
T
his is the second installment
of a three-part series about
Golden Living’s continuing
crusade to instill the values of

culture change (CC), or person-cen-
tered care, throughout all of its nurs-
ing facilities, which are now called
Living Centers. Part One last month
reviewed a program called the
Resident Centered Care Initiative
(RCCI), which was evaluated by a
research team from the University of
Minnesota.

What started out as RCCI in 2002
under the auspices of the former cor-
poration known as Beverly Healthcare
continues to mature at Golden Living,
Fort Smith, Ark.

“Those early efforts mark a major
milestone for the culture change
movement,” says Larry Deans, execu-
tive vice president and chief adminis-
trative officer at Golden Living. “It’s
the first time ever that a big company
like ours tried a resident-centered care
approach.” Prior to RCCI, most CC

models had been tested by nonprofit
organizations on a more limited basis,
Deans says.

Why would a large publicly traded
company (like Beverly Healthcare)
adopt a corporate strategy to imple-
ment CC? Investing in RCCI was

undoubtedly a gamble. It required $7.5
million in capital costs and $2.0 mil-
lion in implementation costs. How
could corporate leaders justify these
expenditures to the board of directors
and shareholders at a time when the
business case for CC was still ill-
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The Cultural Evolution
Part Two: Culture Change
Or Perish: The Business Case

I s the way a company does busi-
ness today the best road map to
its future? After all, isn’t this

how the company has always done it?
If not, how are leaders going to
move the organization from where it
is today to where it ought to be
tomorrow?

The answers to these questions
reflect the company’s leadership
strengths. Like it or not, leadership
competencies affect organizational
culture and performance. Some lead-
ership competencies are so tightly
coupled with organizational culture
that these attributes are inseparable
from the company’s culture.

Research about Golden Living’s
RCCI underscores just how pro-
foundly leadership affects organiza-

tional culture and successful organi-
zational transformation. Researchers
from the University of Minnesota
found that culture change (CC)
failed to take hold in nursing facili-
ties where leadership competencies
were weak or where there was
turnover in key facility leadership.

Five leadership competencies—
focused visionary, strategic manage-
ment, caring leadership, communica-
tion, and supporting change—
accounted for three-quarters of the
differences seen in culture across
Golden Living’s nursing facilities.
Research done by My InnerView on
an independent sample of nursing
facilities found that these same five
competencies predict clinical, work-
force, and financial performance.

Leadership Drives Successful Culture Change,
Organizational Excellence

Leadership Series
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defined? “We didn’t have the numbers,
so it took a leap of faith,” says Andrea
Clark, senior vice president of clinical
services for Golden Living. “We just
knew in our hearts and minds that this
was the right thing to do. If we ever
thought it wouldn’t produce clinical,

quality-of-life, and financial results, we
would not have gone down this path.
In order to maintain the support of
corporate leaders and board members,
we had to prove its value,” she says.

Not-for-profit organizations (and
privately held firms like Golden

Living) may be in a stronger position
to implement CC successfully com-
pared to publicly traded entities driven
by quarterly financial results. The for-
mer can more easily justify the long-
term investments in capital and human
resources needed to reach more
advanced stages of CC development. It
is common wisdom that it takes three
or more years for an organization to
develop from an institutional to a
neighborhood or household model.
(See Part One of this series for a descrip-
tion of these models).

“Before the sale of the company to
Fillmore Capital Partners, we couldn’t

take a long-range view of things,” says
Deans. “We were always under the
scrutiny of Wall Street to maximize
returns. Golden Living is making an
infusion of new capital to improve our
facilities, staff, and operations.
Initiatives are starting that will deepen
culture change across our Living
Centers.” Regardless of corporate
ownership, providers can lose or gain
market share depending on how com-
petitive their services are. Does CC
yield any competitive advantage over
an institutional model?

Making The Business Case
The business case for CC can be based
on diverse criteria, including short-
term financial objectives (growth in
profitability from boosts in revenue
and/or reductions in cost), long-term
financial goals (gains in market share),
or nonmonetary benefits (improve-
ments in resident satisfaction and qual-
ity of life, or improvements in employ-
ee satisfaction and quality of the work-
place). Beyond more immediate finan-

The Culture Change Staging
Model (developed by Leslie A.
Grant, PhD, and LaVrene

Norton, MSW) views CC as deep
systems transformation. Five core
organizational systems and/or
processes are transformed through
different CC models:

1.) Decision making. Methods used
to reach decisions become more con-
sensus oriented. Decisions are made
based on group process using tech-
niques such as
learning circles.
Greater decisional
control is given to
frontline workers
and family mem-
bers, and ultimate-
ly, decision making
becomes resident-
directed.

