that we'rc in an extremely difficult task,
because we really aren't part of tlie enterprise citlier... C) It's critical thinking or strategic thinking and
strategic action. Itsan informed. fluid and capacity Tar organizations or system of organizations to makc.
Qualitative shifts in direction to meet any given issue or any given circumstance in this market economy we
funclion in. And that means, if an executivedirector of an agency, even if its only an agency with 15 FTEs,
doesn't have some kind of tangible understanding that what happensin China will tangibly affect their
decision making right now and the future, they're out to lunch. they don't get it. That's another important
1s881€.

Executive Manager: Again 1 refer to usas a sinall agency in comparison. To usil’s another reporting
mechamsm. Wc've got to report rnorc paperwork. It's somebody else watching what we're doing. That’s
one problem. The other challenge is our uniqueness.

4. How will your agency's work environment change?

AGENCY RESPONSES

Middle Manager: Well, obviously we're going to be - in fact already are -working moreclosely
with other HHS agencies, but the full extent of thisinteraction isyet lo be defined. We've only now
begun meeting face-to-face with the Commissioner of the HHSC. We're meeting today with staff of
another, s0 there’s going to be morejoint planning, joint coordination and so forth with other agenciesas
we move toward the eventual mcrger That would probably be their topic area. 1think alot of things,
would be affected. For example, the means by which we pay our contractors. All different agencies have
different setups for that. We have difTerent ways of dealing with contracts to provide services. And rate-



Middle Manager (Cont'd):  setting isareal big deal. So that kind of hardcore, point-by-point
consolidation of effort will be necessary. And. of course. there's the process of figuring out areas where
perhaps we shouldn't change. In some cases it may bc that different incthodologies. diffcrent rate structures
and so forth exist for good reasons and should continue becausc they're the most efficicnt.

Executive Manager: Weall havetolearn how to cross-do, know what the agency as a whole needs
and pick up where we can. You realy havc to work very hard at being multi-tasking, you can't spend an
awful lot of time focusing on one thing, you have to get that done and move on to the next, you really need
to look at your processes. and say can thisreally be donc adifferent way. A couple of things we’ve donein
the last vear is we outsourced (a section) to another state agency.... We're looking at outsourcing whatever
wc can in relatively large chunks... Being small. you can't bc an expert in every hat you wear. You're a
generalist and in some cases that mcans having to get the book out and spend a lot of extratimc to deal
with an issue that you might only dea! with ance ayear whereas soinebody clse who deals with that on a
daily basis can ded with it right. That's how we're dealing with an awful lot of the changes in relation to
reduction of staff. With atlrition. we surely take advantage of saying "do we really got to do it this samnc
way we’ve alwaysdoncit can we do it differently?”

AGENCY RESPONSES

Middlc Manager: A lot of change that will take placein nur erganization hasa lot to do with
who’s at the helm and who the leader is. I think that the lcader will sct the tone for change... So the
Icader is going to take a big part in leading and can ...take us to another level. It hasa lot to do with what
kind of tcam will be developed. and whether that person will listen or whether that person will not be afraid
to make change. A lot of it will havelo do whether that person really cares about this agency, his or her
commitment to it. is it just ajob for them or isit something that they really can vision.

Executive Manager: Prnductivity will increase because of the quality and quantity of the agency
efforts. Inspirit it would be a happier work cnvironmcot if the agency and the emnployees werc productive.
It will help usto fcel good about aurselvcs.

AGENCY RESPONSES

Middle Manager: | think the changeisvery immediate because either we start addressing today
the mechanisms that we have to havc in place to accomplish the performance assessment or wcrc nor going
to make it when it comes timctodo it. So. | think itsaffecting our work environment now... The work
environment haschanged to more questioning of our own values as an agency. So there's more
communication between people, between divisions, whcreas before, you do your piece and 1 do my piece,
and you just stav in your office. and | stay rn mine, and wc don't intenningle. Wc intermingle niorc now
because we’re asking where arc we going, what arewc doing, and that causcs us.to include the time to talk.
Executive Manager: This isa small ageucy, so therewon't bc alot of change. Wc will still be doing
personal contact. automation reduces travel. and the like.

AGENCY RESPONSES

Middle Manager: M ore management roles and oversight; take higher road for management: and
consulting.... If not directly invelved, you lose sight of the true intent.
Esccutive Manager: We had teamwork in the beginning, but not support from state leadership in the

same way. And then wc lad change in management, and wc haven't had teamwork for a long titne. and |
think wc'rc having arcal struggle to get back internally to the kind of teamwork that we need to build. And
| think we're getting there, but | think that isa real change that hasto be... it's a very deliberatekind of
internal collaboration and teamwork and sharing of information that hasn't always happcncd.

AGENCY RESPONSES

Middle Manager: That's very difficult to say, | realy don't know. | think | have an idea of how [
think it will change. How it should change, wc arc confronted with a significant paradigm shift in
organi zations. While we know. the market economny isdifferent, it suggests wc have to do things
differently internal to the organization. Wc have to leverage knowing full well we have limited FTEs
Wc have to take people out of theindustrial revolution and catapult it in the micromillenium way of
looking at things. ...it isthe job of every employee tn innovate, to make decisions, to handle
accountability, accountability gets applied to the organization. With that goes, the necessity to share
power. Everyone must share in power, and everyone must bc seen asan expert in their own right aswc



Middle Manauer (Cont’d):  give them thetools, creativih and the responsibility for a process. And
instead of structuring organizationsrigidly to operations management, | think its becoming more important
to structure processes of organizations and that people who are mvolved in the processes. whether we’re
making awidget. or shoe or developing a policy or constructinga set of rules, everyone involved in the
process must haveinput. Those closest to the action tnust have the immediacv of decision making. We
don't have lime to runissues up in an antiquated chain of command... because if we allow that to happen
we'rc in an economy where change happens & acataclysmically, and from moment to moment what's
reality now may not bc reality tomorrow. Often times when information travels, communication through
the vortex and hack tothe worker beeswho havc not been empowered. it's an old issue. It's too late to
make a decision, it's too late to capitalize on a market share where a window of opportunity opeued up and
it ends shut... No one waits on vou. It beginsin an organization with ernpowering everyonc Secretaries
havc to be empowered for whatever part of the process they're involved in. So whether we go there or not
asan organization. 1 don't know. But 1 know that organizations that arc thriving are alrcady doing that...
Executive Manager: Depends. Weare in the early stages and HB 2641 has not hit that hard yet.
Going lo many meetings. Reporting - attending mectings and stretching limited resources.

5. How would you go about addressing and resolving chronic conflicts?

AGENCY RESPONSES

Middle Manager: My personal belief is that most of the time, conflict and definitely chronic
conflict comesfrom fear. And | address fear through education. You have to educate the people that are
bringing up the conflict. There's a reason why they're feeling conflicted so I'd want to open thelines of
communication to find out why they feel the conflict and 1 want to educate...Because if vou’ve cducated,
and you've been clear about what you areas an agency. and they don't like it, then they also have a choice.
But | see usas being responsible for bringing up the choices.

Executive Manager; First, identify to ensure there ischronic conflict; second, resolving statc and
governmental conflict through Alternative Dispute Resolution, mediation, negotiation, and arbitration;
strategies and methods inherent in ADR Laook at what ifs; manager responds to get the job; uses
resources and makes decisions.

AGENCY RESPONSES

Middle Manager: The mechanismsarealready beginning to operate. The Cornmissioner has set
up several interagency workgroups already. In the past, 1 think when conflicts between agencies existed,
the tendency wasfor the agencies involved to try to work it out among themselves. Of course there was
always a serious effort to resolve conflicts. but when those efforts failed, we would simply agree to
disagree and keep on doing what we were doing individually Now with the Commissioner's stronger
role, including the ability apparently to hireand fire Executive Directors of agencies- something that
didn't exist before - the Commissioner becomes the arbiter. | think agencies certainly should continue
trying to resolve conflicts and inconsistencies directly. but that ultimately the'referee’ should he the
Health and Human Services Commissioner. | think that's the intent of the legislation, and hopefully that
will happen.

Executive Manager: | think the big key iscommunication. You know, at some level there's always
going to beconflict, especially when you have arelatively diverse workforce because you're going to have
different opinions and you're trying to mesh all of those different opinions together to come to whatever the
best solution is. So. that's going to create conflict which isnot always bad. The more vou communicate,
stick with and work through those conflicts, the better off you’re going to be. You know, just cause you
don't agree, doesn't mean that's a bad thing and it might even produce a better solution. So, I think
communication is the big key to resolving conflict and consistency, too. Make sure you approach it from
the same consistent manner, policy-wise.

AGENCY RESPONSES

Middle Manager: With regard to 2641, need to reinforce vision and ultimate goal: if identify
what it is. you can settle for the ultimate. Need to ask the questiou, isthis going to help me with
implementing changes; and have the flexibility to redesign the structure.



Executive Manager: | never find that once everyone understandseach other and knows what the
common goals are, that thereisany conflict. So | think that first of all, information sharing, education.
educating each other. and once that is understood. weall have very common goals. then it’s usualy not a
problern. ... what | found isyou keep addressing specific issues, and you focus on the specitic issue that
needs to be resolved at the inoment.

AGENCY RESPONSES

Middle Manager: It's important to look at the manifestation of conflict. and look at how it
manifests in a number of different wavs that might appear to be wc have a problein with communication,
or welavea conflict concerning policy. or have a conflict concerning a career ladder, or its personalities.
or itsdivision against division. and so forth. To me, itsimportant to look at symptomology but that is not
thediagnosis. and if we really want to do a good diagnosis, wc have to look at what is the culture, not just
what isstated, but what is that people doin tcnns of the culture. Therc's a culture of managing cach
organization. Itsreally a culture of tlusishow we do this. this, thisis how we make decisions, thisis how
we agree, this iswho playsrolesin that process. and there isaformal stated piece of that. and there’s an
informal unstated piece of that. To me that has to be analyzed and defined... It's also very important to have
a grasp of rules, policy and procedure and mandates that are clear. and sometimes conflict can be as
simple asrevisiting one's tmissions, one's philosophies, and what onc has publicly stated about thisis what
the organization isabout. and some say we are supposed to be about this and we’re not this. and flat can be
apoint of conflict. So it's important to look at the obvious stuff that crafts, shapes. and guides what an
organization is, what that organization does. and why it doesit.

