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Abstract
Small, nonprofit, private, higher education institutions (SNPHEISs) are facing economic
challenges that threaten their existence. This threat represents a public policy problem
because 28% of all higher education in America is delivered by SNPHEIs. The purpose
of this study was to investigate any correlational relationships that may exist between the
organizational culture (OC) in SNPHEISs and their financial sustainability. Based on the
competing values framework, a causal relationship between OC and organizational
profitability within the SNPHEI was posited. In this study, both descriptive and
comparative research questions were used; they focused on the OC types identified in the
competing values framework and the financial sustainability of SNPHEIs as measured by
profitability. A quantitative method with correlational ex post facto design and a census
approach for data collection were used. OC data were collected using a survey and
profitability data were collected from archival sources. Statistical analysis tools were
used to analyze the data on 23 SNPHEIs in Georgia. Results indicated no statistical
significance between the variables. While there was more of a relationship between the
clan OC and profitability than between the market OC and profitability, the lack of
significance indicated that the dominant OC may not provide a sufficient predictor of
profitability. Implications for social change include providing SNPHEIs and
policymakers with information about which factors, specifically OC, do not impact the
profitability of SNPHEIs. With this information, SNPHEIs and policymakers can allocate
time and resources to explore variables other than OC that drive financial sustainability in

SNPHEIs.
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Chapter 1: Introduction to the Study

In this study, I focused on the relationship between organizational culture (OC) in
small, nonprofit, private, higher education institutions (SNPHEI) and the financial
sustainability of those institutions. I used annual profitability percentages and, in some
cases, annual profit stated in dollars, as a measure of a SNPHEI’s financial sustainability.
The SNPHEI industry subsector is made up of colleges and universities that enroll fewer
than 5,000 students (CollegeData, 2013). This study was needed because if the SNPHEI
subsector succumbs to economic pressures, it will leave a significant void in American
higher education and have major public policy ramifications.

In this chapter, I outline the problem explored in the study and discuss the gap in
the literature. I also lay out the purpose of the study and the relevant research questions
and hypotheses. Next, I discuss the theoretical foundation, the competing values
framework (CVF), which was developed by Quinn and Rohrbaugh (1981) and further
developed by Cameron (1986) and Cameron and Quinn (2011). I then discuss the nature
of the study and the research methodology. Finally, I review the study’s definitions,
assumptions, scope and delimitations, and limitations.

SNPHEIs are a significant subsector in higher education. Data from the National
Center for Education Statistics (NCES, 2015a) indicated that there were 7,181 higher
education institutions (HEI) in the United States with 1,736 having enrollments under
5,000, thus qualifying them as small. These data included both accredited and
nonaccredited HEIs.

The SNPHEI subsector plays a significant role in the social and economic

strength of the United States. (Woodhouse, 2015a). Recent economic pressures have
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threatened, and continue to threaten, the economic sustainability of the higher education
industry as a whole and of SNPHEISs in particular (Schwarz, 2013). If there was an
economic decline in the SNPHEI subsector, it would leave a significant void in American
higher education and have major public policy ramifications (Schwarz, 2013).
Woodhouse (2015a) projected that by 2017 the rate of SNPHEISs closure would increase
by 300%. I did not find any current data to confirm whether this prediction had came to
pass. However, Gephardt (2015) supported Woodhouse’s research, reporting that the 10-
year annual average of small college closings from 2004 to 2014 was five per year.

By contrast, the closure rate for public HEIs is significantly lower. Selingo (2013)
noted that while mass college closings are not imminent, the majority of college closings
are small private institutions. This lower rate of closures among public HEIs is caused, in
part, by the political challenges associated with closing publicly funded entities make
them less likely to be closed (Woodhouse, 2015a).

In 2015, small nonprofit colleges and universities enrolled 28% of all students
who pursued postsecondary education in an institution of higher education (NCES,
2016). Other researchers, such as Chingos (2017) of the Brookings Institute, validated the
significance of the nonprofit higher education sector, indicating that these institutions
enroll 3.4 million students per year which represents 30% of all enrollments in 4-year
colleges. Chingos refers to 30% as ““a substantial share.” Not only do enrollment numbers
show the significance of SNPHEISs in higher education, but the number of institutions
also bears out the importance of SNPHEIs. Of the 7,181 HEIs reported on NCES (2016),
1,736 (24%) are nonprofit, with enrollments under 5,000, thus meeting the definition of

an SNPHEI. In addition to significance based on the percentage of enrollments and



percentage of institutions, SNPHEIs are important for other key reasons, for example,
SNPEHIs fill the need for consumers who prefer some of the characteristics of SNPHETIs,
such as small size, minority focus, religious affiliation, or gender-specific education.

Data from NCES (2016) showed how SNPHETIs fill the needs in these three
niches. For example, of the 1,736 SNPHEIs in the United States, 844 of them (49%) had
a religious affiliation. Additionally, 50 of the 51 Historically Black Colleges and
Universities (HBCUs) that were reported in the NCES (2016) data are considered
SNPHEIs based on enrollment size. Of the 43 gender-based women’s colleges listed on
the Women’s College Coalition website, all have enrollments under 5,000. The
institutions of higher learning in these three niches experience certain underlying
financial conditions that make them more susceptible to economic stagnation and
potential closure. Schwarz (2013) posited two such critical underlying factors: rising
tuition costs and declining enrollment. Schwarz also posited that small nonprofit colleges
and universities were even more at risk of closure because of their tuition funding
dependency and their lack of robust endowment funds. A confluence of economic
conditions, such as declining enrollments and strong competition from online colleges,
puts severe economic pressure on the private higher education industry sector as a whole,
and in particular, on the SNPHEI subsector (Schwarz, 2013).

Economic pressure on SNPHEIs have debilitating consequences that threaten
their economic existence. As a result of this economic threat, the ability of SNPHEIs to
meet the specialized education needs of millions of students enrolled in gender-specific,
minority-based or religion-affiliated SNPHEISs, is jeopardized. One direct consequence of

this economic pressure was the 2012 downgrading of several small nonprofit colleges by
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both Standard and Poor’s and Moody’s Investors Service (McClean, 2014). Both of these

agencies report on the bond ratings of a corporation, which is a measure of a company’s
financial strength. Both agencies downgraded the entire higher education sector to a
negative outlook rating and downgraded several colleges and universities from an A1 to
an A3 bond rating (Selingo, 2013). A downgrade may occur if the institution has
demonstrated financial weakness. According to Denneen and Dretler (2012), this
downgrade implies that the institution is financially unsustainable and at great risk of
going out of business.

Higher Education and Public Policy

The connection between public policy and higher education is well established.
Wegner (2008) discussed this connection going as far back as 1862. Wegner argued that
The Morrill Act of 1862, the 1944 GI Bill, and the Title IX Education Amendments of
the 1970s were all examples of the interconnection between public policy and higher
education. Zusman (2011) pointed out that higher education is the largest budget
discretionary line item in most state budgets. The tightly knitted and historical bond
between higher education and public policy, coupled with the recent economic threats to
the higher education industry, has propelled higher education to a foremost place in the
public policy arena.

In a report completed by researchers at the American Association of State
Colleges and Universities, I found additional evidence of the interconnection between
public policy and higher education. American Association of State Colleges and
Universities (2005) researchers suggested that “elected officials, educators and the

public” should place greater emphasis on higher education as a public policy priority. The



economic threat to SNPHEI is a critical public policy and social issue, and the survival
and continued economic viability of the small nonprofit college and university has
become a matter of investigative study and expert analysis.

One critical connection between higher education and public policy is by federal
and state governmental funding. Although both federal and state governments provide
funding for HEIs, the funding policy objectives of federal government differ from that of
the states. While federal funding policymakers focus on direct assistance to students and
research, state policymakers focus their policies on funding the general operations of
public HEIs (The Pew Charitable Trusts, 2015). Thus, the funding of HEIs, specifically
for state institutions, represents another intersect between public policy and higher
education.

The federal government also supports higher education through tax policy. In
2014, the federal government provided $31 billion in tax credits, deductions, exemptions,
and exclusions to help higher education enrollees offset tuition costs. These tax credits,
deductions, and exemptions are considered indirect support to the HEIs. State
governments also use tax policy to indirectly fund higher education in the same way as
the federal government (The Pew Charitable Trusts, 2017). In addition, the tax code
provides tax exemption for nonprofit HEIs and this tax exemption places these nonprofit
HEISs in the realm of public policy and more specifically, in the realm of tax policy. There
is a significant disparity between federal funding for HEIs, including funding through tax
policies, when compared to funding received from state sources, including state tax

policy.
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The level of public funding for HEIs is currently higher from federal sources than
from state sources. According to data from U.S. Department of Education’s NCES
(2015b), federal revenue to HEISs rose to just over $5,000 per full-time equivalent (FTE)
student, while state revenue to HEIs fell to just over $4,000 per FTE student.
Notwithstanding this disparity, both federal and state funding continue to be an essential
intersection between public policy and higher education.

Even though HEI funding represents only about 2% of the total federal budget,
higher education is nonetheless a top priority in federal policy as several federal
government departments directly impact HEIs in America. Some of these federal
departments include the U.S. Department of Education, which allocates about half of its
budget to HEIs. Other departments include the U.S. Departments of Veterans Affairs and
Health and Human Services, and the National Science Foundation, all three of which
allocate significant percentages of their budgets to funding HEIs. At the state level, HEI
funding represented the third-largest area of spending in 2013behind K-12 education and
Medicaid (The Pew Charitable Trusts, 2015).

SNPHEI and Organization Culture

In this dissertation, I studied the impact of the OC within small colleges and
universities on the economic viability of the institution. Scholarly work done by
researchers such as Cameron and Quinn (2011) showed a link between OC and
organizational profitability. Based on the work by Cameron and Quinn and other
researchers, one can make a reasonable extrapolation that OC in SNPHEI organizations
will have some impact on their organizational profitability and economic success. The

OC within any organization directly impacts the effectiveness and ultimately the



economic success of that organization (Cameron & Quinn, 2011; Ouchi & Wilkins,
1985). More specifically, OC plays a major role in the effectiveness of educational
institutions (Efeoglu & Ulum, 2017). At a time when SNPHETIs are facing severe
economic threats, a study and analysis of the relationship between their OC and economic
survival can have public policy benefit, both for the institutions and for society at large.

Researchers and scholars have proffered several definitions for the term
organizational culture. For example,Schein, 2010 defined OC as a pattern of shared basic
assumptions within an organization that is promulgated by the organization as the correct
way within that organization to make operational decisions and to solve organizational
challenges (p. 19). Lim (1995) defined OC as a set of shared beliefs and assumptions that
drive organizational decisions and operations. Both definitions show that OC is a strong
influence on the decision-making process within an organization. As SNPHEIs face
economic challenges, the efficacy of their decisions will impact their economic
survivability.

With the backdrop of the economic challenges facing small colleges and
universities, and the repercussions on American society and public policy, the purpose of
this study was to understand the relationship between the OC and the operations within a
SNPHEI. I will look at how the operations of the SNPHEI, as driven by its OC, impact
the ability of the SNPHEI to survive the prevailing economic pressures and thus allow the
SNPHEI to continue playing a crucial role in America’s higher education.

A positive social change implication of this study is that SNPHEIs will improve
the management of their OC to foster more sustainable profitability, thus securing the

future of the SNPHEI subsector.



Background

In this research I looked at literature in the fields of higher education, economics
and industry characteristics. The foundation for this study was literature focusing on
public policy and the social implication and the historical context of SNPHEI. In this
study I explored the impact of the economic problems that threaten the SNPHEI
subsector. As part of this I also looked at the impact on small private for-profit HEIs, the
large HEI sector, and the public HEI sector. In the literature review I discuss the
relationship of OC to the economic sustainability of the SNPHEI.

Several economists have corroborated the threat to the economic survival of small
nonprofit colleges and universities. Schwarz (2013), writing in Moody’s Investors
Service, made the case that SNPHEI are in dire need of new revenue models if they are to
survive economically. Additionally, the declining economic sustainability of the SNPHEI
was reflected by the downgrade of their bond ratings by Moody’s Investors Service and
the Standard & Poor’s Ratings Service. The declining financial strength of these small
colleges is a result of declining revenues, major operating deficits, and anemic cash flows
(Schwarz, 2013). However, this economic challenge is not unique to SNPHEIs, but
extends to the entire higher education sector. In January 2013, both Moody’s and
Standard & Poor’s downgraded the entire higher education industry sector to a negative
outlook and simultaneously downgraded 13colleges and universities to a negative bond
rating. Some of these larger colleges have the financial reserves and endowments to
withstand the economic challenge. By contrast, smaller nonprofit colleges and
universities generally lack the endowment or financial reserves to mitigate the impact of

declining revenues and enrollments and the resultant operating deficits. Schwarz stated



that small nonprofit colleges and universities face a bleak economic outlook, which is
made even bleaker without the substantial endowment funds many of the larger nonprofit
institutions maintain. In addition to lacking the substantial endowments and reserves,
Schwarz also discussed the business models that are prevalent in SNPHEISs as a critical
contributing factor to the negative economic outlook facing SNPHEIs.

The business model a company adopts is influenced to a large degree by the OC
of that company (Janicijevic, 2013). Much of the literature I found on analysis of, and
remedies to, the financial uncertainty that face SNPHEISs is on the economics and
business modeling aspects of the institutions. Denneen and Dretler (2012) discussed
several key factors that exacerbate the economic decline of the small college and
university. These factors included: (a) lack of capital to implement change, (b) opposition
from key stakeholders, and (c) complex organizational hierarchy. While these are all
valid factors that aggravate the financial decline suffered by many SNPHEIs, there is a
gap in the literature regarding the nature and impact of OC on the financial decline
pervasive within the SNPHEI subsector. In this research study, I sought to contribute to
filling this gap by studying the relationship between the OC of a SNPHEI and its
economic profitability and sustainability. The resulting public policy impact is clear; the
economic extinction of these small colleges and universities could leave a void in the
higher education of America.

Statistics compiled by the United States Department of Education NCES (2016)
showed that in 2015 SNPHEIs enrolled 28% of all students enrolled in higher education.

Additionally, the void created by the decline of SNPHEIs would likely create an
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overburdening of other subsectors within higher education as students would be forced to
select other subsectors of higher education.

The gap in knowledge that I looked at is the narrow but important relationship
between OC and financial sustainability in SNPHEIs. This relationship could be
important in helping SNPHEIs assess one of the causes and thus possibly one cure for
their subpar financial profitability.

This study was needed because if the SNPHEI subsector succumbed to economic
pressures, it would leave a significant void in American higher education and have major
public policy ramifications. By looking at the impact of OC on the financial sustainability
of SNPHEISs, this study was needed as a potential solution for SNPHEISs that are facing
declining profitability in the face of challenging economic conditions.

Problem Statement

SNPHEISs are a significant subsector of higher education, enrolling 28% of all
students in higher education (NCES, 2016). SNPHEIs are a niche for many students
whose preference is for smaller schools. This niche is characterized by HEIs that have
smaller class sizes, more interaction with professors, and strong liberal arts curricula.
Historically, SNPHEIs have been important access points to education for minorities,
women and religious communities. Today, they are strong centers of liberal arts
education and many continue to allow for unique educational opportunities. Additionally,
a survey of 318 C- levelexecutives indicated further evidence of the high value of
SNPHETIs. This survey showed that 74% of these executives highly recommend a liberal
arts education (Association of American Colleges and Universities, Hart Research

Associates, 2013).
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SNPHEISs are facing economic challenges that threaten their financial
sustainability as an industry subsector. Gephardt (2015) and Woodhouse (2015a) found
that SNPHEIs were closing at a faster rate than other HEIs, and the rate was increasing
rapidly. These SNPHEI closings represent a contraction in the higher education options
for students as well as the decline in access to a small private liberal arts education in the
United States. There are external factors outside the control of HEISs, such as the
declining enrollment of Americans between the ages of 25 and 34, the affordability of
college for populations that would choose these types of institutions, and broader
economic trends that contribute to the economic threat facing SNPHEIs. However, there
are also internal and organizational issues that could be examined and mitigated to help
increase the economic viability of SNPHEIs.

SNPHEISs are at greater risk of financial failure than their larger counterparts,
public HEI or other sectors within higher education. This greater risk is in large part
because the SNPHEI’s are overly dependent on tuition and their organizational
management style is not sufficiently entrepreneurial (Denneen & Dretler, 2012).
Additionally, SNPHEIs are especially susceptible to economic decline because of their
small enrollments and the demographics they serve (Chabotar, 2010; Dew, 2012).
Schwarz (2013) posited that SNPHEIs could increase their chances of economic survival
by adopting (a) nontuition-dependent funding business and revenue models and (b) more
entrepreneurially driven organizational management.