2.) Staff roles. Staff assignment to
residents becomes more permanent
and consistent over time. Staff roles
change from those found in tradi-
tional departments (nursing, house-
keeping, food services, activities, or
social services) to roles that are mul-
tifunctional. Staff are cross-trained,
or work in blended roles. Ultimately,
staff become empowered and work
more autonomously in self-directed
work teams that are multidisciplinary.

3.) Physical environment. The nurs-
ing facility environment is changed as
much as possible from an “institu-
tion” to a “home.” Functional areas
where residents live and staff work
become smaller and more residential.
Nursing units are broken into smaller

functional areas such as “neighbor-
hoods” or “households.” These areas
are often given new distinct names
that have special meaning to the resi-
dents who live there. Services such as
activities, dining, personal care, and
nursing are no longer centralized at
the facility or unit levels but decen-
tralized into neighborhoods or
households.

4.) Organizational design. Organiza-
tional functions become less com-

partmentalized in
traditional depart-
ments (such as
nursing, housekeep-
ing, food service,
activities, business
office, or social
services). The lead-
ership team begins
to work outside of

traditional departmental roles. Roles
within traditional departmental
“silos” begin to disappear.

This redesign makes the organiza-
tion flatter and less hierarchical. A
flatter organizational structure allows
for more direct communication
between the frontline worker and the
leadership team.

5.) Shared leadership practices. The
composition of leadership teams
changes as shared leadership prac-
tices disperse leadership functions
throughout the organization.
Leadership becomes shared by for-
mal and informal leaders. Leadership
competencies improve across a broad
range of staff positions—not limited
to staff in formal leadership positions.

What’s Deep Systems Transformation?

‘We just knew in our
hearts and minds that
this was the right thing
to do.’

‘Ultimately, staff
become empowered
and work more
autonomously.’
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cial gains, there may be
other reasons why CC could
bolster the long-term viabil-
ity of a company.

There is a growing body
of empirical evidence show-
ing that results in workforce
performance, customer sat-
isfaction, employee satisfac-
tion, clinical outcomes, and
financial performance are
interrelated. My InnerView
researchers have studied
high-performing nursing
facilities. They find three
common elements in these
facilities:

� A culture of excellence
� Workforce commitment
� Leadership strengths
The researchers point out

that an organization per-
forms at the highest level
that is supported by the
weakest leg of this triad. If
any leg is compromised,
performance suffers.

“We now have data show-
ing how companies consis-
tently outperform their
peers,” says Neil Gulsvig,
president and chief execu-
tive officer of My
InnerView, Wausau, Wis. “These are
the industry leaders or top performers
who set benchmarks for the best-in-
class. They consistently do better than
their peers on metrics we’ve been
tracking.”

Workforce Commitment Key
Organizational systems driving per-
formance in one area such as human
resources affect performance in other
areas such as clinical outcomes and
financial performance. My InnerView
researchers found that workforce com-
mitment—as evidenced in low
turnover, high retention, and low
absenteeism among direct care staff—is
critical to clinical outcomes (such as
falls, use of antipsychotic medications,
and physical restraints).

Workforce commitment also pre-
dicted financial performance (as seen
in higher occupancy rates). The core
organizational systems driving per-
formance are interdependent. This is
why high-performing organizations
have cultures and leadership strengths
that drive organizational excellence
(see sidebar, page 31).

Scientific inquiry about
CC in nursing facilities has
progressed slowly because
researchers disagree on what
actually constitutes CC. At
the same time, practitioners
are trying out many differ-
ent new strategies for CC. A
useful way to think about
CC is to view it as deep sys-
tems transformation. CC
implements operational
practices and organizational
strategies that profoundly
alter the core processes
that drive the most valued
outputs.

Outputs are reflected in
key performance parameters
that are the focus of the
company’s strategic plan:
quality of life, customer sat-
isfaction, financial ratios,
clinical outcomes, employee
satisfaction, occupancy,
workforce commitment,
regulatory compliance, or
whatever the organization
values most.