Executive Manager: Being up front. honest and putting al the cards on the table, addressing
limitationsand resources. Could be internal conflicts(HB 2641) if told to attend meetings and report.

AGENCY RESPONSES

Middle Manager: Mect with parties separately, will want to get a feel for what's the lustory. what
arc the issues and barriersand perceptionsthat exists. | would get the main leaders. Meet with
representation of party A and party B. Then | would identify commonalities. Then hring leadership
together and have them maybc for the first time, hear cach other’s concerns. | would actually lave then
identify real issues, in avery controlled way. Determine what is needed and identify solutions. and try to
Ieave there with some commitment to an action plan to flunk about specific things that could be done.
When implemented. | would have a follow-up mecting.

Executive Manager: First, we need a better processstructure in the organization to be able to see
what's being done: wc will then he able to produce better results through a better process structure.
Conflicis result from things not being "normal ™.

6. Arethere new skillsand knowledge that management staff will need?

AGENCY RESPONSES

Middle Manager: | have to say that at this point we're still trying to find that out. | would say,
though that given thefact that a lot of managersare in their 40's and 50's age-wise. a greater familiarity
with new technology would bc very helpful. Technological meansof gathering and disseminating
information can be really helpful. Greater undcrstandinf of the potential of technology would enable us
to create more efficient means of service-deliver)., informatiou-gathering and rescarch-gathering. Also, 1
think we need to make an effort to communicate with elected officialsin a clear, straightforward non-
technical way in providing useful information and recommendations to elected officials. Evenwith a
complicated. essentially bureaucratic problem there has to be away to present it to an elected official so he
or she can appropriately resolve it. There's been a tendency, | think. among government workers to
complain that the legislature takes action without a real understanding of the governmental process. So it
becomes our responsibility to educate them more about how government works, and why it works the way
it does. and what issues we're tryingto resolve. who we're trying to serve, why we coordinate in some
areasand don’t in others. Soall of those areas that we're being asked to deal with now... if (elected
officials) can understand. .. if we can communicate more effectively with them and make our reports scem
less bureaucratic, then | think we'll be better off.



Executive Manager: 1 think so. A lot of times. when vou have the new business buzz words. and vou
recycle the old words. “management by objective,” you change it alittle bit and repackage it. 1 think you
forget too and you need to continuc to hone vour skills whatever those letters from college might be. So 1
think that's very important to always bc looking at new skills. Each manager is different in how and what
worksfor them. Whether they need to change Uieir management style a little bit to get something to work,
they can find out, they've been doing it one way for so long. vou can get them to do it alittle differently.
Woc t n to do management training ou arcgular aimual basis of some sort. Because we're small. wc
probably don't do it as much as sowne of the bigger agencies. But when we do it, wetry to do it inagroup
together, so that we're kind of hearing the same thiug. So 1 like to at least once ayear . . 1 get the
management staff together to do at least one training per year. 1t works better when vou comne back to
implement because everybody s on the same page.

AGENCY RESPONSES

Middle Manager: Our managers need to bc trained on how to manage. They nced nianagement
101. they need concrete resolution training. how to devclop perfonmance evaluations and progressive
discipline for staff Y ou need to have alocal group. cach one that outlines what each hasto do. Managers
need training in communication. interpersonal relationships. and building a work team. Getting them to
understand there has to be accountability so cvcrybody in aligned. They also nced to know how to make
decisionsand stick with it. Gathering the facts and crploring uptiuns, analyzing situation,
experimenting and trying out new things. allowing peoplc to have input. Bcttcr understanding about
motivation. what challenges people. sornc basic training on treating pcoplc the way you want to bc treated.
There are a lot of policiesand procedures that govern the agencies that managers need to know and
understand. .. Part of it, is thcy haven't rnade this a priority. When culture strueture changes to more
accountability. thisincludes knowing policies and proccdures Most of problcmsthat managers have are
related to the people they supervisc 80% of managers time is supervising. and on problcms created by
peoplc trying to get along in the work environment. That's where we speud our timne, and where we nccd
tofocuson training.

Executive Manager: Yes, we need and should be allowed to acquire skills toward ieadersiup styles
versus old stvle ol management by intimidation. We need to find new ways to improve and bc more
productive through intellectually doing soinething better.

AGENCY RESPONSES

Middle Manager: To make sure we have connections with experts, business reengineering. will
need to pull in the experts. Also. there’s a need to have good facilitation skills lor agency's standpoint.
listen and lead very diverse groups.

Executive Manager: 1 think that negotiation skills. conflict resolution skills at a very high level, and
ability to direct processes. because you can't just look at structure. And you have to look at processes, and
understanding processesand how they work, you cannot ignore that. 1 also dunk that therc's an
understanding that different staff are at different levels and understanding. and there’s a need tu
understand that it takes various approaches, you can't really treat everybody alike Differeut peoplc
need different approachesand management styles, so being considerate and responsive to evervone you
work with.

AGENCY RESPONSES

Middle Manager: 1 believe itsimportant that if we're going to strike some semblance of synergy
systemically. then let’s get on the same page, and come up with sorne type of agreement. Not let it bc
rnanagemcnt by personalities, and management by personalities that have political dues to be paid, or
hidden agendas. or individual psychopathology that gets loaded into the process of management... But
sincewe're talking about a new ecconomy. | would hope that wc all then empower all employees to be
leaders. It's also an issue of ernpowering to participate in the process.. They're in charge of the process.
with limitations of what's ethically soundly appropriate relative to process. That's atraining issue aswell
as management philosophy issue that has to happen. Another issueisthat all managers, all public
agencies, should he well trained on management techniques and leadership issues, | mean well trained.
And it's a pity that that's not the case. it leaves a gaping whele in the process of maximizingefficiencies
and between organizations. It is totally unacceptable. but it exists. [ think what al so should happen, leaders
through govermnent and other organizations. must somehow be taught and somnehow empowered to bc a



Middle Manager (Cont'd): part of the process of strategically thinking. strategically planning. and
strategically implementing these qualitative shifts in directions that must accrue and occur quickly. Aund
that's not done. No one is pulling that together. It's the way we've aways doneit. You work you’re way up
the ranks. start asline staff person. and now amanager, and don’t get it. Look at things from microcosmic
view instead of large scale global view. Itsland of practice and culture and how people get into leadership
positions. There's no coherent philosophy. Some get there because they know someone. not based on
principles and skills. It’s not just state government prabletns. To bc held accountable, requires mcasurc of
leadership.

Exccutive Manager: Automation iscritical forall staff. but particnlarly for managers.

AGENCY RESPONSES

Middle Manager: Definitely, from simple mediation skills to knowledge of diversity... people
need to gain knowledge that people are different. That not everybody thinks the same way. and therefore,
as ainanager, | have to hear people, so 1 can learn how they think and then work through that. And that's a
skill 1 don't find very much,. . The other skill that management staff will need in this day and age is
fluidness. If there isa new idea that we never thought of, and | don't want to ...say "think outside the box".
but 11s like if somebody just came up with a new ideathat none of us thought of. the tendency isto say "oh,
that won't work." and 1 think in today's day inage. wc have to say. “huh. how would that work." rather
than ""no. that won't work." And those of us that are getting alittle older are not used to that fluidness.
we’rc nsed to saying no. you do number |. number 2. nienber 3. That's it. | think that younger people are
mnch more open to "' ok. we'll by it thai way." And | think we, managemnent. has to learn to do that better:
be open to new ideas. ideasyou nevcr tricd before. even ideas that yon've tricd before and didn't work.
And so 1 have to say. maybe it'11 work today.

Executive Manager: Automation is ane skill. Employee-emplover (manager-subordinate)
relationship skillsis another. Changing jobs and the need for technology May haveto deal with people in
adifferent manner, sceking of ideasand sharing of information. Workforce that brings new skillsad a
fresh perspective, and make sure what wc're gening.

7. How would you go ahout communicating organizational changeto your employees?

AGENCY RESPONSES

Middle Manager: | would have an all staff meeting. And 1 would have certainly the CEO chief,
the executive director. | would also in combination with that have a fact sheet. because somcpcoplc leam
by reading better than by hearing. So | would do it at the same time. They come into a meeting, and 1 would
pass out the information and | would have the exccutive director, whomevecr. talk about it, say "these are
the changes, thisis what's happening with us." Then | would say "I know all of you will have questions. 1
know there will be concerns, 1 know there will be whatever. so when we lcave here, or somctimc today.
each of your division directorswill havea inceting. will meet with al of your staff"

Executive Manager: Reorganize and some changes are very difficult for some. Example isED
calling m senior level managersand brainstorming (including the use of subliminal messages), and planting
Executive Manager (Cont'd): the direction: management needs to know before and have some ideas. Put
ideas out and communicate prelisinary thoughts. additional layer of HHSC any changedoneat Icast until
barriers are addresscd. Clear sense of direction. ED*s mass communication first, then seek input, not at
lowest level staft, but semor and middle level managerssurely would have input: dialoging with them.

AGENCY RESPONSES

Middle Manager: It's not a hard thing to do really. We have people here who have stayed well up
on thelegislation and understand theissues at hand...1 think it'sjust a matter oi keeping them up-to-date.
answering questions that they pose to me asaccurately as 1 can. trying to limit the amount of unfounded
speculation, and keeping communication on a factusal level ...that helps me communicate to them how
these changes are going to affect them personally in their jobs.

Executive M anagecr: Again because we're small. we do that pretty easily via word of mouth. We hold
monthly staff meetings where the entire staff comes.. Each director talks abont what their division is doing
S0 wc get some good information about what's going on. Many timesadivision director will do a




Executive Manager (Cont’d): presentation about maybe one of their programs they’ve got going on to get
alittle more in-depth knowledge. We communicate alot also viaemail. ED is pretty good about letting us
know whenever (ED) goes to meetings on what people are saying. . .. We also try to let people be involved
in whatever they'd like to be involved in. Then we have weekly management mcetings. We also put our
calendar out by each manager; we do include what meetings we're going to and what projects we're
working on.