Denneen and Dretler (2012) posited that adjusting their organization culture is a
critical consideration SNPHEIs must make to enhance their chances of surviving the

economic challenges. Yet, in the literature, there has not been an examination of the
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interaction between SNPHEI’s OC and economic situation. In this study, I focus on
liberal arts SNPHEI’s that are faith-based, minority-based or gender-specific institutions.
The Relationship of SNPHEISs to Public Policy

Higher education in general, and SNPHEISs in particular, are an integral part of the
public policy and administration landscape, since at least the 1970s. Wegner (2008) cited
the Title IX Education Amendments of the 1970s as “direct acts of public policy” (p. 1).
Wegner also discussed the increasing privatization of higher education due to declining
budgetary support for public higher education from the states. These two factors are
strong support for placing higher education squarely in the realm of public policy and
administration.

Another factor that provides support for placing this dissertation in the realm of
public policy is the nonprofit tax-exempt nature of the SNPHEIs. Nonprofit entities exist
under the 501(c)(3) tax code that exempts them from income tax. In essence, they are
subsidized to a large extent by the American taxpaying public and, as such, they are a
matter of public policy. The Internal Revenue Code 26 USC §501(c)(3) categorizes
colleges and universities as “public charities” and grants them income tax exemption.

Another critical public policy consideration is the sustainability of SNPHEIs is
the question of which higher education subsector is most likely to fill the void left when a
SNPHETI goes out of business. The majority of HEI enrollments (73%) are in the public
HEI subsector, with states like Wyoming and New Mexico at 96% and 94% public HEI
enrollment, respectively (The Pew Charitable Trusts, 2015). Based on these HEI
enrollment data, the HEI subsector is most likely to absorb students displaced in a

pervasive economic decline of SNPHEISs is the public HEI subsector.
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This displacement from SNPHEIs to public HEIs will create additional much

needed revenue for public HEIs already suffering from declining state funding (Bell,
2016). State funding for higher education shrunk by 37% between 2000 through 2012
(The Pew Charitable Trusts, 2015). Not only would states feel the added economic
pressures to support higher public HEI enrollments at a time when their funding to public
HEIs shrinking. Over the same 12-year period between 2000 to 2012 that saw declining
state funding to public HEIs, the federal government has been picking up the slack by
increasing Federal funding by 32% (The Pew Charitable Trusts 2015). This shifting of
enrollments from SNPHEIs to public HEIs will have public policy implications because
higher enrollments in public HEIs represents an increased consumption of a publicly
funded service. However, while the shifting of enrollments from a declining SNPHEI
subsector to the public HEI represents increased consumption of a public service, this
shift will likely also represent opportunities for public HEIs to grow revenues. Increased
enrollment will increase tuition revenues for public HEISs.
Framing the Problem to Build onExisting Research

There is consensus among many scholars and industry experts on the need for
significant organizational change in the funding and management models currently
adopted by most PHEIs. For example, Denneen and Dretler (2012) studied 1,700 PHEIs
and concluded that one key to economic survival of SNPHEISs is for PHEIs to make
changes in their business models that are more market responsive. For this research, I
posited that the OC of a SNPHEI is related to the business and revenue models

implemented by that SNPHEI, which, in turn, impacts its economic viability.
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Meaningful Gap in Literature

There are several possible barriers that prevent SNPHEIs from making changes to
funding and management models and that, in turn, prevent sustainable profitability.
Denneen and Dretler (2012) discussed several key barriers, including (a) lack of capital to
implement change, (b) opposition from key stakeholders, and (c¢) complex organizational
hierarchy. While these are all valid reasons that prevent many SNPHEIs from
implementing changes to their funding and organizational management models, there is a
lack of literature on the OC of a SNPHEI as a barrier to the implementation of business
and revenue models that promote sustainable profitability.Ng’ang’a and Wesonga (2012)
cited several scholars who looked at OC as integral to the organizational change process
required to improve performance in schools. None of the citations specifically referred to
school improvement in the context of financial sustainability specifically in SNPHEIs.
Hence, this study is needed to look at the narrow but important relationship between OC
and financial sustainability in SNPHEIs. This relationship could be important in helping
SNPHEIs assess one of the causes, and thus possibly one cure, for their subpar financial
profitability.

Purpose of the Study

The purpose of the study was to examine SNPHEISs in the state of Georgia. |
examined the dominant OC that exists within the SNPHEI and the relationship between
that OC and the economic sustainability of the SNPHEI. I measured economic
sustainability as the SNPHEI's annual profitability. Additionally, my purpose was to
conduct a quantitative study of the variables, with OC as the independent variable and

profitability as the dependent variable.
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In this quantitative study, the independent variable (IV) was the dominant OC in
the SNPHEI and the dependent variable (DV) was the profitability of SNPHEIs. I did not
use any covariates. The dominant OC was measured empirically using the OC
Assessment Instrument (OCAI; Cameron & Quinn, 2011, pp. 27-33). The developers of
the OCAI designed it so that it could characterize the OC using four conceptual
quadrants: (a) adhocracy, (b) clan, (c) hierarchy, and (d) market. Cameron and Quinn
(2011) defined each quadrant as follows. Firstly, Cameron and Quinn described the
“adhocracy” OC as an OC in which innovativeness and adaptability are emphasized. Also
the adhocracy OC is one in which centralized power or authority relationships are
deemphasized. Secondly, in a “clan” OC, the emphasis is on teamwork and employee
development, and customers are considered partners. In a clan OC, there is emphasis on
promoting a humane work environment, and management seeks to empower employees
by engaging their participation, commitment, and loyalty. Thirdly, the “hierarchy” OC is
one in which uniformity in products, process, and services is highly valued, and
management exercises significant control over these. Finally, the “market” OC is one in
which competition in the external environment is highly valued. The focus tends to be on
such external factors as suppliers, customers, contractors, licensees, unions, or regulators.
In Chapter 3, the method sections, I provide further details on how I used the OCAI in
my study.

The dependent variable, profitability, was measured by annual profits as reported
on the SNPHEI’s annual tax return on Form 990. These returns are publicly available

documents that every nonprofit is required to file with the Internal Revenue Service.
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Research Questions and Hypotheses

In this next section I outline the four research questions (three descriptive and one
comparative) and the hypotheses.
Research Questions

The three descriptive research questions for the study were:

RQ1: What are the most predominant OC types existing within SNPHEI with
enrollments under 5,000 students?

RQ2: Which OC occurs with greatest frequency in SNPHEIs reporting operating
losses on most recent Form 990?

RQ3: Which OC occurs most frequently in SNPHEISs reporting operating profits
on their most recent Form 990?

The comparative research question was:

RQ4: What is the predominant OC in SNPHEI’s that report a loss on their most
recent Form 990 compared to the predominant OC in SNPHEISs that report a profit on
their most recent Form 990?

Research Hypotheses

The following hypotheses were the cornerstones of this study:

Hi . there is a positive relationship between the existence of a market culture in an
SNPHEI and the profitability of that SNPHEI compared to the other types of culture.

Ho: there is no relationship between the existence of a market culture within a
SNPHEI and that SNPHEI’s profitability.

The dominant OC in the SNPHEI is the IV and the profitability of the SNPHEIs is

the DV. The relationship posited in the alternative hypotheses is that SNPHEIs, with a



17

dominant market will tend to have greater economic sustainability as measured by
annual profits reported in their annual tax returns or their annual reports.
Theoretical Foundation

In this study I used the CVF as the theoretical foundation. Quinn and Rohrbaugh
(1981) developed the CVF theory. Cameron (1986) and Cameron and Quinn (2011)
developed it further. In the CVF theory, the authors explained that there is a causal
relationship between OC and sustainable organizational change. Quinn and Rohrbaugh
(1981) and the other developers of the theory identified four OC types: (a) adhocracy, (b)
clan, (c) hierarchy, or (d) market. Each was found to have an identifiable and different
impact on organizational performance and organizational change (Cameron & Quinn,
2011). It is a significant organizational change for a small nonprofit college or university
to decide what type of revenue or business operation model it should adopt. A college or
university’s OC can have a significant impact on the revenue or business operation model
it selects.

The major hypotheses of this study was that a positive relationship exists between
the existence of a market culture (IV) in a SNPHEI and its profitability (DV). The null
hypothesis was there is no relationship between the variables.

A more specific connection between the theoretical foundation and the major
hypotheses could be made if the research indicated that a positive relationship exists
between a market culture (IV) in a SNPHEI and its profitability (DV).

I used the CVF theory as a framework for the quantitative methodology of the
study because the primary data collection instrument, the OCAI, was used to measure the

dominant OC, and was developed based on the CVF theory. Using the OCAI, a
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researcher could analyze the OC of an organization as one of the following cultures: (a)
adhocracy, (b) clan, (c) hierarchy, or (d) market. I gathered the data using the OCAI
instrument to provide quantitative measurements. [ focused the research questions on the
OC types identified in the CVF theory. In the research questions I made queries regarding
profitability of the SNPHEI.

Nature of the Study

In this quantitative study I used a correlational design. Quantitative studies are
effective for confirming or disconfirming a narrow hypothesis—as was the case in this
study. The rationale for using a correlational design was that researchers can use
correlational designs to investigate relationships between two or more variables without
trying to ascertain causation (Ravich & Riggan, 2013). Unlike experimental designs,
nonexperimental correlational designs do not manipulate the variables, and in most
instances, the variables cannot be manipulated (Ravich & Riggan, 2013). In the study,
neither of the variables; the OC of the SNPHEI nor the profitability of the SNPHEI could
be manipulated.

In this study, I used an ex post facto design. It is ideally suited for studying
relationships between variables after the phenomenon under investigation has already
occurred (Knowlton & Phillips, 2013). The phenomenon in this study was the OC of the
SNPHEI. Adoption of the OC would have already occurred in the SNPHEI at the time of
the study. Correlational and ex post facto designs are well suited for studies where the
manipulation of variables is either impossible or unethical, and the researcher must look
at the subject matter after the relationship between variables has already occurred

(Knowlton & Phillips, 2013).
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Brief Summary of Methodology

This study was a quantitative, nonexperimental, correlational study that examined
the relationship between OC and profitability of SNPHEIs. Secondary data were
collected and analyzed to examine trends and to look for significant relationships. The
data used for the independent variable of OC were the responses to the OCAI survey
from faculty and staff of the SNPHEIs who participated in the study (see Appendix A). I
used the OCAI’s measurement rubrics to score the OCAI responses. Then I used these
scores to determine which of the four CVF organizational cultures was dominant.

The DV was the annual profit of the SNPHEI reported on the Form 990 tax return
or the SNPHEI’s annual report. The Form 990 tax return is publicly available from the
Internal Revenue Service. Where possible, I sought access to the Form 990s for the most
recent 3 years filed by the selected SNPHEIs from the Internal Revenue Service or the
SNPHEIs website. In some cases, the annual reports of some SNPHEIs were available on
their websites.

Definitions

Both the independent and dependent variable was discussed in more detail in the
“Nature of the Study” section of this study and again in Chapter 3. Other terms used in
this study are defined below:Competing values framework: The competing values
framework (CVF) is a theory of OC developed by Quinn and Rohrbaugh (1981) and
further developed by Cameron (1986) and Cameron and Quinn (2011). The CVF theory
indicated that there is a causal relationship between OC and sustainable organizational
change.

Dependent variable is the annual profit of the SNPHEI.
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HET: higher education institution.

Independent variable of this study is the SNPHEI’s organizational culture.

Organizational culture: the totality of the assumptions, beliefs, and values that the
members of an organization share (Hofstede, Neuijen, Ohayv, & Sanders, 1990). This
study uses the abbreviation “OC” to designate organizational culture.

PHEI: private higher education institution

SNPHEI: Small Nonprofit Private Higher Education Institution. Small
nonprofit private higher education institution (SNPHEI) is a term used in this study
to denote colleges or universities that have enrollments under 5,000 enrollees.
Additionally, these colleges and universities are described as “nonprofit” because
they have been granted tax exempt status by the Internal Revenue
ServiceAssumptions

I made a key assumption that the most recent 3 years of annual profit margins
reflected the SNPHEI’s profitability trend. This assumption was necessary because it
would not be feasible to compile data for the life of the SNPHEI. Koonce and Lipe
(2010) indicated that a 3-year time frame was sufficient to identify trends in overall
profitability of an organization.

I also assumed that a sufficient number of faculty and staff at the SNPHEI would
have adequate knowledge about the OC. The participants did not require extensive
knowledge of OC theory because the respondents were required to answer the OCAI
questions based on their experience. This assumption was needed to ensure the reliability
of the data collected on the OCALI. The participation of faculty and staff was necessary

for the success of the data collection.
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Another assumption I made was that the faculty and staff would provide
responses without prompting or persuasion from other faculty and staff within the
SNPHEI or from other individuals. The absence of prompting or persuasion was
necessary to maintain the independence and integrity of the data collected regarding the
SNPHEI’s OC.

Confirmatory factor analysis (CFA) is a theory-based approach to model
validation; it accounts for measurement error resulting in significantly more rigorous
testing of validity (L1, 2016). I assumed that the conditions under which the OCAI were
validated could be the same as those existing in SNPHEIs I used in this study.

Scope and Delimitations

The scope of this study includes an investigation of correlations that may exist
between the OC within a SNPHEI and the SNPHET’s profitability. In the scope of this
study, I covered SNPHEISs in the state of Georgia. The scope was selected because
SNPHEIs with fewer than 5,000 students are facing severe threats to their economic
survival (Woodhouse, 2015a). The scope was selected also because OC is a factor that
can impact an organization’s profitability and survivability (Hogan & Coote, 2014).
Including institutions under a 5,000 enrollment was also done because in the literature
SNPHEIs with fewer than 5,000 enrollments are defined as “small” (CollegeData, 2013;
Zumeta & LaSota, 2010). HEIs that meet the definition of small are more susceptible to
economic decline (Schwarz, 2013).

Another delimitation is that I did not include states other than Georgia because
time and cost considerations limited the study to a population of approximately 60. Based

on 2015 data from NCES, there were 59 SNPHEIs in Georgia. I live in Georgia which
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made it easier to recruit SNPHEIs for face-to-face meetings with SNPHEI administration,
as needed.

While individual differences exist between SNPHEIs in the state of Georgia and
SNPHETIs in the United States the review of the extant literature shows that all SNPHEIs
experience the same or at least similar financial performance issues and challenges
(Schwarz, 2013). Therefore, the sample selection from a specific geographic locale (i.e.,
the state of Georgia) should still result in representative sample generalizable to the entire
population of SNPHEISs in the U.S.

Generalizing across various measures for organizational financial performance
was a significant threat to external validity. There are many different ways to measure
organizational financial performance as a research construct. However, in this study, I did
not rely on just one single measure for each unit of analysis, I relied on a multitude of
reliable measures of financial performance most commonly used in the accounting and
financial management disciplines. SNPHEISs typically publish these measures in their
annual financial reports. These financial reports are required to comply with Generally
Acceptable Accounting Principles (GAAP).

Limitations

A limitation of this study was that the OC data could be biased because the data
were collected solely from faculty and staff of SNPHEIs in Georgia. There was a
possibility that the responses to the self-administered online questionnaire could contain
significant bias, depending on the respondent’s relationship to the SNPHEI. For example,
a respondent who does not enjoy working at the SNPHEI or who may have had recent

disagreements with management may reflect this issue in their response. On the other
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hand, a recently promoted faculty or staff who received a significant increase in
compensation may respond in a more favorably biased manner. To address this limitation
in this study, faculty and staff of the SNPHEIs were randomly selected.

A final limitation was the age of the data. The two types of data are aged
differently. OC data collected through the OCAI represents contemporary data. The
results of the OCALI indicate what the OC of the SNPHETI is at the time a researcher
administered the OCAI. By contrast, the profitability data collected from the Form 990 of
the SNPHETI reflect profitability of the preceding 3 years.

This timing or aging difference raised the question of whether the currently OC of
a SNPHEI was in existence during the preceding 3 years and thus had any correlation
with the profitability of the preceding 3 years. To address this limitation, I made a basic
assumption. I assumed that the existing OC of an SNPHE]I, as reflected in the OCAI
results, was in existence during the preceding 3 years for which I collected profitability
data. This assumption was reasonable because OC is a systemic characteristic that
evolves and develops over many years (Cameron & Quinn, 2011).

Significance

SNPHEIs and policymakers could use the results of this study to make significant
contributions in the area of SNPHEI sustainability, public policy relating to higher
education, and ultimately contributing to positive societal changes derived from the
continued sustainability of the SNPHEI subsector. Additionally, SNPHEI administrators
could use the findings of this study in the area of SNPHEI sustainability and provide

insight on the type of OC that is conducive to financial sustainability.
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In terms of public policy, this study can make contributions by framing the
problem of declining SNPHEISs in the context of the impact on social, economic and
higher education. SNPHEISs differ from other higher education subsectors and, as such,
would have different policy considerations and solutions to the economic challenges
facing the entire industry. A better understanding of any contributing factors that would
strengthen the SNPHEISs could, in turn, contribute to positive social change if SNPHEIs
were more sustainable in the American education system.

One key implication for positive social change consistent with the scope of this
study is that this study’s findings could make contributions to how SNPHEIs could frame
the problem of declining SNPHEIs in the context of their impact on social, economic and
higher education. Additionally, as far as this study shows any correlation between OC
and SNPHET’s profitability, this study has implications for the economic survivability of
SNPHEISs as a critical industry subsector.