The Culture Change
Staging Model identifies
systems and processes
that are typically trans-

formed by CC innovations. While
these don’t represent the entire uni-
verse of systems impacted by CC, the
model highlights five critical areas that
CC strategies, including RCCI, are
trying to change (see sidebar, page 32).

Bottom Line Results
RCCI and non-RCCI facilities were
matched by geographic region.
Researchers from the University of
Minnesota collected data comparing
these facilities on revenue, expenses,
profits, earnings, payer mix, and occu-
pancy. Annualized data are shown in
Figures 1 and 2 comparing the four
quarters of 2003 (the year before
RCCI started), 2004 (the year when
RCCI started), and 2005 (the year after
RCCI started). The fact that RCCI
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Source: "Culture Change in a For-Profit Nursing Home Chain," Center for
Aging Services Management, University of Minnesota

Like other CC
strategies, RCCI was
designed as a series of
incremental changes
spanning years.
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was implemented incremen-
tally raises questions about
what the appropriate time
frame should be for making
these before and after
comparisons in financial
performance.

Like most other CC
strategies, RCCI was
designed as a series of incre-
mental changes spanning
years. So, this evaluation is
complicated by the time lag
that occurs between when
RCCI actually started and
when financial gains may be
realized.

From the beginning,
RCCI facilities were more
profitable. They had greater
revenue, better earnings,
higher occupancy rates, and
a more favorable payer mix
than non-RCCI facilities.

Corporate managers
made the strategic decision
to invest corporate
resources in better-perform-
ing facilities. The rationale
for this decision was that
better performers are more
likely to implement CC suc-
cessfully. This decision
made it more difficult to show a return
on investment given that RCCI facili-
ties were better performers from the
start.

Both profits and earnings per resi-
dent day (EBITDA) showed greater
differences between the RCCI and
non-RCCI facilities in 2003 before
RCCI began. However, these differ-
ences in profitability and earnings are
due to selection bias. RCCI had little
effect on payer mix and occupancy, so
it had little impact on the bottom line
during 2004 and 2005.

Looking At Expenditures
RCCI did not lead to higher operating
expenditures. In fact, RCCI facilities
had slightly lower operating expenses
per resident day than non-RCCI facili-

ties. Non-RCCI facilities saw slightly
greater increases in operating expenses
between 2003 and 2005. RCCI facili-
ties also created more value by enhanc-
ing the quality of life for residents and
by improving satisfaction among staff.
These gains were achieved without
increasing operating costs. The busi-

ness case for CC might ulti-
mately be found in the long-
term competitive advantage
that CC offers in the mar-
ketplace. This evaluation did
not find immediate cost sav-
ings or boosts in revenue
and profits. Long-term
improvements in perform-
ance make a more com-
pelling justification for CC
than short-term financial
gains.

Because physical renova-
tions are the most expensive
component of RCCI, the
financial returns on capital
improvements are especially
difficult to justify, and espe-
cially so within companies
focused on quarterly returns.
Excluding capital costs
(roughly $750,000 per facili-
ty), the costs of CC imple-
mentation averaged about
$78,413 per facility. Given
the lack of short-term finan-
cial returns, a reasonable
approach would be to amor-
tize the capital costs.

Expenditures for CC are
justifiable as part of a
long-range strategy to

re-brand a company or reposition the
skilled nursing facility within an evolv-
ing continuum of long term care
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Part Three of this series will
appear in the next issue of Provider.
It identifies unique challenges to
CC within large multifacility
organizations and suggests effective
implementation strategies. It will
explore the costs and benefits of
different CC models.

Coming Up

Source: "Culture Change in a For-Profit Nursing Home Chain," Center for
Aging Services Management, University of Minnesota

Percentage Medicare Days
15

14

13

12

11

10

9

20

18

16

14

12

10

Percentage Medicaid Days
80

75

70

65

60

Percentage Occupancy
100

95

90

85

80

CC Impact On Payer Mix And Occupancy

36 Provider • February 2008

Figure 2

RCCI Non-RCCI

Percentage Private-pay Days

2003 2004 2005 2003 2004 2005

2003 2004 2005 2003 2004 2005