AGENCY RESPONSES

Middle Manager: Onething that has to happen is that the ED and the deputies first of all haveto
be united and function as a team. and the people need to see the) are a team. That doesn’t mean that they
won't havc an issue. But when they walk out of that executive office, they need to be united. Itsimportant
that the executive management walk the talk. Because it will eliminate most reservations about not
knowing what's going to happen. The managers have to figure out a strategy. how that can be done in a
forum to articulate the vision and the changes that arc going to occur and why.... Continue to havc
Information out in the ncwdlettcr. have questions into the ED and have them addressed in the

newsletter.... Multi-cross functional teams helps develop relationships. When you can havc people actual
hel p. the more you have buy in the more you have ownership. That's a good way to approach it.
Executive Manager: Alwaystry tofind a hook that affectsemployees jobs positively. There arc
reasonswhy people resist change. It ties back to research on the primitive part of the brain that sayswhen
thereisloss. it equalsto death. So with change. thereisloss and it isequated to death. Peopleresist change
but we can help them to adjust to change.

AGENCY RESPONSES

Middle Manager: Sharing as much information as | have: and having the information be based
on fact. Keep reminding staff about the vision and demonstntc it through logic; promote and articulate a
common vision.

Executive Manager: Well | have afew quotes. | use something like “Whatever today. whatever.
resolving for the moment.” | use those phrases alot and use it for the moment. and thisis how it is today.
Or thisis aprocess and thisis where we are in the process. and really helping thew to begin to think that
way. You cannot look at these thingsin black and white because the system is so complex. that as you learn
more things that impact any issue you're working on, you've got to bc able to adjust your solutionsand
your ideasfor where you're going. And so you’ve redly got to understand the process with many pieces
toit. and that every piece to that you have to make an adjustment. It’s really a strategic management. You
redlly, really have to do that, and that's very difficult for some people who want to see things in black and
white. And for those employces, it's very challenging to manage. very challenging. And | think for those.
maybe you have tofind particular things that can work on particular niches that cnables them to be more
comfortable, and you have to match that with the employec. Until they can get to the point where they are
more able to see the process and to adjust to it. It's very difficult. 1think all thisreorganization and doing
all thisand all the processes that are going on now, a lot of people do get to the point where they either
leave or do get to the point and say. "'whatever!"

AGENCY RESPONSES

Middle Manager: | wouldn't do it in memo, but it is part of process. My preferenceisfor
communication flow to be as personable and as genuine as possible. And alot of it dependson how large
the organization is. If you arc a relatively small organization, you can have a staff meeting and you can
talk about the issues and mavbc even broach an) concerns. If you're one of these huge mega-agencies. you
have to depend on either letting divisions, or units or unit managersfilter down the message and the
information, it all depends on structure that defines the communication patterns and how cominunication
flows, It just depends on the agency. Maintain two principles of being personable and genuine. They
are very basic in communication theory that oftcntimcs overlooked in organizations... Subsequently. we
havc to get some feedback, and it's a very basic thing, wc overlook it every day, communicating
organizational change. If you want conflict and confusion, try sending out an etnail message to 550
cmployces. They get 500 interpretations.

Executive Managet: Be asopen aswecould be. Mectings, appointed commitiees from each unit to
provide suggestions. That is theadvantage of being a small agency.




8. As adirector (manager), do you feel you have avoice in important decisions
regarding organizational change that affect you and your employees?

AGENCY RESPONSES

Middle Manager: Yes, | think | haveformal input but | also have informal input. | have informal
mput because since I've been in the organiwtion for along time. I’vc developed relationshipswith
people... So | know that | have some input by virtue of thefact that | developed and maintain relationships
and kept lines ol communications open. The other thing is in regards to the formal organizational structure
...We have our management ineetings that provide opportunities to present our ideas. Those are two ways
that there's input.

Executive Manager: Definitely - al the voice! More so to develop the organizational chart.

AGENCY RESPONSES

Middle Manager: Honestly. no. 1think this has al been pretty much prescribed from without and
given to usto deal with...onceit getsinto the legisature. the committees. it’s kind of in the hands of the
members |hemsclves and any independent advocates that we may have out in the ficld. (HB) 2641 occurred
largely as aresult of decisionsthat were made at higher levels. We wcrc not realls given much of an
opportunity to change the outcome. Certainly, wc can work with legislators who are knowledgeabl e about
us. but it's really what they do on our behall. And even there, it wouldn't be accurate to say that they're
working ‘on our behalf." Their activities really have to do with assuring that an ideal system isin place, and
that means integrating the concernsand abilities of alot of different agencies. So really wearejust part of
the big picture here. It's pretty much in our hand to take the mandates and run with themn at the point the
legislation is passed. Within our organization, | think there is some opportunity for input about how the
mandated changes will occur, but always with the understanding that certain results are dictated to usand
that all we can really hope to affect is the means of reaching the ends.

Executive Manager: Very much so. particularly thisagency. ED is pretty good about facilitating.
saying you all figureit out with parameters and isaways looking to take on more responsibility or go
outside of their box, or do whatever they want to help.

AGENCY RESPONSES

Middle Manager: Absolutely, | think my executive director has gone out of the way to ensure that
every manager feels that their ideas are heard, their concerns are listened to, and whether there's agreement
to do it the way wethink it should be done or not. Y ou don't havc to agree with me, because they
ultimately have to make the decisionsfor the hetter good of the whole agency, and | may not be saying
everything for the whole agency, even if | try to, but | may not, but | think they have to hear each onc of us.
Executive Manager: Obvioudly | do have a voice because of my position; input drawing frowm 20
plus years of management function: bodies come and go; change is about functions.

AGENCY RESPONSES

Middle Manager: | do feel that | have a chance that benefits (tlie agency), and all lawsfor
employee/employer relationshipsare implemented and that we are in compliance with thelaws... Things
that can be done to make the workplace better...I feel very comfortable addressing issues. The ED and
directors usualy listen and are very cooperativc.. Just by nature of my position, they listen more.
Executive Manager: Yes. | do have a voice; it has recently happened here when people started
seeing redlity and the whole picture. It's not about suggesting change, but presenting reality about what’s
really going on. Theroleof managersisto help facilitate that processthrough a team effort.

AGENCY RESPONSES

Middle Manaeer: On aLikert scale (1-5). about a 3 because there are political factors that do
affect how changes roll out. | am able to give input but | believe there isa minimal effort made. and to
what degree input is used has to be in the context with the political climate aswell aspersonalites.
Executive Manager: Yes, well | make myself heard: | don't think that there had been an adequate
process in our agency for everyone to have the kind of input they could havc had... It's really a process of
negotiating our own way and [eeling like we have a voice, and making ourselves heard because it's not
really explicit that you can do this.




9. Thereisusually nosingle forcethat is behind organizational changesin agencies. What
steps would directors (managers) take to assess all forcesin order toimplement changes?

AGENCY RESPONSES

Middle Manager: All wecan do isgather information to make assessments Inevitably. there are
unintended respouses; we can try fact-finding mission to make sound decisions. Stcps that agencies can
lake are sharing of information.

Executive Manager: The main thing isheing responsive to strategic suggestionsfrom everyone
else | mean you havc to lake all that into consideration and being willing to adjust. ! think you listen, you
talk to people...| think that a lot of it depends on top management and what kind of system or
structure they have set up and how good the conumunication i sacross the agency. And if it's not good. or
don't have a high levcl of understanding of what's going on in the process, then you fcel defeated. You're
kind of stuck.

AGENCY RESPONSES

Middle Manager: | think. for example. that when MOUs are developed with other agencies, or
when strategic plansare being made, thal's our oppertunity for input.... The interagency workgroup
and MOU-developinent processes and the strategic planning process - thisiswhere we have our shot a
affecting what happens.

Esecutive M annr: I dunk again communication has got to be the first step. Its so easy to miss
one of those thingsand if cverybody kind of get together and think more than just within their area when
they're outside doing different things. and then if Something triggers an idea or thought that might affect
another division. that they share that, that we aren’t in silos, that we really nced to work together to be able
lo make this whole thing work. Communicate, communicate, communicate. Put it al up on the board do
abrain scssion. ctc.

AGENCY RESPONSES

Middie Manager First, there needs to bc a process to identify what is the root cause. For
managers, it would be trying to figure out ... what were the precipitating [actors that led to it and try to put
your arms around root causes rather than dealing with the results. When deal with root causcs, can get iuto
prevention. There are a lot of ways you can identify root causcs. Onc way is to survey people, another way
isindividual interviews. or facilitated group discussions to get down to what the issues are. Itslikc al the
ather problem-solving processes, identify options and implement plan and check the progress. Think about
change, first got to know where you're a and n e e d to assess the situation, and best way is
communication. You also need observation. .. It usually takesorganizational changetrainingfor true
changets last.

Executive Manager: Some things we are currently doiug seein to help such as internal groups that see
what can wc do together to find and share what agencies are doing. It lakes away from the sting when we
become part of the change. Like becoming active in the process.

AGENCY RESPONSES

Middle Manager: If it was up to me part of theresponsibility of being hereina public service its
incumbent in usall to bc able to stand for some kind of thing. Most of us have some code of ethics that we
belong to and bring to the table and that impinges on policy or the process of developing policy... | tunk
that HB 2641 is the framework but it doesn't define thetotally of reality, so inthat context thereisample
room to be creative because I'm stubborn to enough believe that you can make just about anything work.
You also have your strategic thinking and that's where your strategic thinking and strategic action come
into play. That's how you're going to survive in the new economy. | just can't stress how important it isfor
organizations to bc able to do that and where positive change occurs iu context. (HB)2641 is part of the
context. the market place is part of the context and that's all reality we have towork with.

Exccutivc Manager: Recognize a need — where arethe needs: identify resourcesand match up with
the needs. My opinion is. if you don't have @ need, then you don't need to rcorganize!

AGENCY RESPONSES
Middle Manager: My job is not to try to figure out why nor to criticize that they did. My jobisto

take what they want us to do and define it and how it fitsin my agency. Its like they painted this picturc



Middle Manager {Cont’d): and said here. wc want you to put this picture into place. And | have to take
that picture, and say. ok. do | fit it sideways, do | fit in pieces. do | fit it upside down. How does it best fit
so | do what it wants but 1 don't compromisc my agency. That’s what 1 would do, | would educate myself,
on what's the meat behind it and how do | fit that into my agcncy.