Summary

In the first chapter I outlined the problem explored in the study and discussed the
gap in the literature that currently exists. In this chapter, I also laid out the purpose of the
study and the relevant research questions and hypotheses. Next, I discussed the
theoretical foundation, the CVF developed by Quinn and Rohrbaugh (1981) and later
further developed by Cameron (1986) and Cameron and Quinn (2011). Following the
discussion of theoretical framework, I discussed the nature of the study and the research
methodology. I ended Chapter 1 with a look at definitions, assumptions and scope,

delimitations and limitations to the study.
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I began Chapter 2 with a restatement of the problem and purpose of my study. I
explored the literature and scholarly research relevant to the problem statement and
discussed pertinent gaps in the literature. I dedicated a section of Chapter 2 to my
literature search strategy then discussed my theoretical foundation where I introduced the
CVF as my theoretical foundation. In the remaining sections of Chapter 2 I provided a
thematic synthesis of the key constructs related to the variables of my study.

In Chapter 3 I outlined the methodology and design of my study. I also specified
the population, sampling procedures, recruitment procedures and steps I took to ensure
informed consent, confidentiality and ethical considerations. The remaining sections of
chapter 3 were dedicated to a discussion of the data collection and analysis, outlining my
research questions and research hypothesis.

In Chapter 4 I presented my results and findings in the context of my research
questions. I highlighted any differences between chapter 3 where I proposed my research
methods and the actual implementation of the proposed plan. I presented both descriptive
findingas as well as statistical findings. Prior to presenting my statistical findings I
discussed at length the statistical assumptions that must be met.

Then finally in chapter 5, I summarized the key findings and interpreted the
findings. After a brief review of the findings in relationship top the theoretical
framework, I ended Chapter 5 by looking at key limitations to the study,

recommendations and implications for future research that arose out of this study
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Chapter 2: Literature Review
Introduction

Problem and Purpose of the Study

SNPHEISs are facing economic challenges that threaten their continued existence
and sustainability as an industry subsector. The problem I addressed in this study was the
declining profitability and economic survivability of SNPHEIs and the relationship that
may exist between this decline and the OC within the SNPHEI. More specifically, I
investigated SNPHEIs that were liberal arts, faith-based, minority-based or gender-
specific institutions, in Georgia. For purposes of this research, “small” meant an
enrollment of under 5,000 (CollegeData, 2013).

The purpose of this quantitative study was to investigate the relationship between
OC in SNPHET’s and profitability in SNPHEI’s in Georgia. I investigated the relationship
between dominant OC ( IV) and their economic sustainability as measured by
profitability (DV) of SNPHEIs. I measured economic sustainability by the SNPHEI’s
profitability. I performed a literature review to identify and analyze extant knowledge,
substantive findings and any theoretical and methodological contributions relevant to this
study.
Synopsis of Current Literature to Establish the Relevance of the Problem

The underlying problem I investigated was the economic decline of SNPHEIs.
This problem facing SNPHEISs is relevant to those decision makers reorganizing
SNPHET’s policies to ensure that they can survive the adverse economic conditions. The

economic decline is a relevant social issue that plagues public policy decision makers.
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This problem is of particular significance to SNPHEIs because of all the HEI sub-

sectors, SNPHEIS are most vulnerable under the current adverse economic conditions
(Chabotar, 2010). This view was also echoed by Martin and Samels (2013) who went one
step further and attributed this vulnerability of SNPHEISs to the inherent structural
deficiencies in the dominant business revenue models prevalent in SNPHEIs (Martin &
Samels, 2013; Selingo, 2015). SNPHEIs have limited business revenue options and these
options are heavily dependent on enrollment. When SNPHEIs face substantial financial
challenges such as reductions in student enrollment or decline in size of endowments, the
impact on the SNPHEI is more adverse because there are no substantial alternate revenue
sources to help them survive these challenges (Barr & Turner, 2013). Decision makers at
SNPHEIs must focus on radical changes to their business and revenue models to models
that are more likely to withstand the economic adverse conditions (Denneen & Dretler,
2012).

The problem of the economic decline of SNPHEISs is also relevant to public policy
makers. The economic decline of SNPHEISs is particularly relevant in the area of federal
and state policies relating to higher education funding. Conner and Rabovsky (2011)
noted that the way higher education policymakers craft and implement policies will be
impacted by the declining economic conditions that engulf the SNPHEI subsector. This
point of view was also put forth by Heller (2011) who posited that even the objectives of
higher education policies would change if the SNPHEI subsector suffers from significant
sustained decline.

Social relevance stems from the close connection between the higher education

sector and social issues. Researchers Mumper, Gladieux, King, and Corrigan (2016)
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agreed with this connection between social issues and higher education. In a seminal
work, Siegfried, Sanderson, and McHenry (2008) highlighted one way in which the
SNPHETI’s have relevancy to social issues. They made the case that the economic decline
of SNPHEISs has a negative impact on institutional availability. Institutional availability is
a social issue because it represents the quality and quantity of HEIs available for public
consumption (Siegfried et al., 2008).

Preview of the Literature Review

I approached this literature review as a systematic, evidence-based method for
identifying, analyzing and synthesizing existing research produced by researchers,
scholars and practitioners in the disciplines relevant to the economic sustainability of the
U.S. higher education and to the field of organizational culture. I further drilled down
into the industry subsector of PHEIs and especially the subsector of SNPHEIs and the
prevalent organizational cultures within the SNPHEI.

In this literature review, I provided a research synthesis to give the most reliable
cross-section of the latest research findings on the topic of this dissertation. In preparing
the literature review I pursued the following specific objectives. First, I explored
scholarly research on the business models and the OC in the SNPHEI subsector of the
American education industry. Second, I presented competing and concurring findings
across multiple studies and evaluated the findings in context of this study’s variables.
Finally, I provided a context for this study by identifying the specific research gap that
this study filled and identified remaining gaps in our understanding of the existing

organizational and economic problems of the SNPHEIs that require further research.
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I began with restating the problem and purpose of my study and a concise
synopsis of literature to establish the relevance of the problem. In the next major section
of the literature search strategy I detailed the sources and methods I used to select
literature for review. Following the literature search strategy, I discussed my theoretical
foundation exploring the origin, source and rationale for selection of the theoretical
foundation. In the next section of Chapter 2, I provided an extensive review of literature
related to organizational culture, the independent variable and profitability of SNPHEIs
which is the dependent variable. Finally, I end Chapter 2 with a summary of the major
themes in the literature and highlighted the gaps that I sought to fill with my study.
Literature Search Strategy

I used an aggregative thematic approach to the literature (Booth, Papaioannou, &
Sutton, 2013). I started the relevant literature search with a scoping exploration, as
recommended by Letherby and Williams (2013). [ used a preliminary search that gave an
estimate of the existing quantity and quality of primary studies. I performed the scoping
search on a selection of core electronic databases with purposive sampling from a range
of areas directly related to the topic of this research. Based on the outcomes of the
scoping search, | identified key search terms and created a list of databases for a
subsequent, deeper probe. Some of the specific terms I used included organizational
culture, small colleges decline, business models, small colleges and small nonprofit
higher education. I used Boolean proximity and adjacency operators, and a limit function
to identify the most relevant sources.

In my search for digital peer reviewed publications, I looked both at open access

and user access sources . I used the following databases: EBSCOhost, Google Scholar,
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ProQuest, and the International Bibliography of Social Sciences (IBSS). In these initial
searches, I found 2,000 relevant sources.

I then adopted selection criteria to further enhance the quality of my search. I used
the selection criteria recommended by Knowlton and Phillips (2013). These criteria were
(a) relative recency (within 5 years of publication) (b) direct relevance to the research
topic, and (c) whether specific explanations of the phenomenon in question were
provided. I discarded all but 218 of search results because they did not satisfy all three
inclusion criteria.

In my literature review, I included several seminal works from public policy and
organization studies and from management fields whose date of authorship exceeded the
5-year limit. The seminal sources I selected were critical for the literature review and
contained information or findings that had not significantly changed with more recent
studies or literature. I included works by Barney (1986), who looked at the relationship
between OC and competitive advantage; Denison and Mishra (1995), who analyzed the
performance of organizations in both private and public sectors, and concluded that OC
and organizational effectiveness are linked directly.

In addition to the published peer-reviewed literature, I included grey or fugitive
literature if it added valuable references to my study. Booth (2013) defined this literature
as “information produced at all levels of government, academia, business and industry in
electronic and print formats when publishing is not the primary activity of the producing
body” (Booth et al., 2013, p. 77). The rationale for this additional step was that it allowed
me to minimize publication bias because studies published for the primary activity of the

producing body typically show larger effects of the policy intervention when compared
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with grey literature; therefore, excluding the grey literature from this review could have
led to exaggerated estimates of intervention effectiveness (Dane, 2013). I subjected the
grey literature to the same sorting criteria as the peer-reviewed studies, the selected peer-
reviewed and grey sources were analyzed. I synthesized the research findings using the
critical evaluation approach recommended by Harris (2014). I gave special attention in
the review to those studies that examined the organizational and economic challenges
facing PHEIs.

Theoretical Foundation
Origin and Major Theoretical Propositions of the CVF Theory

In this study I used the CVF theory as the theoretical foundation. Quinn and
Rohrbaugh (1981) developed the CVF theory which was then further developed by
Cameron (1986) and Cameron and Quinn (2011). Quinn and Rohrbaugh (1981) and then
later Cameron and Quinn (2011) developed the CVF theory as a way to empirically
define indicators and measure an organization against these indicators of effectiveness.
Cameron and Quinn theorized that a causal relationship exists between OC and effective
organizational change. They developed four OC types with each OC type wielding a
unique influence on organizational performance and change.

The CVF theory was developed by Quinn and Rohrbaug (1981) through statistical
analysis of thirty-nine indicators. Quinn and Rohrbaug (1981) condensed these thirty-
nine indicators into four clusters or clans which they further condensed into two main
dimensions. The first dimension identified effectiveness criteria that embody flexibility,
discretion, and dynamism while the second dimension highlighted effectiveness criteria

that emphasize an internal orientation, integration, and unity. The four clusters or
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quadrants that made up the two dimensions were (a) clan, (b) adhocracy, (c) hierarchy,
and (d) market (see Figure 1).

The major theoretical proposition which forms the basis of the CVF theory is that
most organizations can be characterized based on how they resolve operational
challenges (Helfrich, Li, Mohr, Meterko, & Sales, 2007). The scholars who developed the
CVF theory indicated that patterns of behavior emerge when organizations face
challenges and that these patterns are reflective of the organization’s dominant culture
(Malbasi¢, Rey, & Potocan, 2015). The CVF theorists delineated the patterns of behavior
in two dimensions (Cameron, 2009). According to Cameron, the focus of the first
dimension is on organizational flexibility, discretion, and dynamism from an internal
orientation. The focus of the second dimension is on integration, collaboration, and unity
from an external orientation with a focus on differentiation, competition, and rivalry

The developers of the CVF theory further breakdown the two dimensions into
four quadrants. The CVF is used to assess where an organization falls on the four
quadrants and two dimensions. Where the organization falls on the four quadrants and
two dimensions, indicates its proclivity for flexibility and innovativeness or its proclivity
for stability and control. These four quadrants are the clan quadrant, adhocracy quadrant,
hierarchy quadrant and the market quadrant are illustrated in Figure 1.

The clan culture is one in which shared values and common experiences are
encouraged and where an atmosphere of collectivity, employee empowerment and
engagement is promoted. On the other hand, the adhocracy culture is one where there is
high degrees of fluidity and flexibility. In a market culture the focus is external

stakeholders and how well the organization interacts with external stakeholders. The



hierarchy culture has its root in a seminal theory first posited by Weber (1947).
Organizations in which a hierarchy culture is dominant have a strong emphasis on

organizational structure, standardized rules and procedures, strict control, and well-

defined responsibilities (Yu & Wu, 2009).
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Higher education researchers Denneen and Dretler (2012) posited that SNPHEIs

innovation, as these characteristics will help them develop innovative alternatives to their

existing and failing revenue and business operation models. Denneen and Dretler (2012)

based their proposition on the premise that SNPHEIs must implement sweeping

organizational changes to survive the adverse economic conditions that are pervasive in

the SNPHEI subsector. The CVF culture type most conducive to implementing radical

change are the adhocracy and the market organizational cultures (Denneen & Dretler,

2012).



34
Rationale for Choice of CVF Theory

A theory selected as the theoretical foundation for a study must align with the
methodology of that study. The CVF theory is in alignment with my study. One way in
which the CVF theory is in alignment with this study is that the CVF theory is
empirically based, thus conducive to a quantitative study where empirical data is essential
(Cameron & Quinn, 2011). Additionally, the CVF theory was aligned with this study
because the underlying proposition of the CVF theory is that a causal relationship exists
between OC as an independent variable and organizational performance as a dependent
variable (Cameron & Quinn, 2011). The purpose of my study was to analyze
organizational performance which I measured in terms of organizational profitability.

While the CVF was the best fit for this study, to align the research method,
research questions, hypotheses and variables, there were other theoretical foundations
that I considered. One such theory posited by Cooke and Rousseau (1988), looked at the
culture of organizations and their subunits in terms of behavioral norms and expectations.
Ultimately, the CVF theory was selected because I was able to better align it with my
study. Additionally, not only did I use the CVF theory to help diagnose the current
organizational culture, but I used it prescriptively to suggest an OC type that could better
allow SNPHETIs to achieve and sustain economic profitability.

Previous Applications of CVF Theory

The CVF theory is the most widely used model in quantitative research on OC
(Kwan & Walker, 2004). Furthermore, the CVF model has been used to study the
relationship of OC with variables other than financial performance. For example, Lund

(2003) looked at the impact of OC types on job satisfaction. Berrio (2003) utilized the
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CVF theory as its theoretical framework in a qualitative case study of the OC of the Ohio
State University. Berrio’s study showed that the dominant OC of the Ohio State
University was the clan culture. Quinn and Rohrbaugh (1981) described the clan OC as
one in which the organization places emphasis on shared values and common experiences
and where a culture of collectivity, employee empowerment and engagement is
promoted. The presence of shared vision and goals instead of strict rules and procedures
is a hallmark of the clan OC. Unlike this dissertation study, Berrio’s study was primarily
descriptive and did not seek to explore the relationship of OC to organizational change or
performance.

While the Lund (2003) and the Berrio (2003) used the CVF theory in their
studies, both studies fall outside the 5-year limit I selected for my literature review and
both studies were qualitative. In a more recent study Golden and Shriner (2019) used
CVF theory as a theoretical foundation. In this study, the researchers investigated
whether organizational cultures influenced relationships between leaders in an
organization and employee performance. Golden and Shriner concluded that the
adhocracy culture type does have the greatest impact on relationships between leadership
and employees.

Relating the CVF Theory to this Study

The essential theoretical proposition that connected the CVF theory to this study
was that the SNPHEI’s ability to survive the economic challenges facing higher
education lies to a large degree on their ability to adopt fundamental organizational
changes. Denneen and Dretler (2012) and Schwarz (2013) agreed that the SNPHEI must

implement fundamental changes to their business operation models if they are to survive



36

the economic challenges. Clark (2015) posited that there is a close link between an
organization’s OC and their economic viability. Certain types of organizational culture,
such as the market culture, maybe more responsive to changing market conditions and
thus more likely to survive market and economic challenges. It is because of this need for
change in SNPHEISs that I found CVF to be applicable my study. In the following
sections I looked at literature that further established the connection between
organizational culture, organizational performance and SNPHEIs. This linkage is the
primary way in which the CVF theory, which is a theory on OC and performance, was in
alignment with my study.
Literature Review Related to Key Variables

In this section I compared various literature and studies in which I found both
contrasting and concurring perspectives on the constructs of interest to my study. In
selecting these literature and studies I looked for studies that were consistent with the
scope oy my study both in terms of methodology, subject matter and variables. I selected
literature and looked at studies relevant to the two variables of my study: (a) the OC of
the SNPHEI which was the IV, and (b) profitability of SNPHEI, which was the DV.
Additionally, the literature and studies cited in the following sections were in alignment
with my research questions which queried the relationship between the variables.
Key Constructs of Interest, Variables and Research Questions

The key constructs of interest to my study were the IV of OC and the DV variable
of SNPHEI profitability. My research questions were connected to the variables so that
my exploration of the variables simultaneously explored the research questions. Beyond

the interest reflected in my two variables, I explored related areas of interest to bolster my
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knowledge of the subject matter. Such areas of interest included a discussion of the term
“small” as I applied it in my study, a look at how the problem facing SNPHEI’s impacted
the field of public policy and the social implications of SNPHEIs. Additionally I explored
the relationships between OC and business models within the SNPHEIs and economic
implications of declining SNPHEI subsector. In the section on economic implications I
subdivided this discussion into (a) the impact of the decline of SNPHEISs, (b) mitigating
the economic decline, and (c) underlying contributing factors to the decline of SNPHEISs.
Rationale for Selecting the Variables

The variables selected for my study were the OC of SNPHEIs and the profitability
of SNPHEISs. In this section of my literature review I explored literature and I cited
studies and statistics to validate the importance of the SNPHEI subsector and why a study
to look at how the relationship between the variables was warranted. SNPHEIs are an
important segment of the HEI industry according to many scholarly researchers such as
Denneen and Dretler (2012). However, in the following section of my study I have
supported this general assumption from several scholarly sources and statistical data.