Executive Manarer: Three major issues with forces: clienteleforces, policy forces (initiated by
Sunset); and Legislative forces. The [IB 2641 isa sensc of organizational change. but Sunset has a greater
impact and givesa sensc of direction of what to do.

10. Aredirectors (managers) at your agency given the opportunity to
redesignlrestructure the agency to fit tasks required by HB2641? If so, how?

AGENCY RESPONSES

Middle Manager: Not really. At thislevel of management in my agency we're pretty much doing
things at the behest of our Executivc Director and Board and. to a larger degree, the HHSC Commissioner
and Legidlature.

Executive Manager: Yes, we dn that (directors or managers given the opportunity to
redesign/restructure agency) and a group of division dircctors. given the nurnber of staff. and the
requirements, itsdifficult to rove people... The (HHSC) Commissioner does have authority to move or
change people, money, anything like that. If he said thisis what nceds to happen. then we would need to
get together and work through it. ED may have some ideas and thoughts, and it'll work because we've
talked about it.

AGENCY RESPONSES

Middlc Manager: Yes, | really do especially right now. we have started looking at our service
design. how we provide services and all of that. That's all going tofall into performance assessment and
deliver?. of scrvices. And so all of that the division directorsare looking at that, the managers are looking at
that and saying what do we have lo re-shift, what do we have to change. Do wc need to change the way we
monitor. do wc need to change the way we contract. what do we need to change to make sure we
accomplish all of this? Absoluicly.

Execitive Manager: Yes, have to evaluate and assess legislation asafunction for clients, by
interpretation of legislative mandate. Therc rnust be extensive dialogue. and learn by trial and error when
doing a paper design, i.e.. organizationa chart. Thisisa preliminary thought at least from the legislative
perspcctive.

AGENCY RESPONSES

Middle Manager: CEO has more input than others. More mcthodical for input. It was more the
CEO and the right-hand person who has most input. Some cause/effect issues asa result.
Executive Manager: Not explicitly. 1 know I'm pretty assertive and proactive so | do feel likel've

had made some inroads in that. Not other managers.

AGENCY RESPONSES

Middle Manager: 1 think our directors (and assistant directors) have input, but in terms of actual
decision making, probably vested in our executive management. .. .that's one venue. but another venue for
information sharing isopen solicitation of idcas from everyone in the organization.

Executive Manager: Definitely! Manager isinvolved in thedecision and wanted this to happen; all
staff are involved in the decisions. Process should be communicated; kmow expectations. It's
important to buy-in and participate in the process.

AGENCY RESPONSES

Middle Manager: | think that we will be. | don't' really know to what extent it was in the past
With the current administration, managers will be taking manager rolein giving input. providing
information, suggestions and recommendations. 1 think managerswill be treated differently, and
expected to take different roles. Jt will bea lot of walking the talk, doing, and let them know we’re
serious about their participation.



Executive Manager: Y es. have come up with new things. For example, we have many different
approaches, bnt most irnponant is to come to consensus via similar procedures. implement
recommendations through consensus.

11 What do you consider to bethe most important tools and strategies available to
directors (managers) that they can use to help manage organizational change?

AGENCYRESPONSES

Middle Manager: We talked about that. We live in an information society. but information is not the
problem; it really isn't. It's taking advantage of the opponunity of information, so that people can critically
think and take critical action: strategic thinking ad strategic action, if you will. ¥ it’s strategic thinking,
you're looking at operations: the resources that are internally. all the trends in the marketplace. Y ou
understand the limitations and the givens in the mission, and your mandates, the informal issues that exist;
you understand you're in a political environment. And then you critically think. you strategically think the
process through. And then you take strategic action based on where you want to go. To me that means
being courageous enough to redefine who yon arc. It depends on how courageous oneis willing to be.
Everything we see around usis an idca and willingness to act on theidea. Do you want to bc a participant
or not?11’s as easy and complicated as looking around to see what exists because someone was thinking
strategically and then sorneone took strategic action Whether or not we should take (HB) 2641 and look
beyond that into this market will have everything to do with managed care. and capitatiou rateswill have
everything to do with downsizing, and whether or uot there’s a partnership between state and local
government really is going to work, and the issue of local control and local solutions to loca problems kind
of Unng. I'm not swethat anyone isthinking the total pictwe. But | assure you the marketplace, customers
and stakcholders are going to get what they want whether we have a notion or not. The market forces are
there and are going to have an impact on our lives. We have a tremendous oppettunity to decide to what
extent we have a part to play in theeconomy.

Executive Manaeer: Automation, training, management skills (management teams with directors).
How to work together and function as ateam and go back to units to make swc they function asa team
and work together as a teain and as an agency.

AGENCY RESPONSES

Middle Manager: Probahly communication skills. It isvery possible to develop communication
skills that may have been primarily used in the past to communicate with people iu ow immediate sphere -
in thefield, and direct them outward to communicate to our higher ups. like the Commissioner or the
Legislature, when we have a chance to do that. So, again, that relates back to what we were saying carlier
about clarity and directness, about taking into account who we're addressing and tailoring the vocabulary
and the message appropriately.

Executive Manager: Again communication isthe most important tool or strategy. Approaching it
from an organized manner knowing what it isyou're going to do, planning that out and letting peoplc know
and then moving forward with that plan and then communicating that plan over and over again. If pcople
don't know, they get scared, they really do. We might have to redirect those people, and wefeel like we
have a staff that is versatile enough and has been going tluough so many changes. Wetell all new staff
members coming on. during the interview process, what exactly what to expect.

AGENCY RESPONSES

Middle Manager: Well certainly astrategy to me is education. That's how you best manage
changc, organizational changc, its tluough education, so that they are not afraid. People are not afraid if
thcy know what they're going to be doing. We're al afraid of change, but if we know what thechangeis
going to accomplish, then there's no morefear. The most important tool available at our agency to help
us manage changeis our exccutive director. We take our cuefrom E.D., who is very good about saying this
iswhat's important for the (clients). can zero m on what's impertant for ow agency. And if people listen,
they stop being afraid. The sccond reason for that istelling the truth, doesn't lie to staff, and thcy know
that.

Exccutive Manager: If you sum it up in one word, words put into language and communicating
upward to the top (Cominissicener). Legislative Committees, LBB. Governor's Office, Senate Finance




Executive Manager (Cont'd):  Commitiee all impact any change we make. The Legislative process is
archaic, scen as a passive process; you go in and ask questions, then tell you what to do. A lot of people are
waiting around and this is wastcful Authority of thisagency results in structure, we initially impact upon
that authority. They react perception by authority, i.¢., respond to what we thought perceived authorih.
interpret to peers (other agencies) and staff and others.

AGENCY RESPONSES

Middle Manager: The wain tool is to be reeeptive to change themselves and modeling to others.
The important thing isthat middle managers can either block or be the conduit for change. Managers will
need to master vocabulary of change. they need to help sell the change and ingtill a positive attitude about
change. We need a good communication flow. Fifty managers will influence 230 employees. They can give
you inpult, and through them you can do the orientation. Without them. it won't happen. Managers arc the
promotersand coaches. If you don't have them on the team, you won't get everybody else to join in.
Executive Manager: 1 used to believe that there’s too much planning and not enough doing: planning
to design to execute the design. | realized the hetter things are planned, which doesn't cost yeu much,
the better the outcome. The more planning, the more functional things are. A lot ofbenclunarking helpsin
any given situation, asa way for self-monitoringand in doing good for the agency which isseen asa
value-added to the agency. Also, trouhle-shootingand looking at the prohlem and fixing i t

AGENCY RESPONSES

Middle Manaper: Skills to paint & picture about what’s going on; provide assurance about work
being done; good communication upward/downward; if communication flow isopen and honest, you
have better results... al'so forums with advocacy groups and general staff meetings. Onething we can
count on ischange.

Executive Manager: | think sharing information is one tool. Giving st af fopportunities to ask
questions and answering those questions as best you can at the moment. Helping them recognize that you
may give thein an answer but that may change dependingupon other factors that comeinto it. And that is
very. very frustrating for staff Answering questions to make them feel a littlc more comfortable, but
somehow getting them to undersiand that the process isabout bringing about change, no matter what
training they have. Staff left bccausc they said 1'm not comfortable with change, and because of the level
we're at, and its ok to recognize that. It's difficult, and in our environment. therc are so many demands on
your time, you don't realy have true tnanagcrs. So everyone manages and work and have their own
projects. 1t’s very, very difficult for some managers to do. And so that part of change, maybe a strategy or
tool. thinking about training. 1ihink inaybe some updated short courses on strategic management and
complex organizations, and how processcs work. helping them to understand that and depersonalize it.
But 1think if thev had an overview of what's going on and the approaches, it might help at all levels.

12. Isthere anything you would like to add that has not already been asked?

AGENCY RESPONSES

Middle Manaeer: NfA

Executive Manager: It's early still and do not yet know the true effects of HB 2641. 1 hope not to
go to micromanagement, one individual to have that much power. Let agencies do what they need to do.
Seek umbrellafor support; facilitate needs behveen agencies.

AGENCY RESPONSES
Middle Manager: 1think we need to introduce the plan for change through managers, who

need to be kept informed. Changeisdifficult for managersas well asfor employees. Wewill he going
through the *change exercise™ to makeit happen.

Executive Manager: N/A

AGENCY RESPONSES
Middle Manager: Well. | think thisisan exciting time. | think it’s totally positive because we can
make it positive. | think it's moving people forward. | think it's great. Yes, | know there’s alot more



Middle Manager (Cont'd): reports. and little things that have to be done. but on the whole. its moving
forward. And [ think that's the atmosphere that will make peoplc want to do it. change. and be better
employees within the changes, use the changes to produce bettcr services for the clients. all of that. It's a
win-win.

Executive Manager: During organizational change. we manipulate words and use automative
proccss, produce as the bottown line, it survives the bottom line: strategies are borrowed from private
successes and failures and learn from that. Asa summation. changc isinevitable, if not. we arc stagnate.
and we die. Change comes from people and monev or lack of it. We need to be mindful for potential
change and what we say and the organization is based upon authoritv: we perceive what and why wearc
herc today. and evaluate the authority given to us (by Sumset). Wc will review it again in 2007.

AGENCY RESPONSES

Middlc Manager: This process has given mc an opportunity to express the key points of what |
think you’re trying to get at. Obviously, the next Legislative Session is going have the potential for
morechange - for example to the processes and outcomes called for by HB 2641 (and others). The
rcquircments that were put in place in those bills could be changed. So | would urge you to check back at
the end of the next Session and see how this has all changed because the picture might bc differeut. What |
think you'll get here isa good snapshot. but the big picture will change.

Executive Manager: Small agencies have unique challenges and need to find ways to overcome
those challenges. Due to the population we serve, they're not technological. Thev want alive voice. And
we think we can provide those things for them. So our sire and structure is a good thing.

AGENCY RESPONSES

Middle Manager: Trusting relationships areimportant: at thelocal level. There are better
services to the community if thereis umst.
Esecutivc Manager: One of the most positive thingsthat's happened in along time has. | think. a real

chance of leading to really goad government... it involves education, it involves work force, it involves
transportation. it involves housing and 1 thiuk its happening across the state. And | see it as thedirection
we’re going. really leadiug to better government that’s more responsive to the citizens who arc paying the
bills and the citizens that we're serving. | truly believe that and if | didn't. 1'd be gone. | redlly do sec it
make government more efficient. and to pay attention to the people we serve, especially for state
government to really look at what we arc doing to conununities and the people we serve, and saying this is
uot our rolc Our role needs to be different to really support this.
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Proposal for the |mplementation of House Bill 2641, 76" Legisature

Executive Summary

In the 76" Legislative Session, the Health and Human Services Commission (HHSC)
came under Sunset review. The thrust of the Sunset legislation, which continues the
HHSC through September 1, 2007, is to increase the powers and authority granted to the
Commission in certain key functional areas. These statutory mandates reguire significant
changes in the organizational design of the Commission, the accountability relationships
between the Commission and the Agencies, and the deployment of Commission
resources.

In order to begin to respond to the many challenges of HB 2641, the HHSC created
interagency workgroups, corresponding to the six areas of functional authority referenced
in the bill:

Medicaid Administration
Federal Funds Management
Information Technology
Strategic Planning

Program Evaluation

System Economy/Efficiency

The workgroups were appointed in early July and charged with:
e |dentification of HHSC statutory requirements
¢ Review of reportsfrom SAO, TPR and the Sunset Commission to
understand the context for the statutory requirementsin HB 2641
e Recommend organizational relationships between HHSC and the
Agencies that will allow for the successful discharge of HHSC duties
¢ Recommend resourceallocations

The recommendations from the workgroups were to be guided by the principle that in
carrying out the responsibilities of the Commission, neither the agency mission nor its
ability to achieve its mission should be compromised by the new role of HHSC.
Recommendations contained in this report build on the assumption that agencies will
work cooperatively and constructively with HHSC to achieve its mission.

Workgroup Results

Satutory Requirements

While House Bill 2641 provided the majority of the framework for the workgroups
discussions, other billsfrom the past and recent legislative sessions, and riders and
provisions in the General Appropriations Act were also reviewed. In Appendix A the
workgroup recommendations are cross-referenced to specific statutory provision of HB
2641 and the General Appropriations Act. Only the key statutory requirementsfor
HHSC are addressed by these six work groups.



Key Findings

Generally the workgroups reviewed the State Auditor's Office management reports
{1997), the Sunset Advisory Commission staff reports on HHS enterprise agencies (1996-
1998), and various Texas Performance Review (TPR) recommendations (1991-1999).
The conclusion of these reports was that HHSC was not vested with sufficient authority
or resources to effectively address the long-standing concerns for the efficiency and the
ultimate effectiveness of the state's delivery of health and human services. Most of the
recommendations arc based on this conclusion.

Recommendations
The recommendations from the workgroups centered around four broad areas:

e Formally identify the operational relationships between HHSC and the
agencies.
Allocate sufficient resources to HHSC to perform its functions.

e Improvecommunications and the exchange of critical information between
HHSC and the agencies.

e Formalize accountability through the required Memoranda of Understanding
between HHSC and the agency CEO and HHSC and the agency Board.

Workgroup recommendations have been carefully evaluated and form the basis of the
following plan for HHSC organization, resource deployment, agency interface and
accountability systems. This plan will address organization, resource requirements,
interface and accountability from the overall perspective of the Commission in each of
the key operational areas.

HHSC Organization

The Health and Human Services Commission has been designated with the
responsibilities of five (5) major functions: Medicaid Policy and Administration; Fiscal
Policy; Planning & Evaluation; System Operations; and Office of Investigations &
Enforcement (OIE). Of thefive (5) functions, four (4) functions areimpacted by House
Bill 2641 (Medicaid Policy and Administration, Fiscal Policy, Planning & Evaluation,
and System Operations). OIE remains relatively unchanged. This report centers around
the four (4) functions that are impacted by House Bill 2641. They are:

Medicaid Policy and Administration
Fiscal Policy

Planning & Evaluation

System Operations
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HH SC - Resour ce Requirements

The Health and Human Services Commission will build its key functions around a small
nucleus of core staff that will search out opportunities to enhance enterprise outcomes in
their assigned areas. The HHSC will rely heavily on external resources, including
consultants and agency staff for project specific activities. Through the redeployment of
HHSC resources, it is envisioned that at least initially the Commission will be able to
accommodate the new responsibilities assigned in HB 2641 within the currently assigned
FTE cap.

HHSC - Interfacewith Apencies

The sharing of timely and relevant information isessential to carrying out the duties of
HHSC with minimal staff resources and minimal intrusion into the existing management
systems of the agencies. The Commission simply must be able to rely on the availability
and responsiveness of agency information and key staff to avoid theimposition of more
intrusive approaches to managing the day to day operations of the agencies as specified in
statute. In addition to the systems of interface described in each of the four functional
areas, each agency CEO will be expected to provide a monthly briefing report to the HHS
Commission in which the status of key projects and initiatives is detailed, and current and
anticipated challenges are identified.



HHSC - Accountability

In order for the spirit of cooperation to be assured throughout the key points of interface
with HHSC, agency CEOs will beexpected to set the tone and expectations for their staff
in supporting the role of HHSC. Agency CEOs will be evaluated on the demonstration of
agency cooperation and partnership in each of the key pointsof interface. Clear
expectations and performance criteriawill be established for the pointsof primary
interface, and evaluations will he conducted at six-month intervals. Results of these
evaluations will be shared with the agency CEO: and corrective action plans, if necessary,
will be the responsibility of the agency CEO. In developing the expectations and
performance criteriafor the key interface areas: HHSC will negotiate with agencies, the
conditions that must be present to demonstrate reciprocal cooperation and partnership.
Agency CEOs will be encouraged to communicate instances of nonperformance by
HHSC staff to the HHSC Commissioner.

Thefollowing section deals with the key functions of HHSC and the implications for
organization, resources, interface and accountability.

Medicaid Policy and Administration
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All Medicaid related functions. both internally and externally, will be accountable to the
State Medicaid Director. The Medicaid policy areawill be divided into two units:
program administration and program monitoring. Each Medicaid operating agency will
have aHHSC lead staff person to assist with their policy issues and coordination across
agencies. It istheintent of the State Medicaid Office to provide leadership, direction,
and guidanceon al Medicaid related activities with minimal intrusion into the existing
management Systems of the agencies.

In the areaof managed care, aspecial initiative will be organized to address the issues
identified in HB 2641. Thiseffort will be led by the Deputy Director of Medicaid.
Assigned agency representatives will be critical to this initiativein order to address and
resolve the myriad of managed care issues. We will work closely with the Bureau Chief
of Managed Careat TDH, as well as agency representativesfor the DHSSTAR PLUS
and MHMR NorthSTAR projects.

The direction, guidance, and policy making for the Children's Health Insurance Program

(CHIP) will interface with the operating agencies in similar manner asthe Medicaid
policy units.

M edicaid Resour ce Requirements

Current Staffing #  Proposed Staffing #
Medicaid Policy 13 Medicaid Policy 18
Managed Care 0  Managed Care 0
Rate Setting 25 Rate Setting 25
CHIP 5 CHIP 5
Total 20.5 Totd 255

Medicaid I nterface with Agencies

The Medicaid Operating Agencies are asfollows:
e TDH- Medicaid acute care; children's services, and waivers
e DHS-Medicaid eligibility; long term care services; licensure, survey and
certification; and waivers
¢ MHMR - targeted case management; rehabilitative services; and waivers

Other agencies which manage specific Medicaid serviceson behalf of the Medicaid
Office
¢ PRS- targeted case management and medical administration claiming
e ECI - targeted case management and medical administration claiming
e TCB - targeted case management



e State Medicaid Director will provide input into the development of the
functional job descriptionfor key agency managers.

e Interagency agreements developed between HHSC and the Medicad
operating agencies will outline specified responsibilities and be updated
annually.

* A policy development process, which identifies the responsibility of al
affected entities, will be negotiated.

e Monthly interagency policy meetings; regular meetings or program reviews
with the HHSC Commissioner, SMO staff, and operating agency
representativeswill be scheduled.

e Individualswill be designated to be the point of contact for HHSC, SMO, and
the Medicaid operating agencies to reduce fragmentation and confusion on
policy direction while maintaining flexibility to accomplish the program
objectives.

e The SMO will develop a formal process to improve al components of the
managed care delivery system to ensure accountability and operational
efficiency. The SMO is responsible for the development, procurement,
management, and oversight of all Medicaid managed care contracts, including
delegation of specific activities to Medicad operating agencies as it
determines appropriate. The HHSC Commissioner and the State Medicaid
Director will seek input from operating agency managers on the performance
of HHSC and SMO saff who routinely interact with the various operating
agencieson Medicaid issues.

e The State Medicaid Director will be given the opportunity for input on t
selection and performance of key managers within the Medicaid operar
agencies. In order to lead and direct the Medicaid program, the SMO Directul
must have input on the selection and performance of key senior managers who
are designated to manage a portion of the Medicaid program. The State
Medicaid Office will work with the Medicaid operating agencies to assign
staff and design timely processes to resolve policy issues related to the
Managed Care Improvement Initiativein atimely fashion.