SNPHEIs are an essential subsector compared to all the other HEI subsectors
discussed earlier. Several unique benefits make SNPHEIs essential and advantageous to
students who choose to enroll in an SNPHEI. Pallais (2015) made a case for the benefits
of SNPHEISs. Pallais cited scholarly research that indicated faculty at smaller private,
four-year colleges show a higher than average commitment to their students, their co-
workers and their institution. Researchers at the University of California at Los Angeles

Higher Education Research Institute conducted the study to look at faculty attitudes in
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both public and private universities, four-year and two-year colleges and small liberal arts
colleges.

Another factor that emphasized the importance of SNPHETIs is the higher
graduation rates found in SNPHEIs. According to scholarly research conducted by
Vasquez Urias and Wood (2014) very small colleges had graduation rates that exceeded
graduation rates in both medium and larger colleges. Black male graduation rates was the
primary focus of this research by Vasquez Urias and Wood (2014). Statistics from NCES
(2016) showed further support for the study done by Vasquez Urias and Wood. These
statistics from NCES (2016) showed that SNHPEIs had a higher graduation rate of 65%
compared to a graduation rate of 57% for other HEIs (NCES, 2015b). Additionally,
researchers at the National Student Clearinghouse Research Center (NSCRC, 2015)
researched completion rates among all subsectors of HEI. The researchers found that
four-year private nonprofit HEIs had the highest completion rate of 71.50%, almost 10%
higher than the next closest subsector; two-year for profit HEIs at 61.8% and the US
overall completion rate at 60.57% (NSCRC, 2015).

Another unique benefit that highlighted the importance of SNPHETIs is the
economic contribution a SNPHEI makes to its state. Noted scholars in the field, Denneen
and Dretler (2012), estimated that SNPHEIs contributed over $15 billion to the
Massachusetts economy. This data from this study quantified the impact on local
economies of small college closure.

Research done by Economic Modeling Specialist International (EMSI, 2015)
showed further evidence of the economic benefit SNPHEIs have on local economies. The

researchers at EMSI conducted a case study of an SNPHEI; Davidson College, which
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showed that in fiscal year 2012-2013 Davidson College contributed $148.5 million to the

North Carolina state economy. This additional income to a state is generally referred to as
a “contribution to the Gross State Product.” In this study, the researchers indicated that
the $148.5 million contribution to North Carolina’s Gross State Product by Davidson
College, equated to 2,180 new jobs. The researchers in this study found that the benefits
from Davidson College also came in the form of increased consumer spending and by
providing workers in the labor force. Benefits to North Carolina also included increased
tax receipts, increased consumer savings and reduced demand for public services (EMSI,
2015). This economic contribution to North Carolina by Davidson College was typical of
many other SNPHEIs in other states.

The importance of SNPHEIs goes beyond higher graduation rates or economic
contribution to local economies. SNPHEIs have historically been important for three
groups: minorities (African Americans in particular), women, and religiously affiliated or
controlled groups. Historically, colleges targeting these populations were necessary
because of their exclusion from public colleges or, in the case of religiously affiliated
SNPHEIS, the desire to pursue a religious focused higher education (Levy, 2011).

Another factor supporting the importance of SNPHEISs is the size of the SNPHEI
subsector. Statistical data compiled by the NCES (2015a) showed that of the 4,127,833
students enrolled in private HEIs in 2013, 66% of them (2,757,447) enrolled in private
nonprofit institutions and 28% of enrollees were in SNPHEIs. SNPHEIs comprised 80%
of all private nonprofit HEIs. The average private nonprofit college qualifies as a small
private higher education institution (Ginder & Kelly-Reid, 2013). Additionally, NCES

(2015a) data showed that 28% of all students enrolled in higher education enrolled in an
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SNPHEI. This 28% is a significant percentage of students which further bolsters the

importance of SNPHEISs to the broader HEI industry sector.

Another illustration of the importance of SNPHETIs is the role SNPHEIs play in
vocational and technical education. SNPHEISs enroll an estimated 30% of vocational and
technical education students pursuing a vocational or technical degree. Additionally,
100% of vocational and technical colleges qualify as SNPHEIs because their enrollments
are under 5,000 (NCES, 2015a). Vocational jobs like construction or vocational nursing
are expected to experience a 21.4% and 24.8% increase in demand respectively by the
year 2022, compared to only a 10.8% increase in overall job demand (Bureau of Labor
Statistics [BLS], 2015). This increase makes the role of SNPHEIs important.

Yet another benefit of SNPHEISs is in the high valued model of undergraduate
education. Baker, Baldwin, and Makker (2012) concluded that liberal arts colleges, which
are predominantly SNPHEIs, play an important role in US higher education, in large part
because of the “distinct and highly valued model of undergraduate education.” This
model includes distinctive characteristics such as small class sizes, close student—faculty
interaction and flexible curriculums (Baker et al., 2012).

Organizational Culture as a Solution to SNPHEI’s Challenges

In this study I focused on OC changes as an underlying remedy for the negative
economic trends within the SNPHEI subsector. In the literature, I found several
definitions of OC (OC). For example, Hofstede et al., 1990 defined OC as the totality of
the assumptions, beliefs, and values that the members of an organization share (Hofstede

et al., 1990). Another definition of OC is a “system of shared norms, customs,
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assumptions, values, and beliefs, which govern how people behave in organizations”
(Hatch, 1993, p. 641).

Similarly, Needle (2004) described OC as an amalgamation of values, principles
and beliefs of the members of that organization, while Ravasi and Schultz (2006)
suggested that OC is a set of assumptions shared within the organization that gives
direction to organizational decisions and action. Some researchers identified more than
twenty operational definitions of OC in the extant literature (Biischgens, Bausch, &
Balkin, 2013).

However, for definitional clarity, in this literature review I have relied on the most
dominant definition of OC given by Schein (2010). Schein, in particular, defined OC as
"a pattern of basic shared assumptions learned by a group as it solved its problems of
external adaptation and internal integration, this is a product of joint learning" (pp. 21-
22).

According to Schein (2010), a leading theorist on the role of OC in organizational
effectiveness, there are four categories of culture: macro cultures (nations and
occupations that exist globally), organization cultures proper, subcultures (i.e. interest
groups within organizations), and micro cultures (small groups of agents within
organizations). Schein (1996) further identified three levels of OC: artifacts (visible),
espoused beliefs and values (implicit), and basic underlying assumptions (invisible, often
unconscious, taken for granted). Building on this typology of OC, Schein viewed external
adaptation and internal integration as core problems organizations face. More
specifically, Schein (2010) discussed external adaptation as the survival and adaptation to

the external environment and Schein’s discussion of internal integration referred to the
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integration of internal processes to ensure the organizational capacity to continue to
survive, adapt and effectively perform its core functions. Then, with Schein’s definition
and typology in mind, the OC-based solution to the existing organizational problems of
SNPHEISs can be reconceptualized as a process of organizational change mitigated by
specific components of OC unique to academic organizations. Consequently, the positive
organization change process in any higher education institution, including SNPHEIs,
should effectively address several issues associated with OC. Readiness for and
responsiveness to organizational change are two of these issues that SNPHEI’s should
address.
Relationship of Organizational Culture to Organizational Profitability and
Economic Sustainability

The underlying proposition of the CVF theory is that OC has a causal relationship
to organizational performance. Organizational performance can be measured by various
metrics including financial metrics such as profitability. Several researchers have
established the link between OC and financial effectiveness in organizations. For
instance, Cameron and Quinn (2011) defined the market OC as the OC that is more likely
to thrive financially under strenuous market conditions because of its proclivity for
innovation and adaptability. Kotter and Heskett (2011) contrasted adaptive and
unadaptive OCs and concluded that adaptive OCs are associated with higher likelihood of
organizational success and long-term organizational sustainability. Kotter and Heskett
(2011) as well as Guerrero and Urbano (2012) support the position taken by Flanagan
(2012). Flanagan posited that there is an association between organizational effectiveness

and long-term sustainability. In this context, these researchers (Flanagan, 2012; Guerrero
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& Urbano, 2012; Kotter & Heskett, 2011) viewed organizational effectiveness as the
desired objective which is achievable through the process of organizational change
moderated by OC. Guerrero and Urbano developed an entrepreneurial university
framework in which they identified a flexible organizational structure as the number one
characteristic of what they referred to as an entrepreneurial university.

A static inflexible business model is a prevalent characteristic of SNPHEI’s. In
contrast to the adaptive and entrepreneurial culture, which are requirements for
organizational success and sustainability, researchers have agreed that one of the
hallmarks of HEIs as a whole, and SNPHEISs in particular, is their lack of change as it
relates to business models. For example, studies done by Commonfund Institute (2014)
and Hayes (2014) concluded that business models and revenue models within PHEIs
have not changed in several decades. However, changing their business model to
optimize organizational performance is a critical step PHEIs must take to survive
financially (Bogaty, 2013; Denneen & Dretler, 2012). Cameron and Quinn (2011)
identified the market OC as one such OC paradigm because the market culture, like the
entrepreneurial university framework posited by Guerrero and Urbano (2012) makes for a
more flexible and innovative organization. The absence of this type of OC is a major
contributing factor to the economic decline facing SNPHEIs. Many SNPHEIs could
benefit in terms of their organizational effectiveness from a close investigation of their
OC, and the relationship of their prevailing OC to economic success (Clark, 2015).
Organizational Culture and Change in Higher Education

Historically, in the HEI industry, there are examples of the connection between

OC and positive change in the industry. Since the beginning of the 21st century there
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have been several attempts at institutional and organizational reforms within the HEI
industry in the United States (Zusman, 2011). The latest reforms are based on the
underlying assumption that preemptive, intentional change efforts in colleges and
universities can succeed despite the organizational pressures to maintain collegiate
tradition and dominant academic culture (Etzkowitz & Viale, 2010; Rowley, Lujan, &
Dolence, 2001). The SNPHEISs are not an exception in this process, and there have been
several reform efforts undertaken in this subsector because of organizational pressures to
maintain collegiate tradition and dominant academic culture (McGuinness, 2016;
Mumper et al., 2016). In the broader context of higher education reform efforts, OC
moved to the forefront in understanding and implementing the process of organizational
change as one of the solutions to the current organizational effectiveness problems in
colleges and universities, and especially in SNPHEIs (Bonvillian & Murphy, 2014). The
critical significance of OC becomes even more evident as the institutional change moves
from design to operationalization and eventual execution in the actual organizational
settings. The concept of organizational change, through alteration of OC for the explicit
purposes of enhanced organizational efficiency and effectiveness, was initially posited by
Pettigrew (1979), and subsequently conceptualized by Ouchi and Wilkins (1985).
Without addressing OC, it is unlikely that an organization can successfully
implement sustainable organizational change. Ouchi and Wilkins (1985) treated OC as
one of the requisite elements of successful organizational change. The management and
policy research communities greeted the ideas of Ouchi and Wilkins on the role of OC
with increasing enthusiasm in the management and policy research communities. Several

authors, building on the original ideas of Pettigrew (1979) and Ouchi and Wilkins
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extended their analytical and normative frameworks to address other pertinent issues of
institutional change in higher education. Another scholarly author, Barney (1986), in his
seminal study, looked at the relationship between OC and competitive advantage and
concluded that only those organizations that have an OC that is adaptive to organizational
change can achieve long-term organizational sustainability. In support of Barney’s (1986)
position, Denison and Mishra (1995) conducted detailed analysis of high-performance
organizations in both private and public sectors and concluded that there is a direct
relationship between OC and organizational effectiveness. They also found that
organizational effectiveness can and must be achieved or increased through interventions
altering OC (Denison, 1997).

I found additional support for the linkage between OC and organizational change.
For example, Hofstede et al. (1990), in a mixed research case study, posited that OC is a
strategic asset in organizational transformation. They further found that unique task,
structure and control characteristics in all organizations in the research sample were
significantly affected by the dominant OC modes practiced by organizations’ members.
Based on their findings Hofstede et al. suggested that any organizational change should
first address the cultural modes of organizational functioning. Other researchers like
Bozeman (1998) working within the same OC research paradigm suggested that certain
OCs may be responsible for bad organizational practices, such as excessive risk taking
and lack of organizational accountability.

Organizations can reap other key benefits from a close analysis of their OC. For
example, organizations can use OC analysis as an effective analytical tool to diagnose

explicit and implicit organizational problems (Smircich, 1983). OC can be a source of
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organizational sustainability (Lim, 1995). Finally, organizational learning is the necessary
part of any successful organizational change and that OC is the main instrument of
organizational learning (Yanow, 2000). The body of extant research on the role of OC in
organizational effectiveness, sustainability and organizational change is active, extensive
and growing.

Notwithstanding the exhaustive review of literature I conducted on OC, the
purpose of this literature review was not to survey all developments and findings on this
topic. My purpose of the literature review was to identify and summarize those studies
that examined the relationship between OC and organizational change as it relates to
higher education in general and SNPHEIs in particular. In this context, I focused on three
streams of OC literature. The three streams of OC literature I focused on revolved around
three primary aspects of the positive organizational change process in higher education as
a vehicle to improve organizational effectiveness. These three streams were: 1) readiness
for and responsiveness to organizational change; 2) resistance to organizational change in
academia; and 3) the outcomes of the organizational change in higher education.
Readiness and Responsiveness to Organizational Culture in HEI

Researchers have extensively documented the role of OC specific to nonfinancial
organizational change in HEIs. For example, research conducted by Bergquist (2007)
found that the type of OC (e.g.: collegial, meritocratic, elite, or leadership) is closely
associated with perceptions of change in the organization. Similar to Bergquist, Hartley
(2014) emphasizes the importance of OC in change initiatives in colleges and

universities.
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According to Hartley (2014), academic organizations with strong collegial values
(i.e.: cooperation, engagement, commitment, and high levels of attachment) looked at
change more enthusiastically and in more positive terms compared to academic
organizations characterized by elite, meritocratic, or leadership-style value structures,
which were more likely to view change negatively. Although Hartley found
characteristics of all four value structures in all HEIs, Hartley contended that the majority
of colleges and universities can be classified as collegial organizations and, therefore,
viewed change overall positively.

The way academic organizations perceive organizational change is impacted by
their OC (Philpott, Dooley, O’Reilly, & Lupton, 2011). However those who implement
change in academic institutions often take unspoken tenets of OC for granted. According
to some researchers and scholars, to utilize OC as a driver of organizational change in
colleges and universities, the tacit components of OC should not be overlooked (Simsek
& Louis, 1994; Smart & St. John, 1996).

Two tacit components of OC are trust and transparency. Research on
organizational change in academia indicated that one such tacit component, and an
important cultural condition for change, is the existence of trust among the various
members of the academic community (Kezar & Eckel, 2002). While open
communication between various subcultures on campus (Johnson, 2011), maintains trust,
another way to build is through collective decisions, including decisions regarding
organizational change (Stuber, 2012). Another tacit component of OC and a requisite
condition for an effective change environment is the use of change planning strategies

that are transparent, inclusive, and closely aligned with OC (Cameron & Quinn, 2011).
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Change strategies defined by these values also facilitate the development of trust and
reflect the proper scope for inventive and transformative change efforts (Clark, 2015).

Understanding the relationship between OC and organizational change is critical
if HEI leaders are to employ OC analysis to promote organizational change. According to
Kotter and Heskett (2011), failure to understand how OC will interact with various
change strategies may negate an organization’s efforts to create change. Several
researchers supported this position taken by Kotter and Heskett. For example, case
studies of corporations undergoing organizational change, performed by Denison (1997),
Kirby, Guerrero, and Urbano (2011), Schwartz and Davis (1981), showed that OC can
either enable or constrain organizational makeover, depending on the fit between existing
OC and the planned change. Similarly, case studies of public agencies undergoing
organizational change (Abernethy & Brownwell, 1999; Ashworth, Boyne, & Delbridge,
2009; Robertson & Seneviratne, 1996) also showed that organizational change can be
impeded or facilitated by OC.
Resistance to Change in Academic Institutions

Resistance is an important component of organizational change. It is especially
relevant to colleges and universities in light of their enduring tradition of critical
objectivity and a wide variety of subcultures or countercultures on campus (Johnson,
2011). Subcultures such as HEIs, are usually grounded in explicit organizational roles
(Dahlgren & Pramling, 1985), institutional position (Becher & Trowler, 2001), and
access to resources for research or disciplinary affiliation (Barnett, 2014). Subcultures
that display these characteristics (explicit organizational roles, institutional position and

access to resources for affiliation) tend to thrive within academia because academia
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frequently possess their own set of customs, beliefs, and practices that may be distinct
from the larger OC (Dill, 2012).