M edicaid Accountability

The primary points of interface between the State Medicaid Office and the Medicaid
operating agencies will be:

Texas Department of Health

Deputy Commissioner for Health Care Financing
AssociateCommissioner for Programs & Policy

Associate Commissioner for Information, Finance & Support

Bureau Chief, Managed Care

Bureau Chief, CHIP

Associate Commissioner Community Health & Resources Devel opment



Texas Department of Human Services

Deputy Commissioner for Programs
Deputy Commissioner for Long Term Care, Regulatory, Home & Community Support
Agencies

Texas Department of Mental Health and M ental Retardation
Director, Medicaid Administration

Director, Behavioral Health Services
Director, Long Term Services & Support

Texas Department of Protective & Regulatory Services

Federal Funds Manager

I nteragency Council for Early Childhood I ntervention Services

Program Administrator Provider Funding for Agencies

Texas Commission for the Blind

Interagency Coordinator

Staff of the State Medicaid Office will work closely with the staff of the operating
agencies on Medicaid related activities. The State Medicaid Director will assign relevant
staff to the various tasks required by HHSC.

A Title XIX working group with representatives from HHSC and the Medicaid operating
agencies will develop the new processes, protocols, and systems needed to implement the
recommendations. Expectations for agency key staff will be negotiated by the end of the
first quarter of FY2000. A formal performance evaluation will be conducted by the SMO
at mid year and every six (6) months afterward. This report will be shared with the key
agency staff, the agency CEO and the HHSC Commissioner. The need for corrective
action, when necessary, will be indicated in the body of theevaluation.
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Thefiscal policy organization will play a proactive role in the management of federal
funds rather than reacting to problems as they rise. It istheintent of Fiscal Policy
Division to build acomprehensive inventory of al federal funds available across the
health and human services system. This will enable the division to maximize the
financial resources availablein the HHS umbrellato solve issues. The Fiscal Policy
Division will be divided into three units. Federal Funds Management, Federal Funds
Technical Assistance and Policy Review, and Internal Accounting and Budget
Management. Thedivision will be responsiblefor:

* Requesting budget execution for the transfer of funds from one agency to
another as appropriate.

e Reviewing and commenting on each health and human services agency's
legislative appropriation request, annual operating budget, and any transfer
of funds between agency budget strategies.

e Reviewing and commenting on the state plan prepared by the designated
single state agency for a particular federal funding source.



¢ Developing outcome-based performance measures in HHS agencies
budget.

e Establishing afederal management system to coordinate and monitor the
use of federal money that is received by HHS agencies to ensure that the
money is spent in the most efficient manner.

e Preparing and processing all aspects of accounting such as payroll,
accounts payable and receivable, funds management, and travel
reimbursement.

Fiscal Policy— Resour ce Requirements

Current Staffing #  Proposed Staffing #
Chief Financial Officer 1  Chief Financial Officer 1
Associate Commissioner 1  Associate Commissioner 1
Administrative Technician 1  Administrative Technician 1
Budget Management 4  Federa Funds Management 6
Internal 11 Internal Accounting/Budget 9
Accounting/Budget

Federal Funds-Technical 4

_ Assistance/Policy Review

Total 18 Tota 22

Fiscal Policy— Interface with Agencies

The Fiscal Policy Division will provide a quarterly financial report that will be
submitted to the commissioner and shared with the CEOs of the HHS agencies.
Formal reports on other financial issues will also be provided on a monthly or ad
hoc basis.

A coregroup of federal funds specialists will schedule regular meetings to ensure
that coordination occurs cross agency relating to federal fund management issues
such as TANF, Title XX, and Medicaid initiatives.

An online resource manual will be developed to provide basic information to the
HHS agencies and general public about the various federal funding sources,
including information on match requirements, authorization of funds, where to get
further information on federal funds.

The Fiscal Policy staff will serve as aliaison with local governments, LBB federal
funds unit, the Office of State-Federal Relations, and the Federal Grants
Assistance Group at the Governor's Office.

The Information Resource and Fiscal Policy staffs will work closely to utilize the
Internet as a basis to share financial and programmatic information. HHSC will
set up links between HHS agencies and HHSC web sites to accommodate the
sharing of financial information.

Monthly meetings of agency CFQs will be scheduled in order to track the status
of major financial issues.



Formal business processes for HHS agencies to identify resource needs that may

require transfers between agencies or approvalsfrom the LBB and/or the
Governor will be devel oped.

Fiscal Policv Accountability

The primary point of contact between the Fiscal Policy Division and al other HHS
agencies will be the Chief Financial Officer for that agency. This individual will be
responsible for assigning relevant staff to the variousfiscal tasksrequired by HHSC.

Expectations for agency key staff will be negotiated in further detail and aformal
performance evaluation will be conducted by the agencies Chief Financial Officersto

include benchmarks to measure successes and failures of the federal funds management
process.

Planning and Evaluation
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The Planning & Evaluation Organization isdivided into three divisions: Research,
Strategic Planning, and Program Evaluation. Each division will bediscussed separately.



Research Division

The Research Division isinvolved with policy analysis and development. The division
will address issues on a system-wide basis that are essential to planning for the State's
health and human services needs. It will belinked to the strategic planning process to
provide information necessary to realize goals and directions set forth by the strategic
plan. The Research Division will be responsible for:

e organizing and overseeing HHSC review of agency rules
determining how regional business plans will be developed and

e continuing current research and analysison demographics and
caseload projections.

Research Division Resour ce Requirements

Current Staffing #  Proposed Staffing #
Research Lead 1 Research Lead 1
Demographer 1 Demographer 1

Data Base Manager —1_ DataBase Manager 1
Total 3.0 Totd 3.0

Research Division I nterface with Agencies

e TheResearch staff will continue to assist HHS agencies by providing demographic
data and research for other activitiesand projects.

e Medicaid Waivers and Medicaid Risk groups will continue to develop consensus on
forecasting assumptions.

e Through an ad hoc work group, the Research staff will establish an interagency
process for review of rules. The policies and procedures will be based on a similar
process used by the Medicaid Division.

o Facilitated by HHSC, an ad hoc work group, including HHS agencies staff and
designated regional staff, will design the requirements and structure for the regional
business plan.

Research Division Accountability

For needs assessments and caseload forecasting, the primary point of contact will bethe
caseload forecaster in each HHS agency. Caseload forecasting reports by the Research
staff that use consistent assumptions across programs and that meet legislative intent will
indicate successful implementation of this responsibility. HHS agency planners will
continue to provide guidance and assistance as needed to coordinate the agencies' active
role in the development of a comprehensive health and human services delivery system.



Strategic Planning Division

The strategic planning division will concentrate on the development and ultimate
transition of an integrated planning process across the 13 health and human services
agencies. This unit will be responsible for determination of system-wide improvements
and will work closely with other HHSC divisions in evaluating implementation of those
improvements. The strategic planning organization will be responsible for:

e developing the coordinated strategic plan

e organizing public input

e organizing work with local government entities

e review and comment on agency strategic plans

Strategic Planning Resour ce Reauirements
Current Staffing #  Proposed Staffing #

Lead Planner 1 Lead Planner 1
Planners 0 Planners _2
Total 1 Tota 3.0

Strategic Planning I nterface with Agencies

HHS agency CEOs will work with HHSC commissioner to set priorities and
strategic direction for the State's health and human services system.

Strategic planning staff will prepare the planning document and will oversee the
planning process. HHS agency planners will continue to help guide this process
through the Planners Work Group meetings. Agency plannerswill identify
agency-specific issues for planning consideration.

HHS agency Board members will provide review and comment on strategic
direction set by Coordinated Strategic Plan (CSP).

HHS agencies will share and discuss information received from public hearings
during agency planning processes, which will influence prioritiesin the CSP. The
HHSC Strategic Planning staff will organize and facilitate meetings.

Strategic Planning staff will organize and manage thelocal process. HHS
planning staff and HHSC staff working on community-based projects will share
this responsibility. Through the Planners Work Group, HHS agency planners will
continue to provide guidance and assistance as needed to coordinate the agencies
activerole at thelocal level. Assistancefrom agency program or regional agency
staff may be necessary on an ad hoc basis to provide assistance in local planning.
The Strategic Planning staff will monitor HHS agency planning processes for
content appropriate to the CSP and for meeting HHSC expectations for successful
agency planning. HHS agencies will communicate information about strategic
planning processes to HHSC before major eventsin their process. Agencies will
also brief theHHS commissioner at appropriate points in the process on likely
changes agencies will seek in their strategic plan.



Strategic Planning Accountability

For strategic planning, the primary point of contact between HHSC and agencies will be
the lead planner of each agency. HHSC will continue to use the strategic planning work
groups to organize ongoing tasks. For strategic planning published documents will
indicate success. Agency strategic plans should reflect the integrated nature of planning
across health and human services agencies, such as common priorities and environmental
assessment information, Monitoring of agency planning processes and review and
comment on draft agency plans, which includes briefing the Commissioner on agency
strategic plans as outlined in the recommendations, will encourageintcgration.
Expectations for agency strategic plans will be clearly defined.

Program Evaluation Division

The Program Evaluation Division will be responsible for interfacing with HHS agencies
to address high-priority, cross-agency program evaluation initiatives. This division will:

e Provide a point of contact for HHS agencies to address high-priority, cross-agency
program coordination and evaluation initiatives as identified in HHS legidation,
strategic plans, audits and other evaluation reports.

e Serve as the leading HHS resource and model for conducting cross-agency program
coordination and programmatic review to enhance the effectiveness of service
delivery in health and human services.

e Work through a Core Team of HHS agency representatives to effectively plan and
implement the high-priority coordination and evaluation initiatives.

e Work with HHSC and HHS agency planning, fiscal, research, program and other

resources as needed.

Program Evaluation Resour ce Requirements

Current Staffing # Proposed Staffing #
None 0 Program/Policy Analysts 3
0 Total 3

Program Evaluation Interfacewith Agencies

o All HHS agencies will have various tasks related to this functional area. Also,
non-HHS agencies such as the Texas Education Agency, the Texas
Department of Transportation, the Texas Y outh Commission and the Texas
Workforce Commission will be involved when HHS agency services link to
those agencies.



The Program Evaluation staff will develop a network of HHS evaluators
through which information will be shared regarding evaluation activities,
experience with outside evaluators, evaluation methodologies, evaluation
policies, etc.

HHSC Commissioner in consultation with HHS CEOs will identify priority
evaluation projects and commitment of resources. The Program Evaluation
Division will direct and coordinate the high priority evaluation activities and
the HHS agencies will provide information to staff regarding potential issues
for cross-agency coordination and programmatic review/evaluation.

HHS CEOs will appoint a staff member to participate on the Core Evauation
Team that will work closely with Program Evaluation staff to select, plan, and
implement high priority evaluation projects. The Core Evaluation Team also
will identify project teams that will work on specific evaluation projects on a
temporary basis as needed.

The Program Evaluation staff will develop a process to coordinate technical
assistance across HHS agencies related to program evaluation.

A centralized repository for evaluation reports will be established in the
Program Evaluation Division. HHSC Information Resources Management
Division will assist to coordinate the devel opment and maintenanceof a
website with links to state (SAO, Sunset Commission, etc.) and national
websites (GAO, etc.)

Based on the inventory conducted by HHS agencies, the Program Evaluation
Division will develop and maintain a datahase of evaluation activities across
the agencies.

HHS agencies will periodically brief and provide ad hoc reports to the
Commissioner and Program Evaluation staff on progress of projects, and
revise plans as directed.

Program Evaluation Accountabilitv

The primary point of contact between the Program Evaluation Division and all other
HHS agencies will be a Core Team comprised of agency program evaluation
representatives designated by the Agency CEOs. The Core Team members will be
responsible for assigning project teams and resources to the various coordination and
evaluation tasks required by HHSC.

Expectationsfor agency core team staff will be negotiated in further detail with agency

designees.



Systemn Operations

e
1

- ]
Al (

1 !

]
J |

T

Ueo s Erven

» Business Improvement

& Process Reengineering
» Information Resources
« Service Coordination

System Operations

Director
Current: 0
Proposed: 1
Admin. Tech.
Current: 0
Proposed: 1
[ 1
Business Improvement Division Information Resources Management Service Coordination
Current: O Current: 6 Current: 16
Proposed: 4 Proposed: 9 Proposed: * 8

s Transportation

e luformation &
Referral
e Long-termCare

o Service Coordination functions as assigned in HBE 2641; athers to he assigned o HHS agencies as appropriate. Final
decisions with regard to these reassignments are still under eonsiderasion.

The organizational structure for Systems Operationsisdivided into the Information

Resources Management, Business Improvement and Process Reengineering, and Service
Coordination Divisions.



| nfor mation Resour cesM anagement Division

The Information Resources Management Division will provide the leadership in
establishing the strategic direction for the implementation and management of
information resources in the HHS agencies. Emphasis will be placed on preemptive
planning, Information Technology (IT) project management, standards devel opment,
compliance monitoring and attaining tangible resultsfrom collaborative information
resources management efforts.

A common direction for the implementation of technology is established for the HHS
agencies through coordinated strategic planning. HHSC will ensure that the state's
acquisition and application of technology are cost-effective and are based on sound
business strategies.

The Information Resources Management Division is aso responsible for the management
of theinternal information resources for HHSC. Thisincludes the statutory requirements
of the Information Resources Management Act; establishing IR standards and guidelines
which arein compliance with enterprise and state standards; providing direction and
consultation in the management, development and implementation of major information
projects; and other legislated responsibilities.

I nfor mation Resour ce M anagement Resour ce Requir ements

Current Staffing # Proposed Staffing

#
Director (CIO/IRM 1 Director (CIO/IRM) I
Technical Support | Technical Support 1
Agency/Enterprise Planning | Web Administration 1
Agency/Enterprise 1 Enterprise Project Office 3
Information Architecture
Business Analyst I HHSC Agency Operations 3
Network Support —1
Total 6 Total 9

| nfor mation Resour ce Management | nter face with Agencies

e TheHHSC CIOIIRM will act in an expanded capacity, functioning in amore
external role for enterprise initiatives and coordinating communication with
oversight entities such as the State Auditor's Office (SAO), the Department of
Information Resources (DIR), the Legislative Budget Board (LBB) and the
Texas Performance Review (TPR).

Under the leadership of HHSC, the HHS Information Resource Managers
(IRM) Committee will beresponsible for defining the enterprise goals and
objectives for information resources and technology; defining the process for
coordinating plans; identifying opportunities for collaborative information
resources management efforts; developing short-term and long-term strategic
direction and migration strategies; providing oversight for implementing
multi-agency projects; and developing methods for leveraging limited I T



resources. Participation of all HHS agencies will be mandatory on this
committee.

e HHSC will function as the planning agent for smaller agencies, either by
performing the planning function or by incorporating the smaller agencies as
components of the HHSC plan.

e HHSC will have input into the selection and performance of each HHS
agency's IRM in order to lead and direct the management of information
resources at each HHSC agency.

 HHSC will negotiate with agenciesfor the reassignment of specific staff to
serve on essential technology projectsfor time limited periods.

I nfor mation Resour ce M anagement Accountability

The primary point of contact between HHSC and the HHS agencies will be the
designated Information Resources Manager for that agency. Each HHS agency's IRM
will be responsible for ensuring that integrated information resources are acquired and
implemented appropriately within each HHS agency and comply with HHS enterprise
priorities, policies, standards and procedures.

Each HHS agency's IRM will be responsible for being the day-to-day enforcers of
enterprise priorities, standards, policies and procedures within their respective agencies.

The HHSC review and approval process of automation plans will be structured in such a
way that the compliance test takes place at the agency level viathe day to day oversight
of theagency IRM. Theagency IRM will be responsible for sending forward an
enterprise-compliant plan for approval, and the HHSC approval will be afinal sign off
rather than adetailed compliance check.

The Business | mprovement and Process Reenrineering Division

The Business Improvement and Process Reengineering unit is a newly created division
that will be responsible for improving economies and efficienciesin HHS agencies.
Projects will be prioritized based on funding, current availability of staff resources,
changing mandates, and information technology requirements. Thefollowing are
responsibilities of the Business Improvement Division:

e Create and implement a process to identify, plan and pursue opportunities for
business improvements across agencies.

e Provide support to and work closely with the Leadership team that consists of
the HHSC Commissioner and CEOs of HHS agencies.

e Under direction of the Commission, identify economy and efficiency
opportunities, present recommendations, and maintain support of on-going
projects.

e Serveas point of contact for SAO, TPR, and Sunset related to business

improvements-economies and efficiencies.

Prepare specifications for resource requirements for each project.



e Chair or co-chair the Business Improvements Steering Committee and work
closely with the various functional teams to accomplish goals and objectives
of the new process.

The Business Improvement and Process Reengineering Division Resour ce
Requirements

Current Staffing # Proposed Staffing #
None 0 Director ]
Business Analysts 3
Total 4

The Business Improvement and Process Reengineering Division Interface with
Agencies

e A steering committee will be established to provide oversight and direction to the
Business Improvement & Process Reengineering (BIPR) staff in the identification
of potential areas for streamlining and enhanced efficiency. The members of the
steering committee will be senior agency representatives appointed by the agency
CEO.

e With input from the steering committee, the BIPR staff will establish an annual
work plan that details improvement opportunities and proposed eval uation
protocols. The plan will be submitted to agency CEQs for their review and
endorsement.

e As businessimprovement or process reengineering opportunities are determined,
the BIPR staff will present findings and evaluation datathat supports their
recommendations to the HHSC commissioner and agency CEOs for final
considerations.

e Upon project approval, work plans will be developed by BIPR staff that detail
resource requirements and project milestones for consideration by agency CEOs
and final approval by the HHSC Commissioner.

e Theeffectiveness of the BIPR Division will be measured by the actual savings
that result from streamlining and reengineering efforts that emanate from this
Division.

The Business | mprovement and Process Reengineering Division Accountability

The primary point of contact between the Business Improvement and Process
Reengineering Division and HHS agencies will be agency representatives to the steering
committee.



APPENDIX E
STATE OF TEXAS

COUNTY OF TRAVIS
MEMORANDUM OF UNDERSTANDING
BETWEEN THE
HEALTH & HUMAN SERVICES COMMISSION
AND THE
[NAME OF BOARD/COMMISSION]
REGARDING THE
IMPLEMENTATION OF H.B. 2641. 76™ LEGISLATURE

THIS MEMORANDUM OF UNDERSTANDING (“MOU™) is entered into between the HEALTH
AND HUMAN SERVICES COMMISSION ("HHSC") and the |name of board/commission] (“the
Board/Commission”), the duly constituted governing body for the [name of agency] (" ™), for the
purpose of implementing the requirements of H.B. 2641, 76" Legislature. [name of agency] may be
referred toin this MOU as the "Agency.” HHSC and [name of agency] are referred to in this MOU
collectively as the "Agencies."

Article 1. Background and Objectives.

Section 1.01 House BIl no. 2641, 76 th Leg.

(a) Expansion of the Commissioner's operational responsibility. The 76" Texas Legidlature, in
enacting House Bill no. 2641 ("H.B. 2641"), authorized HHSC for an additional eight-year period. H.B.
2641 specified, among other things, that the commissioner of health and human services ("the
Commissioner") and HHSC assume greater responsihility for the manmagement and direction of the
operations of hedth and human services agencies and the supervision and direction of the activities of
each agency director, executive director, or commissioner, as the case may he.

(1) Areas of operational responsibility under H.B. 2641. The Legislature expanded HHSC's
rolein certain key business functions, including the following:

¢ Medicaid, including Medicaid managed care;
e Information resources technology;

e Federal funds management;

e Management of regional support functions:

e Annual business planning;

e  Procurement procedures; and

e Approval of Agency lease agreements

(2) Specific authority of HHSC under H.B. 2641. The authority of HHSC may exteod, at the
discretion of the Comumissioner, to the following:



e Thedaily operation of thefunctions described in paragraph {a)(1) of this Section;
e Theallocation of Agency resources, including the use of federal funds; and
e Human resources management.