These conflicting priorities and values among academic subcultures (e.g.:
administrators vs. faculty) often contribute to resistance to organizational change (Becher
& Trowler, 2001). Some studies indicate that the greatest clash has occurred between
administrators, who often initiate organizational change, and the faculty, who are most
frequently responsible for implementing organizational change (Johnson, 2011; Kezar,
2014). This collision happens because the average faculty tenure is usually far longer
than that of most administrators and faculty are often perceived, rightly or wrongly, as the
gatekeepers of OC in academia (Tagg, 2012). When change efforts challenge ingrained
cultural beliefs, faculty, as studies done by Johnson (2011) and Kezar (2014) have shown,
sometimes perceive the change as hostile. Thus, unless these elements of academic OC
are part of an overall change strategy, resistance will be the usual response (Lane, 2007).

Resistance to change in academia is pervasive. So much so, that some researchers
have included opposition, conflict, and internal organizational politics as key elements to
address strategies of institutional change involving OC (Bercovitz & Feldman, 2008;
Clark, 2003; Gioia & Thomas, 1996; Gumport, 2000). Some studies of organizational
change in academia indicated that higher education institution’s readiness for change is
inversely related to the resistance experienced during the organizational change
(Bergquist, 2007; Chaffee, 1984; Kezar, 2014).

If resistance to change signals that the organizational change has reached the
cultural level of the institution under transformation, a shift in OC signifies that

organizational change has occurred in earnest. In his seminal work, Levine (1980)
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identified incompatibility (defined as the degree of congruence between the innovation
and the cultural norms, values, and goals of the institution) and lack of profitability
(defined as the measure of the effectiveness of an innovation in satisfying the adopter’s
needs) as the two primary obstacles to positive organizational change, and hence, the
main reasons behind failure of organizational innovation and organizational change in
colleges and universities. Based on qualitative evidence Levine concluded that
implementers of transformative organizational change in colleges and universities may
avoid failure by maximizing profitability and congruence.

In turn, Simsek and Louis (1994) proposed a model of organizational change that
essentially built upon the model put forth by Levine (1980). In their model, Simsek and
Louis (1994) defined the successful outcome of organizational change as a structural and
lasting change of OC. To operationalize their model, the authors suggested that a
successful strategy of organizational change in higher education should include five
phases of change: normalcy, confronting anomalies, crisis, selection, and renewed
normalcy (Simsek & Louis, 1994). Simsek and Louis recognized the importance of OC
as the key to organizational change. The authors suggested that their model of
organizational change is a good fit for HEIs because it acknowledges aspects of the old
OC, while incorporating it into the implementation of the preferred OC.

Financial Organizational Change in Higher Education vs. Organizational Culture

There is not much in the literature regarding OC and its impact on profitability
and economic sustainability specifically in HEIs. I did unearth significant, mostly
seminal, literature on the relationship of OC to nonfinancial organizational change in

HEIs, however, the literature that addressed financial organizational change was sparse.
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One study I found, in which the researchers studied OC and financial organizational
change was a study conducted by Guerrero and Urbano (2012). Guerrero and Urbano
identified an OC they referred to as the entrepreneurial university framework, which is
conducive to implementing significant organizational changes. Berrio (2003) conducted
another study which looked at OC from a nonfinancial perspective. Berrio studied OC in
a public higher education institution from a qualitative descriptive perspective without
looking at the variable of profitability or economic sustainability of the institution.

Organizations can also use OC as a means of preparing an environment for
organizational change, as a measure for assessing whether or not an organizational
change has occurred, and a means of attaining the preferred outcomes. Finally, the
success of any organizational change effort may be contingent upon the extent to which
implementers of change can effectively address issues of OC in their strategic planning.
Defining “Small” Nonprofit Private Higher Education Institution

The extant literature contains quantifiable and statistical definitions of an
SNPHEI. One such literature source is CollegeData. CollegeData is a reliable industry
expert in nonpeer-reviewed sources, because it is one of the major higher education
industry repositories of college and university statistics. CollegeData (2013) defines the
term small as having under 5,000 students. Other sources set the range at under 4,000
students (NCES, 2015c). At least one peer reviewed source, Zumeta and LaSota (2010)
concurred with using an enrollment of 5,000 as an upper delimiter for a SNPHEI. Zumeta
and LaSota further subdivided PHEIs into a medium category ranging from 5,000 to
9,999 students, and a /arge category with over 10,000 students. In light of the

concurrence between the two major sources; CollegeData and Zumeta and LaSota, for
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this study, I adopted CollegeData’s range of 5,000 or fewer as a benchmark definition of
a SNPHEI.

Most nonprofit institutions of higher education would meet the criteria of small.
The National Association of Independent Colleges and Universities reported in 2011 that
there were 1,600 private nonprofit institutions of higher education in the U.S., with the
average enrollment in these schools of 2,300 students, thus qualifying the average private
nonprofit higher education institution as an SNPHEI. In more specific and recent data
from NCES (2015a), I found that there were 1,736 private nonprofit HEIs with
enrollments under 5,000, thus qualifying as small for my study.

Public Policy Implications

The state of affairs in the SNPHEI subsector has implications of public policy.
The present organizational challenges of SNPHEISs are not just the parochial internal
matters of these institutions, but they intersect and impact public policy issues. In the
following sections I have discussed three public policy implications stemming from the
SNPHEI subsector.

The first public policy implication is the impact that the potential demise of
SNPHETI’s could have on federal and state policies relating to higher education funding.
Conner and Rabovsky (2011) as well as Heller (2011) have posited that both the
objectives and the mode of implementation for higher education policies would change if
the SNPHEI subsector suffers from significant sustained decline.

If the organizational problems in the SNPHEI subsector are not resolved or
significantly addressed in the medium term, and if the failure rate of SNPHEIs does not

improve, HEI policymakers will have to substantially adjust their policy objectives. In
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addition to adjusting existing their policy objectives, Conner and Rabovsky (2011) and
Heller (2011) suggested that policymakers will also have to adjust the way they
implement federal and state education policies. Industry researchers such as Woodhouse
(2015a) have predicted that, as an industry subsector, SNPHEI’s face significant risk to
their long-term survival. If these predictions come true, the demise of SNPHEIs, which
represent 28% of all HEI enrollments, it will significantly change the higher education
industry as a whole. For example, federal and state policymakers in the area of higher
education will have to make substantial changes to address potential increased
enrollments and the associated costs that would occur as state funded HEIs absorb the
displaced SNPHEI enrollments (Conner & Rabovsky, 2011; Heller, 2011).

Another public policy implication is the impact on the national workforce
education and training. The Bureau of Labor Statistics provides a repository of workforce
public policy issues. A reduction in the number of SNPHEIs could also impact the U.S.
workforce because by the year 2024, 35% of all jobs in the US will require fewer than a
bachelor’s degree but more than a high school diploma (BLS, 2015). This market niche is
called the sub baccalaureate and certificates higher education niche. SNPHEIs provide
approximately 30% of the total education market in this higher education niche, and their
decline will create severe shortages in certificates and sub-baccalaureate education
already being experienced by the U.S. workforce (BLS, 2015).

Another policy implication is specific to tax policy implications. The tax-exempt
status granted to SNPHETIs is another public policy linkage between SNPHEIs and public
policy. The vast majority of SNPHEIs are tax-exempt organizations (Hopkins, 2015). By

providing tax exemption status to SNPHEIs, what specific policy objectives does the U.S.
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government seek to accomplish? Firstly, as pointed out by public policy scholars, tax
exemption status to SNPHEISs is merely the means of the public policy implementation,
while its ends are functional (Dunn, 2011). Although a particular tax, or the absence of a
tax, affect the economy in various ways, a tax policy serves a variety of interrelated
purposes, and several distinct policy objectives. Thus, by granting tax exemption to this
specific class of institutions of higher education, the U.S. government aims: (a) to
improve allocation in this subsector of the economy; (b) to achieve desirable levels of the
distribution of higher education for specific demographic groups of population; and (c) to
make a significant contribution to the stabilization function (Dunn, 2011)

Tax exemptions granted to SNPHEIs also serve the policy objectives of the
stabilization function. According to Blanchard, Cerruti, and Summers (2015), the key
stabilization function policy objective involves macroeconomic policies that are
strategically implemented by governments to achieve and sustain desired levels of
economic growth. The optimal levels of employment is a significant economic growth
indicator. One of the ways that the U.S. government attempts to achieve optimal levels of
employment within the higher education sector is by granting tax exemptions. Tax
exemptions impact levels of employment because without tax exemptions SNPHEIs may
not be able to hire as many faculty and staff because funds for personnel expenses
otherwise would be used to pay tax liabilities.

SNPHEI issues also connect to public tax policy in the area of “tax provisions”
(The Pew Charitable Trusts, 2017). Tax provisions are special deductions, tax credits,
exclusions, and exemptions that allow taxpayers to lower their federal or state income tax

liability. According to research conducted by researchers at the Pew Charitable Trusts
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(2017), the effect of these tax provisions is the same as if the government directly funded
the SNPHEI because taxpayers benefit from these tax provisions, and taxpayers in turn
are incentivized to spend money to purchase higher education.

Social Implications

There are significant social issues that intersect with the state of affairs in the
SNPHEI industry. Researchers in the field of SNPHEI and social issues such as
McGuinness (2016) supported the existence of this linkage between SNPHEIs and social
issues. In addition to the important public policy implications of SNPHEIs discussed in
the previous section on public policy implications, the current institutional crisis in the
SNPHEI subsector of U.S. higher education may also have far-reaching and significant
social implications (McGuinness, 2016; Mumper et al., 2016; Zusman, 2011). Although it
is impossible to identify and evaluate all social implications of the negative trends
associated with the demise of SNPHEIs, several such undesirable social consequences
have already pinpointed and assessed from the extant research. Next, I discussed three
social implications (a) institutional availability, (b) reduced affordability, and (c)
institutional diversity.

One such social consequence is the issue of institutional availability. Institutional
availability is a significant social issue that loomed large in the literature on SNPHEISs.
Scholars like Siegfried, Sanderson, and McHenry (2007) and Steinacker (2005) posited
that if public policy changes to benefit SNPHEIs are not adopted or if SNPHEIs do not
implement effective organizational changes designed to increase their organizational
efficiency and productivity, many SNPHEIs will fail and disappear from the social

landscape as a viable option for higher education.
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Institutional attrition is the decline in the number of institutions within an industry
subsector. As the number of SNPHEISs decline, the institutional availability of SNPHEIs
will contract. The impact of attrition of SNPHEI availability will mean that many
potential students from the specific socio-demographic backgrounds who are currently
served predominantly by SNPHEIs, will see their choices significantly diminished (Green
& Celkan, 2014; Maramba, Palmer, Yull, & Ozuna, 2015).

The decline of HBCUs is one factor that contributes to reduced institutional
availability for racial and ethnic minorities. (Gaddis, 2014; Gasman & Commodore,
2014). Additionally, Gilliard, 2015, posited from his research, that certain low-income
demographics in large metropolitan areas are also disproportionately affected by reduced
institutional availability (Gilliard, 2015). Filpin, Saunders & Stoddard, 2015 also looked
at the impacts of reduced institutional availability. They found that those students who
select majors that are offered mostly by the liberal arts colleges and those who will be
seeking certificate and associate degrees are also disproportionately affected by reduced
institutional availability (Gilpin, Saunders, & Stoddard, 2015). The demand for such
niche specific educational choices will continue to exist and quite likely increase, but the
supply of those choices will be greatly diminished if the problem of contracting small
PHEI availability remains largely unaddressed (Panigrahi, 2015).

Closely related to the issue of institutional availability is the problem of reduced
affordability. The scarcity principle of economics is another key factor that has an impact
on affordability. The principle of scarcity as discussed by Burke (2019) is when the price
for goods and services increases as the good or service becomes scarcer. The ability of

students to afford a SNPHEI education goes down because the pricing (tuition) for
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SNPHETIs trends upward as a result of the decline of SNPHEIs (Heller, 2011; Hersh &

Merrow, 2015). SNPHEIs fill a specific need for certain consumers of higher education.
These are the consumers who cannot afford the tuition charged by large private
universities such as the Ivy League universities, or do not qualify for any tuition
assistance at state funded public universities (Department of Treasury, 2015).

SNPHEISs offer a great cost-benefit value to their target demographics groups. The
reduction in the number of institutional choices in this subsector of the U.S. higher
education will more than likely create financial affordability problems for many future
students and their parents (Department of Treasury, 2015; Hersh & Merrow, 2015). With
student debt mounting rapidly (Dwyer, McCloud, & Hodson, 2012) and the rising
inability of many graduates to pay off their debt, especially in a sluggish economy, the
issue of student affordability requires immediate policy attention (Akers & Chingos,
2014). Akers and Chingos, 2014 recommend that student affordability considerations
should be included in any practical plan to revive small nonprofit PHEIs.

The third important social implication of the current crisis of the SNPHEI is
associated with institutional diversity (Hout, 2012; Smith, 2016). The demise of
SNPHEIs as an institution of higher learning with deep historical roots, close ties to their
geographic and alumni communities, and serving specific demographics of students, will
likely lead to overall increase in the homogenization of the entire landscape of the U.S.
higher education. However, institutional diversity plays an important role in the general
institutional sustainability, institutional effectiveness and allocative efficiency (Ostrom,

2005, 2010). Institutional diversity allows flexibility to address the demands of
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international competition (Erickson, 2012), and increased access and affordability
(Hartley, 2014).
Business Models and Organizational Cultures in SNPHEIs

Beyond the industry wide economic debility, SNPHEIs appear to be most
vulnerable under the current adverse economic conditions (Chabotar, 2010). Some
scholars, economists and experts have attributed the documented vulnerability of
SNPHETIs to the inherent structural deficiencies in the dominant revenue models on which
many SNPHEIs have been relying for decades (Martin & Samels, 2013; Selingo, 2015).
SNPHEIs depend on two cash flow incomes per year (fall and spring tuition payments),
and these are completely dependent on enrollment as the dominant source of revenue.
Thus, when SNPHEISs face substantial financial challenges such as reductions in student
enrollment or decline in size of endowments, the impact on the SNPHEI is more adverse
because there are no substantial alternate revenue sources to help them survive these
challenges (Barr & Turner, 2013).

To survive economic challenges, organizations of any kind must have a business
model that maximizes profitability and sustainability. The abnormally high rate of
economic failure among SNPHEIs is one indicator that the prevailing business models in
the SNPHEI subsector are not well suited to withstand the new economic and financial
challenges brought about by the aftershocks of the Great Recession of 2008 (Chabotar,
2010; Zumeta, 2010). The models on which the SNPHEIs have been relying in the past
were not conducive to allowing SNPHEIs to be sufficiently flexible in their financial
choices and ensure both the required buoyancy and the multiple elasticities of their

revenues. Several financial statistics have indicated that the revenue mixes in many
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PHETIs, especially in SNPHEIs, have remained constant for many decades (Commonfund
Institute, 2014; Hayes, 2014). This constancy is not conducive for the general
institutional stability in this subsector of the education industry.

Denneen and Dretler (2012) posited that SNPHEIs could increase their chances of
economic survival by changing their business models. Denneen and Dretler
recommended that by adopting nontuition dependent revenue models and more
entrepreneurial business operations models, SNPHEIs could increase their chances for
economic survival.

There is a consensus among scholars and industry experts about the need for
significant organizational change in both the revenue mixes and the business models
currently adopted by most PHEIs (Schwarz, 2013). Having an OC that is conducive to
adopting significant organizational change is a prerequisite to making any significant
organizational changes. In their research study, Guerrero and Urbano (2012) identified an
OC they referred to as the entrepreneurial university framework which is conducive to
implementing significant organizational changes.

Economic Conditions Currently Existing in the Sector

Weisbrod and Asch (2010) posited that the U.S. higher education industry is in a
real fiscal crisis. Another researcher expanded the financial debility in higher education
beyond the United States and noted that higher education in many other countries is
facing similar financial and economic challenges (Erickson, 2012). The education
industry economist Bogaty (2013) conducted a study in which he supported the positions
of Erickson (2012) and Weisbrod and Asch; that the entire U.S. higher education industry

was performing at a subpar economic level with prospects of continuing economic
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decline. Bogaty’s conclusions were based primarily on the economic data collected by
Moody’s Investors Service. The economists at Moody’s Investors Service measure and
report on higher education industry general economic performance. Similarly, McClean
(2014), in his study of select economic data on higher education, supported Bogaty’s
forecast of economic deterioration. McClean wrote that while 2013 was a volatile year
for the nonprofit higher education, and in spite of the relative economic stability of the
ten years between 1999 and 2008, he expects the U.S. higher education sector as a whole,
to be under economic pressure in the foreseeable future (McClean, 2014).