(b) Confirmation of the Board/Commission’s policymaking responsibility. In addition. the Legislaturc
confirmed in H.B. 2641 the authority of the policymaking hody of each health and human services agency
to continue to adopt, as authorized hy law and subject to the prior notification of HHSC under section
531.0057, Government Code, policies and rutes that goveni:

e Thedelivery of services to persons who are served by the agency; and

e Therights and duties of persons who arc regulated hy the agency.

(c) Commissioner's responsibility to hire and supervise the Agency Director. H.B. 2641 directs the
Commissioner to employ, subject to the approval of the Govenior and the Board/Commission, the
Agency's chief cxccutive officer (the "Director™).

(d) Required Memorandum of Understanding. H.B. 2641 also requires the Commissioner and the

policymaking body to execute a memorandum of understanding. The MOU must clearly define the
policymaking authority of the Board/Commission and the operational authority of the Commissioner.

Section 1.02 Objectives.

{a) Objecrives. As directed by the Legislaturc, HHSC and the Board/Commission desire to achieve
thefollowing specific objectives:

To clearly delineate the responsibility of the Commissioner with respect to the operations of the
[nameof agency];

e To expressly acknowledge the long-standing role of the Beoard/Commission to establish program
policy for [name of agency];

e To formally recognize the continuing role of the Board/Commission to advise the Commissioner on
certain matters relating to the operations of [name of agency];

e Toset forth the general responsibilities of the Commissioner to evaluate the operations of the Agency
and the Agency to report on matters determined by the Commissioner to be relevant to his evaluation
of the Agency;

e To establish a flexible, responsive, and accountable relationship between the Commissioner. the
Board/Commission, the Agencies and other responsible state agencies; and

e Toensure operational efficiency in the provision and oversight of Agency services.

{bY Understanding and commitment of the Agencies. The Agencies acknowledge that the achievement
of legidative objectives requires the commitment and cooperation of both Agencies to ensure the smooth
transition of operational oversight and the preservation of effective policymaking authority. The Agencies
mutually commit to the successful implementation of the requirementsof H.B. 2641.



Section 1.03 Legal authority.

ThisMOU is executed in accordance with Government Code section 531.055(1).

Article 2. General Termsand Conditions.

Section 2.01 Term of the MOU.

This MOU takes effect on the date it is finaly executed by thc Commissioner and the
Board/Commission and will remain effective until August 31, 2001. This MOU may be terminated by
mutual agreement of the Agencies.

Section 2.02 Amendments or modifications.

No amendment to any provision of this MOU is valid unlcss it is in writing and signed by thc
Commissioner and Chair of thc Board/Commission or hisor her designee.

Article 3. Roles and Responsibilities of the Agencies.

Section 3.01 Operational authority af the Commissioner

As specified in H.B. 2641, the Commissioner is delegated specific authority over the operations of
[name of agency] asfollows:

(a) Management of daily agency operations. With regard to the key business functions identified in
paragraph (a)(1) of Section 1.01 of this MOU, thc opcrations of the Agency will be managed by the
Agency in accordance with any significant restructuring or reorganization approved by the
Commissioner. The Agency director will have the latitude to exercise judgment in managing the affairs of
the Agency, subject to the supervision and direction of the Commissioner as documented in the
memorandum of understanding executed between the Commissioner and the Director.

(b) Evaluation of Agency operations. The Commissioner, in consultation with the Agency Director,
will implement a program for evaluating and supervising the daily operations of the Agency in the key
husiness functions specified in paragraph (a)(1) of Section 1.01 of thisMOU.

(1) Elements of the program. The program implemented by the Commissioner under
the paragraph will include clear performance objectives for the Agency Director and
adequate reporting regquirements to enable the Commissioner to fulfill his responsibilities
under H.B. 2641.

(2) Reporting responsibilities. The Agency will report information in the format and
detail prescribed by the Commissioner as part of the program implemented under this
paragraph.

(c) Allocation of agency resources. The Commissioner, in consultation with the Agency Director,
may propose the reallocation of the Agency's resources to the Legislative Budget Board and the
Governor's Budget and Planning Office, consistent with authority provided under Government Code
chapter 531.



(1) Management of federal funds. The Commissioner will establish a federal money
management system to ensure that federal funds are spent in the most efficient manner
possible.

(2) Maximization of federal funds. A proposed reallocation of Agency resources will
be made, consistent with legislative intent, to maximize federal participation in the
provision of services and/or to further the achievement of the outcomes specified in the
General Appropriations Act.

(3) Consultation with the Board/Commission. When opportunitics to enhance federal
funding or improve legislative outcomes are identified, the Commissioner will consult
with the Board/Commission prior to submission of any proposed reallocation of Agency
resources to the Legislative Budget Board and Governor'’s Budget and Planning Office.

(d) Personnel and employment policies. Human resources management for the key business functions
identified in paragraph (1)(a) of Section 1.01 of the MOU will bc in accordance with Agency human
resources policy and practice. The Commissioner will monitor the human rcsourccs management of the
Agency for these key business functions and recommend modifications to Agency employment policies
as the Commissioner deems necessary or appropriate. The Commissioner will submit any
recommendation to the Agency Director and the Board/Commission for their consideration.

fe) Contracting, purchasing, and related policies. The Commissioner will implement a systcm for
coordinating the acquisition of goods and services by hcalth and human scrvices agencies that is
consistent with applicable rules of HHSC and the General Services Commission.

(1) Elements of the system. The systcm implemented by the Commissioner under this paragraph
will enable the HHSC to develop thefollowing:

® Rulesfor the acquisition of goods and services hy health and human services agencics;
e Asinglestatewiderisk analysis procedure for contracts: and

e A contract management handbook that establishes consistent contracting policies and practices to be
followed by health and human services agencies.

(2) coordination & HHS agency purchasing practices. The systcm implemented by the
Commissioner under this paragraph will facilitate HHSC’s coordination of procurcment practices of
hcalth and human services agencies and encourage the use of efficient procurement practices
including, but not limited to, group purchasing programs, combined maintenance contracts, and
prompt payment discounts.

(f) Information resources systems used by the agency. The Commissioner will implement a process
under which HHSC will be responsible for strategic planning for the information resource management
for the Agency. The plan will include development of afive-year coordinated strategic plan.

(g) Location d agency facilities. The Commissioner will implement an evaluation system under
which HHSC will assess the benefits of consolidating support services provided to health and human
scrvices agencies in agency headquarters and in regiona offices. The Commissioner will submit any
recommendation for relocation of an Agency facility to the Agency Director and Board/Commission for
their consideration prior to implementation.



(b) Coordination of interagency activities. The Commissioner will implement a process that enables
HHSC to coordinate or assist the activities of the Agency with other state agencies, including other heath
and human services agencies.

(1) Implementation of Commnissioner’s responsibilities. The implementation of the Commissioner’s
operational responsibilities under this Section 3.01 will he conducted in accordance with the schedule
provided in scction 531.0055, Government Code. The Agency will continue current policies, procedures,
and practices that govern the key business functions identified in paragraph {(a)(1) of Section 1.01 of this
MOU that are in effect on the effective date of this MOU until the implementation of the Commissioner’s
operational authority. Until the Commissioner assumes operational authority, the Agency may modify as
necessary any policies, practices or procedures to comply with any requircments of state or federal law.

Section 3.02 Policymaking authority of the Board/Commission.

(8 Policymaking authority regarding delivery of services by [name of agency]. The
Board/Commission retains all statutory authority to adopt Agency policy and Agency administrative rules
that govern the delivery of services to persons who are served by the Agency, including clients of the
programs of the agency.

(b) Policymaking authority regarding rights and duties of regulated persons. The Board/Comimission
retains al statutory authority regarding the adoption of Agency policy and agency administrative rules
that govern the rights and duties of persons who are regulated by agency.

(c) Medicaid .single .state agency responsibility. The authority of the Board/Commission to
promulgate policy for the Agency rcgarding the Texas Title X1X Medical Assistance program (Medicaid)
is subject to the authority and or approval of HHSC as the single state agency for purposes of the Social
Security Act for the Medicaid program under scction 531.021. Government Code. Medicaid policy that
originates with HHSC will be coordinated as appropriate with the Board/Commission, and the Agency
Director.

Section 3.03 Shared responsibilities.

(a) Advisory assistance. The Commissioner recognizes the experience, knowledge, and understanding
of the Board/Commission iS an invaluahle resource in the effective management and supervision of the
Agency's operations. The Commissioner will solicit the advice and recommendation of the
Board/Commission on critical operational issues, including, but not limited to, the following:

e The process for selection of the Agency Director;
o Performancc evaluation of the Agency Director;

e Compensation decisions with respect to the Agency Director;

¢ Implementation of effective service and support operations that fulfill the policy priorities of
the Board/Commission; and

o Theeffective utilization of Agency resources

(b) Policy development. The Board/Commission acknowledges that the successful implementation of
the landmark changes represented by H.B. 2641 will require the delivery of adequate and timely



information regarding the policy initiatives of the Agcncy. The Board/Commission will keep the
Commissioner informed of critical policy dcvclopment for the Agency and, when appropriate, seek the
Commissioner's advice regarding the potential impact of contemplated policy on the Commissioner's
supervision and management of Agency operations.

(¢} Termination of the Agency Director. In the event the Commissioner decides to terminate the
employment of the Agency Director, the Commissioner shall notify the Board/Commission for its
concurrence. If the Board/Commission concurs with the decision to terminate the employment of the
Agency Dircctor, it shall notify the Commissioner of its concurrence in writing and the Commissioner
shall communicate this decision to the Agcncy Director.

IN WITNESS HEREOF, HHSC and have each caused this MOU to be signed and
delivered by its duly authorized representative.
[NAME OF BOARD/COMMISSION] HEALTH & HUMAN SERVICES COMMISSION
By: - o By: -
[name of chair] Don A. Gilbert
Jtitle] Commissioner

Datc:___ _ Date: ___