Not all researchers and scholars agree that the economic outlook for SNPHEISs is
negative. In contrast to experts previously cited in this study (e.g. Barringer, 2013;
Schwarz, 2013; Woodhouse, 2015b) who gave a dire economic diagnosis of the higher
education sector, other experts, like Breneman (2011) gave an opposing view. Taken as a
whole, the higher education sector of the U.S. economy is thriving according to the
general economic and industry indicators (Breneman, 2011). In particular, Breneman
posited that the industry as a whole is economically sound as key indicators such as
student enrollment levels pointed to economic buoyancy within higher education. As
further evidence of a robust higher education economy, Breneman pointed out that
enrollment levels were at an all-time high even with tuition levels rising sharply. This
unlikely combination of trends; growing enrollment levels and rising tuition, underscored
what Breneman highlighted as continued robust demand for higher education. A study by
Hemelt and Marcotte (2011) investigating data from 1991 to 2006, empirically confirmed

the price inelasticity between enrollment and tuition.
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The tuition discount rate is a significant factor when analyzing tuition rates versus
enrollments. The apparent anomaly presented in the price inelasticity between increasing
enrollments in the face of higher tuitions can be explained in part, particularly in the
broader PHEISs sector, by the tuition discount rate. The National Association of College
and University Business Officers (NACUBO, 2014) defined the tuition discount rate as
the rate at which colleges and universities discount their tuition by offering their students
need based or merit grant aid. The NACUBO (2014) further reported that the tuition
discount rate increased to a record high of 45% in the fall of 2012. Additionally in
support of the rising tuition discount rates, Woodhouse (2015b) citing the results of the
2014 Tuition Discount Study, which compiled data from 411 private colleges and
universities, found that private colleges and universities discounted their tuition to 48%,
which was up from a rate of 46.4% in 2013. One of the significant repercussions of an
increasing tuition discount rate is that even as tuition rates rise, which would normally be
a deterrent to enrollment, prospective college enrollees receive lower net tuition cost
because they receive higher amounts of aid (NACUBO, 2014).

Even though Breneman’s (2011) data regarding the optimistic economic outlook
of the HEI industry goes only through 2007, other researchers took a longer look and
concurred with Breneman’s prognostications. For example, Snyder and Dillow (2015)
conducted research that analyzed the data through 2013. Snyder and Dillow (2015)
reported a 33% increase in enrollment from 2001 through 2013 in degree granting
institutions. In support of this positive enrollment outlook, Levy 2009, cited several
scholars who forecasted that the higher education industry, specifically private higher

education, was vibrant and was poised for economic growth (Levy, 2009). Some of the
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scholars Levy (2009) cited included Kinser, Levy, Silas, Bernasconi, and Slantcheva-
Durst, 2010; Zumeta and LaSota, 2010). This positive outlook was also supported by
taken by Breneman (2011) and Snyder and Dillow (2015).

How should one reconcile the opposing views regarding the economic outlook in
the HEI? The opposing prognoses; economic decline on the one hand versus economic
buoyancy on the other; are best understood in context of specific subsectors within the
higher education industry. Therefore neither the broad picture of either a robust and
healthy higher education sector (Snyder & Dillow, 2015) nor the picture of pervasive
economic decline in higher education (Erickson, 2012; McClean, 2014) may be
completely objective. Researchers and policymakers should interpret both perspectives
should in close connection to specific subsectors within the higher education industry.

Levy (2011) posited a reconciliation between the two opposing economic
outlooks. Addressing the issue of apparent conflicting economic prognosis of the higher
education industry, Levy described the U.S. higher education industry as multi-sectored.
Echoing the multi-sectored makeup of the higher education industry, the U.S. Department
of Treasury in a joint report with the U.S. Department of Education divided the higher
education industry into three broad categories or subsectors: a) public; b) private
nonprofit; and c) private for-profit (Department of Treasury, 2015). Berry and Worthen,
2012, classified these three categories or subsectors (Berry & Worthen, 2012). They
made their classifications based on how these HEI are financed and controlled
(Department of Treasury, 2015).

Other researchers subdivided the HEI industry differently compared to the three

categories posited by the Department of Treasury (2015). Researchers such as Zumeta
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and LaSota (2010) offered more nuanced classifications. For instance, Zumeta and
LaSota expanded the number of subsectors to six more narrowly defined categories: (a)
four-year private nonprofit; (b) two-year private nonprofit; (c) four-year private for-
profit; (d) two-year private for-profit; (e) four-year public; and (f) two-year public.
Economic performance across these various sectors reflected significantly different
trends and unique economic pressure points. For example, public institutions, according
to the research done by Zusman (2011), face significantly declining funding from states.
There was additional support for the diversity of economic characteristics across
different subsectors. Following the same line of research that different subsectors display
varied economic fundamentals and hence economic outlooks, Mitchell, Palacios, and
Leachman (2014) have noted that the level of state funding to public institutions is still
below the funding levels prior to the Great Recession. Specifically, Mitchell et al. found
that current funding in 2014 was 23% lower than the funding prior to 2008. This funding
shrinkage, particularly when coupled with spiraling operating costs, according to a study
by Tandberg leads to higher tuition rates at public institutions, and this, consecutively,
puts strong downward pressures on student enrollments (Tandberg & Hillman, 2014).
One subsector within the broader HEI industry does showed strong economic
trending. Oseguera and Malagon (2011) identified for-profit private institutions of higher
education as the fastest growing segment of the U.S. higher education industry. The for-
profit PHEIs’ ability to adapt to market conditions, their greater access to investment
capital and their better control over operational costs are some of the characteristics that
have spurred the growth in the for-profit private higher education sector (Tierney &

Hentschke, 2007).
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By contrast to the for-profit private institutions of higher education, one HEI
industry subsector shows distinctly negative trends. Zumeta and LaSota (2010) reported
that of the six subsectors they identified, only the nonprofit private higher education
sector showed a net negative growth rate between 1996 and 2007. Additionally, the
nonprofit private higher education sector, particularly those PHEIs classified as small,
that is, having under 5,000 students (Zumeta & LaSota, 2010), as being most susceptible
to the economic and market declines (Bogaty, 2013).

The HEI industry is not an economic monolith. Using the findings of this body of
research taken as a whole, I can support the idea that the U.S. higher education industry is
comprised of distinctive subsectors, and each subsector responds to market and economic
changes in distinctively unique ways (Dew, 2012). I took a closer look at the SNPHEI
subsector in the following next section.

In the existing literature, I found possible barriers that prevent SNPHEIs from
making changes to funding and management models that in turn prevents sustainable
profitability. Denneen and Dretler (2012) discussed several key potential barriers
including: (a) lack of capital to implement change, (b) opposition from key stakeholders,
and (c) complex organizational hierarchy. While these are all valid reasons that prevent
many SNPHEIs from implementing changes to their funding and organizational
management models, there is little or no literature on the OC of a SNPHEI as a barrier to
the implementation of business and revenue models that promote sustainable
profitability. In the International Journal of Business and Science Ng’ang’a and Wesonga
(2012) cited several scholars that looked at OC as integral to the organizational change

process required to improve performance in “schools.” None of the citations specifically
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referred to school improvement in the context of financial sustainability specifically in
SNPHEIs. Hence, in this study I looked at the narrow but important relationship between
OC and financial sustainability in SNPHEIs.

Repercussions of an Economic Decline of SNPHEI Subsector

Significant repercussions can come from a continuance of the economic stresses
on the SNPHEI subsector. A continuing of the decline in SNPHEISs threatens to rob US
higher education of the unique and distinctive benefits provided by SNPHEIs as
discussed in this study. Some of these benefits discussed in the previous section subtitled
“Importance of SNPHEIs’,” included higher graduation rates, economic contributions to
local communities and states, small class sizes and close faculty—student interactions.
Additionally, approximately 28% of students who sought higher education looked to the
SNPHETI subsector according to statistics from the NCES (2015). The demise of the
SNPHEI subsector could result in this 28% having to seek higher education in a sector
that is not their first choice for higher education. Any decline in one higher education
subsector weakens the entire higher education industry sector. America’s higher
education can ill afford to be weakened because such weakening has significant negative
repercussions.

One specific repercussion of the SNPHEI’s declining economic viability is the
lower earning potential of individuals without a higher education degree (Zaback,
Carlson, & Crellin, 2012). In particular, during economic downturns, especially the
severe ones like the Great Recession, the lack of a college degree creates a greater
disparity between individuals with and without college degrees (Carnevale, Rose, &

Cheah, 2011). According to researchers at the National Center on Public Policy and
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Higher Education (NCPPHE), a prominent higher education policy think tank; the

economic decline in the SNPHEISs, the concurrent drop in the rate of Americans with
college degrees, as well as the general shift to a knowledge-based economy are more than
likely to create a measurable skills deficiency in America’s workforce (Wegner, 2008).
The continued decline in the SNPHEI subsector could leave a large void in the U.S.
higher education system, because according to the aggregated data compiled by
researchers at the NCES (2015a), in 2015 SNPHEIs enrolled approximately one quarter
(25%) of all higher education students. Taken together, the potential loss in income
earning ability and the declining workforce efficiency that stems from the declining
SNPHEI subsector represent a major socioeconomic challenge, which warrants
innovative strategies on the part of the SNPHEISs in the business and operation models
they currently employ (Denneen & Dretler, 2012).

Furthermore, the decline of the SNPHEIs will weaken the broader higher
education sector which in turn weakens the global competitiveness of US higher
education. Data compiled by the researchers at the Organization for Economic Co-
operation and Development (2013) ranked the United States as 12 in number of
individuals possessing a college degree, placing it behind Korea, Japan and Canada. The
Spelling Report, commissioned by then the U.S. Secretary of Education Margaret
Spelling in 2006, indicated a direct linked between the economic competitiveness of the
United States and the educational level of individuals who completed college degrees.
The researchers of the Spelling Report also reiterated the case for ensuring that
SNPHETIs; as part of the entire higher education sector, find sustainable strategies to

survive the current economic pressures (United States Department of Education, 2006).
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The evidence is staggering and the threat to the financial survival of the SNPHEI
subsector is real. The importance of this subsector necessitates strong measures and
pioneering strategies to mitigate the devastating impact of the economic pressures that
have come to bear upon this important subsector (Denneen & Dretler, 2012).

There is also a potential impact to the quality of the US labor force. Two critical
statistics indicated the public policy impact as it relates to labor force quality. Firstly, by
the year 2024 approximately 35% of all jobs in America will require less than a
bachelor’s degree but more than a high school diploma (BLS, 2015). Secondly, SNPHEIs
currently educate and graduate 28% of individuals who graduate with less than a
bachelor’s degree but higher than a high school diploma (Ginder & Kelly-Reid, 2013).
These two statistics taken together indicate that SNPHEIs make a significant contribution
to America’s labor force and that the decline of the SNPHEI in America can have a
negative impact on labor force quality which in turn impacts commerce and America’s
national economy.

Finally, the decline in SNPHEIs could have negative impact in the areas of
science, technology and math. SNPHEIs in particular play an important role in preparing
students for future STEM related careers (Rask, 2010; Watkins & Mazur, 2013).
However, the goals and objectives of the national science and technology policy could be
undermined if the negative trends in the SNPHEI subsector of U.S. higher education
continues. Additionally, should these negative trends persist, it would ultimately

jeopardize the U.S. competitiveness in science and technology education.
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Mitigating the Impact from the Decline of SNPHEIs

A decline of the SNPHEI subsector can have trickle down policy, social and
economic implications on the HEI industry sector as a whole. I discussed these
implications in three previous sections: “Public Policy Implications,” “Social
Implications” and “Economic Implications.” However, there are some options available
to the HEI sector as a whole that can mitigate the negative impact that would come from
a continued decline in the SNPHEI subsector. These counter measure options are
available to the broader HEI industry at a macro industry-wide level.

Public higher education, large private HEI and online HEIs like Walden
University are possible options. With the availability of public institutions, especially
large state funded university systems, such as University of California, Ohio State or
University System of Georgia and large private colleges like Harvard University, or the
recent explosion in online education institutions (Guerrero & Urbano, 2012; Panigrahi,
2015) prospective college enrollees have numerous choices for higher education. The
availability of these options should, one can reason, fill the void left by the demise of the
SNPHEIs. This reasoning is not entirely convincing, however, because each of these
options themselves have significant barriers or risks.

Firstly, I looked at public HEIs as an option to mitigate SNPHEI decline. While
the state funded public higher education sector may be the most affordable and available
alternative to SNPHETIs, it is also on tenuous financial ground (Maskooki & Maskooki,
2012). Furthermore, Mitchell et al. (2014) pointed out that state funding for higher

education remains significantly below the funding levels that existed before the Great
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Recession. This does not rhyme well with financial survivability of state publicly funded
HEIs; whose business model depends heavily on state funding for their existence.

Academic output is another variable by which researchers should evaluate
alternatives to SNPHEIs. Not only does the underfunding of public institutions of higher
education make them a less than sure and long-term option to the SNPHEI, but the
academic output as measured by graduation rates also makes state funded public
institutions less likely to fill the void left, should the demise of the SNPHEIs not be
averted. The NCES (2015b) recent data showed a disparity in graduation rates, with
public institutions graduating 52% of enrolled students with a four-year college degree.
By comparison, SNPHEIs graduated 61% of enrolled students, thus making a strong case
that attending a SNPHEI increases the likelihood of completing a four-year college
degree (Dwyer et al., 2012).

Secondly the large private PHEI could be offered as an alternative to fill the void
left by a potential collapse or decline of the SNPHEI subsector. However, it should be
noted that the larger PHEIs have one significant limitation—their affordability (Delaney,
2014), which to a large extent undermines their chances of filling the void that may be
left by a possible demise of the SNPHEIs (Vedder, 2012). Even with tuition discounting
as high as 49.9% on average according to the NACUBO (2014), the tuition in larger
PHETISs is still higher. Tuition in larger PHEIs is still higher even in spite of tuition
discounting because, as reported in the NACUBO study, students are more likely to
receive bigger discounts from SNPHEIs compared to discounts available in large PHEIs.
This higher pricing in large PHEIs does not make the large PHEI a favorable option to

the SNPHEI.
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Another important limitation of the larger PHEI is the higher selectiveness of
these larger PHEIs compared to the selectiveness of SNPHEIS (Gaddis, 2014). The more
stringent entrance requirements in larger PHEIs may exclude many potential students
who would otherwise meet the entrance requirements of the SNPHEIs (Smith, Pender, &
Howell, 2013). Hence the larger PHEIs may not be an available option to students who
would otherwise gain acceptance into an SNPHEL

On a micro level, individual SNPHEISs have at their disposal some effective
counter measures against the adverse economic conditions that threaten their survival. In
the previous section I discussed macro level countermeasures that the HEI industry as a
whole could deploy to withstand the adverse economic conditions. Here in this section |
looked at micro level counter measures available to individual SNPHEISs.

Scholars and industry experts pointed out certain strategic shifts SNPHEIs can
make to mitigate the extant economic challenges. For example Denneen and Dretler
(2012) recommended a shift to a more entrepreneurial revenue model. Driscoll, Comm,
and Mathaisel (2013) have posited five core “abilities” a higher education institution
should include in any change strategy designed to develop and boost economic and
organizational sustainability. These core abilities are: (a) availability, (b) dependability,
(c) capability, (d) affordability, and (e) marketability.

Taking a slightly more radical perspective, others suggested that disruptive
innovation in higher education can be a viable basis for a change in business model
(Meyer, 2010; Sheets, Crawford, & Soares, 2012). Markides (2006) defined disruptive
innovation in terms of business model innovation where organizations discover

innovative ways of enlarging their market share. These innovative ways of market share
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enlargement tend to be unconventional and may even create chaotic operations as the
organization transitions from conventional to unconventional strategies (Markides, 2006).
Underlying Contributing Factors to the Economic Decline of SNPHEI Subsector

Several factors contributed to the decline in the SNPHEI subsector. Many of these
factors fall into a broad discussion of whether the SNPHEI business model is sustainable
or not. Some experts, such as Bentes, Carneiro, da Silva, and Kimura (2012), identified as
many as twenty organizational performance indicators that reliably described a business
model and business performance. Lyken-Segosebe and Shepherd (2013) have distilled
the list of contributing factors down to as few as ten. Lyken-Segosebe and Shepherd
analyzed the financial data on 57 SNPHEIs between 2004 and 2013 from the Integrated
Postsecondary Education Data System (IPEDS). They identified ten commonly occurring
risk factors present in defunct SNPHEIs. Lyken-Segosebe and Shepherd (2013) further
summarized the ten risk factors into three broad categories that represent the underlying
economic risk factors facing the SNPHEIs. These three broad categories were: (a)
relatively high dependence on tuition; (b) limited or decreasing enrollments; and (c)
abnormally high capital expenditures and debt service (Lyken-Segosebe & Shepherd,
2013). Denneen and Dretler (2012), Bogaty (2013) and Levy (2011) concurred with the
conclusions drawn by Lyken-Segosebe and Shepherd.

Certain operational characteristics in an organization such as a SNPHEI, could
exacerbate the negative impact of existing negative economic conditions. Guerrero and
Urbano (2012) posited that the absence of an entrepreneurial business model can amplify
the negative economic impact on a college or university. In support of Guerrero and

Urbano’s (2012) position, Denneen and Dretler (2012) called for radical changes in the
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business and revenue models of the SNPHEI as a countermeasure to the declining
economic strength plaguing the SNPHEIL.

In this study I focused on those contributing factors that align with the economic
or business profitability and sustainability of the SNPHEI. More specifically, I looked at
factors that contributed to an SNPHEIs financial performance and how those factors
related to the SNPHEI’s organizational culture. These contributing factors were (a)
enrollment size of student body, (b) limited or declining endowment funds, (c) tuition
dependency, (d) limited access to capital, (e) social changes, and (f) OC versus business
operation model.

Enrollment size. Small enrollment is a significant contributing factor to the
economic decline in SNPHEI. Dew (2012) specifically identified HEIs that he described
as “small” as HEIs that may find it difficult to survive the economic adversity.
Furthermore, Bogaty (2013) indicated that of the nonprofit HEIs that are failing, that
those defined as “small” are most likely to be failing. Zumeta and LaSota (2010)
provided enrollment numbers of 5,000 students or fewer as a definition of small. Martin
and Samuels (2013) listed enrollments under 1,000 students as one of their 20 at-risk
indicators, further supporting the idea that SNPHEIs are inherently more susceptible to
financial distress.

Not only does a small enrollment present an economic challenge to the SNPHEI,
but enrollment numbers per SNPHEI are also declining in the SNPHEI subsector.
According to the NSCRC (2015), enrollment in SNPHEIs with fewer than 3,000 students
declined by 2.4% in Spring 2015. In the same period, PHEIs with 10,000 or more

students saw enrollment increase by 2.0%. The 2.4% decline was greater than the overall
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decline over the entire of higher education industry which measured at 1.9%. The decline
was more severe in community colleges where enrollment dropped 3.9% and in for-profit
HEIs where enrollment fell 4.9% (NSCRC, 2015). These trends of declining enrollments

in the SNPHEI subsector only serve to exacerbate the risk factor of enrollment size for an
SNPHEI.

Another related risk factor facing SNPHEISs is declining tuition. The risk factor of
declining tuition when coupled with declining enrollments create a significant barrier to
the economic growth of SNPHEIs (Chabotar, 2010). This coupling of declining tuition
and declining enrollments is particularly fiscally debilitating to the SNPHEIs because of
the SNPHEIs’ overdependence on tuition (Chabotar, 2010).

Within the HEI industry, an HEI’s endowment fund income can offset the
negative impact of declining tuition revenue. Endowment funds are used to attract more
students by offering either full or partial tuition support, hence boosting the enrollment
numbers to more sustainable levels. However, the current endowments of many, if not
all, SNPHEIs cannot be such an ameliorating force because at least 75% of SNPHEIs
tend to have comparatively smaller endowments (Commonfund Institute, 2014). Once
again, the adverse financial outlooks for SNPHEIs is made worst by an inherent
characteristic of an SNPHETIs i.e. their lower than average endowment fund amounts.

A key factor contributing to declining enrollments in SNPHEISs is the declining
demand for colleges for targeted subcultures. SNPHEIs have historically been important
for three groups: minorities (African Americans in particular), women, and religiously
affiliated or controlled. Historically, colleges targeting these populations were necessary

because of their exclusion from public colleges or, in the case of religious affiliated
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subcultures, the subculture was self-excluded in their desire to ensure their children have
a religious focused higher education. Levy (2011) identified that at least in the case of
religiously affiliated SNPHEIs the need for religiously affiliated SNPHEIs maybe
declining. Levy pointed to the decreasing enrollments and a decaying financial viability
of Catholic colleges and universities, which paralleled the declining number of Catholics
per capita in America.

Female enrollees are another targeted subculture where societal changes maybe
causing an enrollment decline in some SNPHEIs. Levy (2011) discussed the increasing
acceptance of women enrolling in higher education as a factor contributing to the decline
in a need for gender-based women colleges and universities (Levy, 2011). Other scholars
like Palmer and Zajonk (2010) have also attributed the decline of SNPHEISs to social or
socio-political reasons. Palmer and Zajonk contended that, for example, historically black
colleges and universities (HBCUs), which represent a significant subset of SNPHETIs,
came into existence pursuant to a social contract between emancipated African
Americans and America. However, HBCUs’ enrollments declined with the passage of the
landmark Civil Rights Act of 1964, and the U.S. Supreme Court rulings in such milestone
cases as Brown v. Board of Education (1954) and Adams v. Richardson (1972). The
implementation of the federal financial aid programs in the 1960s and 1970s, and the
comprehensive federal affirmative action policies also contributed to the decline in
HBCUs’ student enrollments (Palmer & Zajonk, 2010).

Another indicator of an unsustainable business model in the SNPHEI subsector of
U.S. higher education is the heavy dependence on tuition and fees as a revenue source.

This heavy dependency on tuition and fees is a common characteristic of the SNPHEISs,
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which makes them much more susceptible to the current economic challenges. In this
regard, the United States Government Accountability Office (GAO) in its 2014 report to
the U.S. Senate, indicated that for the ten years between 1999 and 2009 both public and
private HEIs saw a sharp increase in their dependence on tuition and fees as a major
revenue stream. The GAO (2014) also reported that while public institutions saw an
increase from 17% to 24% of total revenues coming from tuition and fees, the PHEIs
demonstrate significantly higher reliance on tuition and fees, with their share increasing
from 29% to 41%. This growing trend towards tuition-dependent institutions, while is
concerning to all PHEIs, is more economically debilitating to SNPHEIs.

Tuition-dependent institutions are specifically and narrowly defined. Kirstein and
Hurlburt (2012) defined a tuition dependent institution as one that receives 60% or more
of its revenues directly from tuition (Kirstein & Hurlburt, 2012). The U.S. Department of
Treasury (2015) used a more extreme scale to measure tuition dependency. The
researchers at the U.S. Department of Treasury (2015) established that a SNHPEI that
generates 70% or more of revenues from tuition as a “heavily tuition dependent”
SNPHEI. From a study of over 500 colleges and universities, Moody’s Investor Service
found that PHEIs as a whole derived approximately 67% of their revenues from tuition
and auxiliary fees (Bogaty, 2013). Synthesizing a range from these three sources, 60%-
85% tuition dependency rates would render a SNPHEI as overly tuition dependent and
thus more financially susceptible to the negative economic outlook facing the entire HEI
industry.

State appropriations for HEI also impact tuition dependence in SNPHEIs. The

increased dependence on tuition and fees has been driven, in the public institutions of
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higher education, by declining direct state appropriations for higher education (Hemelt &
Marcotte, 2011). Additionally, even PHEIs were affected by this negative trend and saw
decreases of between 60% and 65% in revenues coming from state and locally supported
tuition appropriations (GAO, 2014). On the other hand, one of the primary contributing
factors to the increasing dependence on tuition and fees in SNPHEIs stems from
declining endowment funding (NACUBO, 2016; Weisbrod & Asch, 2010).

Limited or declining endowments. Another indicator of an unsustainable
business model is low endowment funds. Endowment funds provide economic stability,
sound basis for long-term planning, and also provide operating income to supplement
tuition and fees (American Council on Education [ACE], 2014). The SNPHEI’s lack of
sufficient endowment funds or their lack of any endowment funds at all, is a major
contributing factor to the SNPHEI’s economic vulnerability (Chabotar, 2010). Lower
endowment funds, when coupled with higher tuition dependency does not bode well for
SNPHETIs.

Among HEIs as a whole, endowment fund levels have grown. However
notwithstanding a phenomenal growth in overall size of total dollars held by all college
and university endowments from $103 billion in 1991 to $529 billion in 2015 (Milton &
Ehrenberg, 2014; NACUBO, 2016), the SNPHEIs have not benefited from this
phenomenal growth. Any growth in average endowment funds among SNPHEI’s pales
by comparison to the average endowment fund growth rate among the top 1-2% of
private colleges and universities like Stanford University, Yale or Harvard. These HEIs
have endowment funds in excess of one billion dollars each (ACE, 2014; NACUBO,

2015; Weisbrod & Asch, 2010). While the $529 billion in endowments is spread out over
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812 colleges and universities, $395 billion of the $529 billion (or 74.7%) was held by

(NACUBO, 2016). This 11.6% of the colleges and universities that hold the lion share of
the 529 billion dollars in endowment are the larger universities. The SNPHEI share of
this endowment pool is approximately between 15-20%, which is significantly lower
than the 74.7% share held by the large private institutions and in many cases SNPHEIs
have little or no dollars in endowment funds.

As of 2014, only 62 of the approximately 4,500 accredited colleges and
universities had endowment funds over one billion dollars, while 54% had endowments
under $10 million with the median endowment at private colleges and universities at $7.9
million (ACE, 2014).

One meaningful way to measure endowment funds is the average endowment
dollars per full time equivalent (FTE) student. Seventy-five percent of SNPHEIs have an
average endowment of $15,588 per FTE student (NACUBO, 2015). Furthermore, in
2015, the median endowment for a typical SNPHEI was $13,017 per FTE student, while
in comparison, large well-endowed private universities as a group, commanded a median
endowment of $34,876 per FTE student, according to the latest study (NACUBO, 2016).
Many smaller nonprofit private liberal arts colleges, which make up the larger share of
the SNPHEI subsector, have limited endowment funds, and according to Weisbrod and
Asch (2010), 11% have no endowment funds at all.

Endowment funds provide economic stability, sound basis for long-term planning,
and also provide operating income to supplement tuition and fees (ACE, 2014). The
SNPHET’s lack of sufficient endowment funds or their lack of any endowment funds at

all is a major contributing factor to the SNPHEI’s economic vulnerability (Chabotar,
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2010). Listing “imperiled endowments” as one of the indicators of the broken business
model in SNPHEISs subsector, Grajek (2011) noted that the imperiled endowments
present a challenge to rebuilding a sustainable and profitable business model. Researchers
at the ACE (2014) have well documented the correlation between SNPHEIs” endowment
levels and their economic stability. According to this report, there were three key benefits
of endowments: (a) investment earnings from endowments tend to be more consistent,
even given market fluctuations, than other revenue sources such as tuition or donor gifts;
(b) endowments allow an institution to keep tuition pricing lower, which is a significant
competitive advantage over other HEIs that raise tuition and fees to cover rising costs;
and finally, (c) endowments enhance reliability of long-term organizational planning
(ACE, 2014). College endowments are managed to preserve the principal and only use
investment earnings from the endowment. This endowment management model makes it
easier for colleges and universities to engage in long-term planning and forecasting of the
investment earnings from their endowment funds. Long term planning also gives the
endowment managers the ability to adjust their forecasts for economic and market
conditions such as fluctuating interest rates or projected core inflation (ACE, 2014).
While the SNPHEI typically is under-endowed, even the large nonprofit private
institutions of higher education with large endowment funds have their unique
endowment challenges. These challenges stemmed from the significant economic
challenges in the wake of the stock market declines between July 2008 and March 2009;
with endowment funds losing on average 23% of their values (Weisbrod & Asch, 2010).

This market loss in endowment values had negative effects on those SNPHEIs with
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already meagre endowment funds, even more so than the larger nonprofit PHEIs
(Chabotar, 2010).

A fourth critical relationship between endowments and the economics of a
SNPHEI is the relationship to operating budget support (Goetzman & Oster, 2012). The
Commonfund Institute (2014) looked into the operating budgets of 629 nonprofit PHEIs
and their analysts found that SNPHEIs with large endowments derive an average of 17%
of their operating budget from endowments compared to only 10% as the average for all
universities. In comparison, Yale University, whose endowment is in the top 3% in terms
of endowment size, derived 42% of its operating budget support from endowment
(Commonfund Institute, 2014). Thus, as can be seen from these financial data, the limited
endowments of many, if not all, SNPHEIs makes many benefits available to PHEIs with
large endowments, unavailable to SNPHEIs with small endowments. Consequently being
deprived of these benefits renders SNPHEIs more susceptible than their larger PHEI
counterparts, to the adverse effects of economic downturns and possible organizational
demise.

Another factor that is relevant to the financial sustainability outlook for SNPHEIs
is the factor of social changes. While researchers like Schwarz (2013) and Denneen and
Dretler (2012), highlighted financial reasons for the negative outlook facing SNPHETIs,
other researchers like Levy (2011) or Palmer and Zajonk (2010) have identified several
social factors that may have contributed to the financial uncertainty facing SNPHEIs. For
instance, Levy identified two significant social developments that he considered as
contributing to the threat to SNPHEIs. In particular, Levy posited that the decline of

social subcultures that created the need for a specific type of SNPHEI in the first place
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has had a negative impact on SNPHETIs. In this case, Levy was referring to parochial
schools whose existence depended on a religious following. In support of this point Levy
cited the decline of enrollment and financial viability of Catholic colleges and
universities, which mirrored the decreasing percentage of Catholics per capita in
America.

Secondly, changing social norms, even positive changes, have contributed to the
decline of SNPHEIs. According to Levy (2011), the change in society’s acceptance of
women enrolling in higher education as a positive change in social reality that has
precipitated the decline in a need for gender-based women colleges and universities.
Levy summarized his scholarly position stressing the notion that most declines in private
higher education can be attributed to sociological or political rather than to economic
reasons alone.

Levy’s position, however, stood in sharp contrast with many other researchers.
Many researchers placed the root cause of the decline in private higher education on the
economic stresses affecting this subsector of higher education industry brought about by
rising tuition rates and declining enrollments (Barr & Turner, 2015; Barringer, 2013;
Hansmann, 2012; Sheets et al., 2012). The contrarian view of Levy may be attributed in
part to the fact that study was more global in its scope. Levy looked at private education
not only in the U.S., but also in several other regions of the world.

Other scholars like Palmer and Zajonk (2010) also attributed the decline of
SNPHETIs to social or socio-political reasons. Palmer and Zajonk cited the advent of
historically black colleges and universities (HBCUs), as an example of how socio-

political factors impact the strength of SNPHEIs. HBCUSs represent a significant subset of
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SNPHEISs, and they came into existence as a result of social contract between
emancipated African Americans and America (Palmer & Zajonk, 2010). However,
HBCUs’ enrollments had declined with the passage of the landmark Civil Rights Act of
1964, and the U.S. Supreme Court rulings in such milestone cases as Brown v. Board of
Education (1954) and Adams v. Richardson (1972). The implementation of the federal
financial aid programs in the 1960s and 1970s, and the comprehensive federal affirmative
action policies also contributed to the decline in HBCUs’ student enrollments (Palmer &
Zajonk, 2010).
Summary and Conclusions

In the literature review I identified and analyzed the body of completed and
ongoing research produced by scholars and practitioners in the field of U.S. higher
education and especially SNPHEISs, their existing problems, and their public policy,
economic, social implications and historical context. I looked at possible contributing
factors to the economic plight facing the SNPHEI. One such possible contributing factor I
focused on was the OC within the SNPHEI. The literature I cited and discussed in the
literature review have directly and explicitly focused on the two variables (SNPHEI
profitability and organizational culture) while simultaneously focused on themes related
to these variables. The variables of this study were the OC (independent variable) and the
economic sustainability of the SNPHEI measured by annual profit (dependent variable).

From the literature search I found that the U.S. higher education receives
substantial research attention. I found substantial research attention in the large number
of policy studies on various aspects of this sector of the HEI industry sector. Yet, there

exists a relative scarcity of well-designed policy studies that specifically examined
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sustainability and profitability.

The findings of the sources reviewed in this literature review can be summarized
in five key points. Firstly, the literature showed that SNPHEIs are an important
component of the U.S. higher education sector. They serve specific target populations
and have deep roots in their respective communities. These institutions have long history
of providing a high value education and they remain popular choice for prospective
students.

Secondly, available empirical evidence showed that serious organizational
challenges currently exist in many SNPHEIs. These challenges are brought about by
factors including declining revenues, small enrollment sizes, tuition dependent revenue
mixes, insolvency, and limited access to capital. These factors are the primary factors that
are contributory to organizational challenges in SNPHEIs. Implementation of
organizational cultures that facilitate change and market responsiveness is one effective
way to address these organizational challenges.

Thirdly, the challenges SNPHEIs face have far-reaching negative effects on the
U.S. education policy, labor and employment policies, and social policy implications
(reduced institutional availability, compromised student affordability, diminished
educational opportunity and undermined institutional diversity). These effects and
implications are felt at all levels of public policy such as local government, federal, state
and even impacting US global competitiveness which impacts global policy.

Fourthly, a change in their dominant business model of an SNPHEI can make a

positive impact on the organizational sustainability of SNPHEIs as an institutional type.
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In the literature I reviewed, I found some consensus that within HEI as a whole and more
so within SNPHEIs, current business practices, processes and outcomes appear obsolete.
This obsolescence, according to the literature by scholars such as Denneen and Dretler
(2012) is a barrier to SNPHEIs successfully adapting to new economic and policy
realities.

Fifthly, a viable change in the prevailing business model of SNPHEISs is possible
through radical and purposeful organizational transformation mediated by organizational
culture. However, to achieve such successful transformative organizational change such
factors as organizational readiness, responsiveness and resistance to change have to be
addressed, which will require that the SNPHEI diagnose and change OC paradigms.

The review of the literature showed an abundance of literature on the economic
strain the higher education industry as a whole and among SNPHEISs in particular which
are more adversely affected by this economic strain. The literature also showed that OC
can impact organizational performance including organizational financial performance.

What is not well established in the literature was the narrower scope of how OC
affects financial organizational performance in SNPHEIs in particular. It is in this
narrower scope of organizational performance within SNPHESs that the scope of my study
will be focusing in an attempt to extend the knowledge in the field of study.

In Chapter 3 I discuss the methodology that aligns with the theoretical foundation,

the research questions, hypotheses and variables discussed in Chapter 2.
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Chapter 3: Research Method

The purpose of the study was to investigate the OCs prevalent within SNPHEIs
and to explore any correlations that may exist between OC and the financial sustainability
profitability of the SNPHEIs as measured by the SNPHEIs profitability. I used a
quantitative methodology, because I sought to confirm or disprove a narrow hypothesis,
that is, whether there was a relationship between the OC of a SNPHEI and its
profitability.

In this chapter I discuss the following areas: (a) research design and rationale; (b)
the methodology including the target population and population size, the sampling
procedure, procedures for recruitment, participation and data collection and
instrumentation considerations for the research; and (c) threats to validity and ethical
procedures.

Research Design and Rationale

One key factor that impacts the research design is the variables. Creswell and
Creswell (2017) recommended that, for sound research design, the selected design
should align with the research variables. In this study, the dominant OC in the SNPHEI
was the 1V) and the profitability of the SNPHEIs was the DV). I also controlled for other
variables of enrollment size and endowment size.

The research design was correlational. It was well suited for this study because it
is ideal for exploring the relationships between two or more variables.

I looked at other research designs for compatibility with this study and found the
ex post facto design. This design was compatible with my study because in this study I

looked at data on phenomena that had already occurred (i.e., the profit earned by
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SNPHEIs). Knowlton and Phillips (2013) indicated that ex post facto designs are well

suited for studies of variables after the phenomenon under investigation has already
occurred. The ex post facto research designs were also in alignment with the research
questions. One critical point of alignment was that the variables cannot be manipulated
by the investigator (Ravich & Riggan, 2013). The variables, OC of the SNPHEI and
profitability of the SNPHEI, were both preexisting and could not be manipulated as they
would be in an experimental or quasi-experimental methodology.

I used an ex post facto design, a research design in which phenomena being
studied has already occurred or is already in existence. For example, I used my research
questions to inquire about a SNPHEI’s predominant OC type. The OC of an SNPHEI is a
phenomenon that is already in existence. According to Knowlton and Phillips (2013), ex
post facto research designs are well suited for variables, and therefore for research
questions based on those variables, where the information being queried already exists.

Secondly, time and resource constraints are important considerations in selecting
the research design. Every research study inherently has certain constraints that impact
the success of the study. The theory of constraints (TOC) defined a constraint as “an
important limiting factor that stands in the way of successfully achieving a goal”
(Goldratt, 1998, p. 23). Most quantitative research designs, including correlational and ex
post facto cross-sectional designs, are based on a project approach to implementation, and
therefore, they have a specific pragmatic aspect—the research purpose. However, to
achieve the stated research purpose, the utilized research design should factor in several
time and resource constraints. Rand (2000) posited that researchers can systematically

address time and resource constraints to reduce their negative influence on project
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outcomes. Researchers should always consider time and resources constraints;
particularly because they are the most challenging constraints; when deciding on the
specific choice of research design (Black, 1999).

In this study, time was not a significant constraint. The topic of this research is
OC and its relationship to the financial sustainability of the SNPHEIs. OCs do not change
rapidly (Hatch, 1993; Schein, 2010), and also have a strong tendency for institutional
isomorphism, i.e. relative homogeneity in OC types across institutions (Ashworth et al.,
2009; DiMaggio & Powell, 1983; Frumkin & Galaskiewicz, 2004). Due to the limited
scope of the study the research design, I anticipated variation cross-sectionally but no
variation temporally over time. The selected research design properly addressed the
majority of resource constraints. These resource constraints are: (a) the design choice is
not resource intensive, (b) the target population of research participants will not be
difficult to identify and recruit, (c) the data collection and analysis methods will be
inexpensive (most financial data was available from public sources, access for a fee will
not be required, etc.), and finally (d) the selected design is not associated with excessive
analytic complexity.

Thirdly, when designing a study, the researcher should consider how the study
would advance knowledge in the field of study. This study is in the field of public policy
and more specifically in the field of public policy as it relates to policy choices SNPHEIs
might consider that help them maintain economic sustainability. According to Dunn
(2011) the field of public policy studies policy choices. For SNPHEISs, the choice of an

operating business model represents a policy choice, within which organizational
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decision-makers execute smaller, routine policy choices. The OC has a direct effect on
what policy choices to select both strategically and tactically (Clark, 2015).

Public policy scholars have long recognized that individual and collective
policymakers can produce better outcomes if they are consistent in relying on rigorous
evidence to inform specific policy options and choices (Dilnot, 2012; Dunn, 2011). Such
an approach, known as evidenced-based policymaking (Patton, Sawicki, & Clark, 2015),
fosters greater efficiency and effectiveness in identifying, analyzing, selecting, funding
and implementing policy options. In this study I have provided evidence-based insights
into SNPHEISs, the extant economic challenges they face and the public policy
environment in which SNPHEIs exist. These insights would advance knowledge in the
field of public policy by informing both public policy makers and HEI policy makers of
choices they can make to improve the financial sustainability of the SNPHEI subsector.

My focus in this study was to explore the relationship between the dominant OC
and the financial sustainability of the SNPHEIs. More specifically, in this study I sought
to explore: (a) the effects of OC on the economic choices key policy decision-makers
select and implement, (b) the effects of such policy choices on the long-term survival of
the SNPHETIs, and (¢) on feasible policy options available to key policy-decision makers
to prevent organizational collapse of these unique institutions of higher education. Given
this focus, the selected research design is consistent with research designs needed to
advance knowledge in the fields of education policy and analysis for the following two
reasons. First, I used the selected design to reach objective conclusions, which form the
basis for evidence-based policy making and research. Second, because the data for my

study was collected using a validated instrument (OCAI) from a subset (Georgia only) of
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all SNPHEISs representative of the entire population of these institutions of higher
education, the selected research design allowed for making broad policy generalizations
and suggesting viable policy options.

Methods
Study Population

The population of the study are nonprofit private colleges and universities in the
state of Georgia with student enrollment under 5,000. CollegeData (2013), referred to
these private colleges and universities with fewer than 5,000 enrollees as small colleges.
According to the 2016 statistical data, there are 59 small private nonprofit colleges and
universities in Georgia (NCES, 2016).

Sample and Sampling Procedures

The population for the study was small enough, therefore a census was performed.
As such, because I used a census approach to data collection, there was not a need for
sampling at the institutional level. The key advantage of a census approach is that the
results are more accurate when compared to a sampling method. In a census method the
sampling variance is zero.

Within each institution surveyed, I asked the entire faculty and staff to participate
in the study. However, a minimum response rate of 51% of the total number of faculty
and staff at a SNPHEI was set as a threshold to accept the results from that SNPHEI as
representative of the SNPHEL.

One key disadvantage of the census method is that the census method requires
more time compared to a sampling method. However, because the data collection

instrument and data sources are easily accessible, the additional time required to
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administer a census method is considered a beneficial cost in light of the higher degree of
accuracy to be gained by a census method. Additionally, with the census approach, there
might be issues of selection bias, if those who choose to participate are not representative
of the population.

I selected the SNPHEIs for this study from a NCES (2016) national database
listing of all HEIs. From this national list I further selected HEIs in the state of Georgia,
which have enrollments under 5,000. I found 59 SNPHEIs in Georgia based on this list.
Considerations such as sample size, sampling frame, power analysis are not relevant
because in this study I am using a census rather than a sample. These considerations are
not relevant when using a census method (Baffour, King, & Valente, 2013).

Recruitment, Participation, and Data Collection

As part of this recruiting process, I secured the permission of the SNPHEI to send
the OCALI to all SNPHEI staff and faculty. After securing permission, I sent the OCAI to
all the selected SNPHETI staff and faculty. To protect the privacy of the selected staff and
faculty, I provided an email link to the web based OCALI to the respondents. I also gave
complete instructions to the respondents. The respondents responded confidentially, and I
maintained all results in strict privacy.

The faculty and staff respondents were given a choice of one of three free eBooks
as an incentive for their participation. No one claimed the free eBook but several of the
SNPHEIs requested copy of completed published dissertation.

Informed Consent
Federal regulations mandate that researchers ensure that they obtain legally

effective informed consent before the recruited individual’s participation in a study. In
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the following paragraphs I have outlined below the process I used to obtain informed
consent. There were three guiding principles that I followed that ensured the informed
consent was legally effective.

Informed consent is legally effective if: (a) it is obtained from the subject or the
subject’s legally authorized representative; (b) it is documented in a manner that is
consistent with the federal regulations on protection of human subjects (DHHS, FDA)
and with the applicable laws of the jurisdiction in which the researcher conducts the
research; and (c) the researcher obtained it under circumstances that: (a) provide the
prospective subject or the legally authorized representative sufficient opportunity to
consider whether to participate in the research, (b) minimize the possibility of coercion or
undue influence, and (c) respects the privacy of the potential participant by taking place
in a setting that is not open to the public.

In this research I implemented the following steps to ensure that a legally
effective informed consent was received. These steps incorporated the three guiding
principles discussed previously.

Step 1: Determining who may obtain informed consent. As the principal
researcher, | was responsible for obtaining the informed consent. Because this was a web-
based survey, the respondents provided informed consent as the first step of the web
survey prior to them beginning the survey responses.

Step 2: Determine when and where I will obtain the informed consent. I obtained
the informed consent at the time the respondent began the OCAL. I acquired the informed
consent by using a consent e-form on the front page of the OCAI prior to the respondent

beginning the survey.
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Step 3: Determining from whom I could obtain consent. I obtained the informed
consent from each respondent. I provided a copy of an informed consent request
document to the SNPHEI representative for their records.

Ethical treatment of research participants. All research participants of the
study were provided with a consent e-form before they agreed to participate in the current
research. I used the consent e-forms to communicate to the participants all expectations
expected of them as a participant in this research. The completed consent e-forms were
collected, and I asked the subjects to select the “I consent to take this survey” button
before starting the survey. I designed the online survey to ensure that I did not collect any
personal identification information on the survey. To ensure full protection of research
participants’ identity and privacy, [ was the only person that had password-protected
access to the electronic repository.

I took steps that ensured that the research participants were informed about all
research protocols, data collection and data analysis procedures, and applicable research
ethics standards as recommended by Sieber and Tolich (2013). One such step was that
the participants were able to download from the survey site an e-copy of their rights as a
research participant (Department of Health, Education & Welfare, 1979; United States
Congress, 1974; World Medical Association, 1964).

Data Collection Procedures

Four distinct sets of data were collected: (a) OC type, (b) profitability data, (c)
endowment fund size, and (d) enrollment size. I collected data on OC of the SNPHEI
through the OCALI instrument via an online survey. I retrieved data on annual profitability

from archival data from publicly available tax returns (Form 990) which SNPHEIs are
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required to file annually. I also compiled additional profitability data from the SNPHEI’s

annual reports. I compiled endowment data from data compiled by the NACUBO and
Commonfund Institute (NACUBO, 2016) in their report on endowment funds of colleges
and universities. Enrollment size data was collected from annual reports of the SNPHEI
and also from archival data repositories such as the NCES, which is a department within
the US Department of Education and the Institute of Education Sciences. The NCES is
the primary federal entity for collecting and analyzing data related to education in the
U.S. and fulfills a Congressional mandate to collect, collate, analyze, and report complete
statistics on the condition of American education.

Data collection process—OCALI. Collecting OC data was done using the OCAI
instrument. The respondent completed the OCAI survey questions that I used to assess
six key characteristics of their SNPHEI’s organizational culture. These six characteristics
are: (a) dominant characteristics (b) organizational leadership (c) management of
employees (d) organization glue (e) strategic emphases and (f) criteria of success. By
averaging all individual OCAI scores using the OCAI methodology, I was able to
ascertain the OC profile of the SNPHEI.

No personal demographic information, other than the SNPHEI where the
respondent is employed by, was collected from the respondents and I administered the
study anonymously.

Archival data collection—profitability, enrollment and endowment. In addition
to OCALI data on organizational culture, I collected archival data on profitability,
enrollment and endowment size. I collected these data archival from reliable attested

sources such as the Internal Revenue Service, audited financial annual reports, the US
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Dept. of Education National Center of Education Statistics and the NACUBO and

Commonfund Institute (NACUBO). The NACUBO is an organization of 2,100 HEIs
whose mission is to promote and support the economic viability of HEIs in fulfillment of
their missions.

Archival data were publicly available through such sources as such as the Internal
Revenue Service, audited financial annual reports, the U.S. Department of Education
National Center of Education Statistics and the NACUBO and Commonfund Institute
(NACUBO). No special permissions were needed to access this data.

These sources were the best sources for this data because information filed on tax
returns are certified to be true by the filer, who is the SNPHEI. In audited financial
information, the auditor certifies information to be accurate. Data from the U.S.
Department of Education National Center of Education Statistics and the NACUBO and
Commonfund Institute (NACUBO) are also reliable because the data undergo several
levels of vetting before it is published.

Archival data were compiled into an Excel spreadsheet for further analysis and
further analyzed using SPSS.

Instrumentation and Operationalization of Constructs
Instrumentation

The data collection instrument used in this study was the OCAI (Cameron &
Quinn, 2011, pp. 27-33). A copy of the OCAI is in Appendix B of this study. Cameron
and Quinn developed the OCAI in 2006 as a psychometric tool to study organizational

cultures (Suderman, 2012) using four conceptual quadrants: (a) adhocracy, (b) clan, (c)
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hierarchy, or (d) market. In this study I adopted the OCAI as a whole and used the

questions that make up the OCAI instrument.

I selected the OCAI because it directly operationalizes the CVF theory, which
formed the basis for the theoretical framework of this study. Other reasons I selected the
OCALI were because of its wide use and high credibility. The OCAI is widely used among
researchers in the field of OC (Fralinger & Olson, 2007), and has gained high credibility
within the OC scholarly and practice communities (Berrio, 2003; Suderman, 2012; Yu &
Wu, 2009). Furthermore, researchers have used the OCAI instrument extensively to
assess OC. The OCALI is also credible because two leading scholars in the OC field,
Cameron and Quinn (2011) developed the OCAI. Cameron and Quinn (2011) were also
the authors of the CVF theory.

Ease of use for the respondents was another factor that I considered in the choice
of an instrument. The OCALI can be self-administered and it is web-based. Both factors
make the OCALI easy to implement for practical research purposes. Over the last few
years web based self-administered surveys have become increasingly utilized by scholars
and researchers (Burnett, 2016). Furthermore, Burnett conducted a study that showed that
online respondents were more likely to give correct answers than traditional pen and
paper respondents.

Permission to use OCAI. The permission to use the OCAI was secured from
Cameron and Quinn. I adapted the OCAI instrument questions to a Survey Monkey web
platform. Additionally, I ensured that access to the OCAI on Survey Monkey was

encrypted and secure.
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Instrumentation Reliability and Validity

Reliability is a measure of the consistency of results over time and the
replicability of results using similar research methods (Letherby & Williams, 2013).
Reliability also measures how well the sample results reflect the characteristics of the
population. In light of this definition, using the survey method presents some reliability
issues a researcher must consider.

Firstly, the research participants may respond differently to the same survey
administered at different times. To address this issue, Golafshani (2003) suggested that
research participants taking a survey for the second time may have been sensitized to the
issue, and thus their second responses could be informed by their new sensitivity or
awareness of the issue. However, the likelihood of a respondent in this study having
previously taken the OCAI is low because as the literature review showed, there have
been few studies done on OC in SNPHEIs and I found no studies done in the state of
Georgia.

Secondly, survey methods present instrument reliability issues, which reflect the
effectiveness of the survey instrument itself. The OCAI has been widely used in extant
research on similar topics, and it is one of the most frequently used data collection
instruments in OC studies. Thus, the effectiveness of the OCAI has been extensively
tested and it is generally considered a reliable data collection instrument (Fralinger &
Olson, 2007; Suderman, 2012).

Several researchers performed studies for the sole purpose of testing the validity
of the OCALI as a tool to assess organizational culture. Heritage, Pollock, and Roberts

(2014) found that the psychometric properties and validity of the OCAI rendered it a
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viable instrument in measuring organizational culture. They found that the OCAI showed
predictive validity and that the OCAI is a sound instrument in the study of organizational
cultures.

In this study, validity was determined by how well I was able to use my research
to measure the relationship between the OC in SNPHEIs and the SNPHEI’s. Construct
validity, as discussed by Frankfort-Nachmias and Nachmias (2014), assesses how well
the measuring instrument complements the theoretical framework of the study. In my
research study, I selected the OCAI as my data collection instrument. The same theorists
who developed the CVF theory also developed the OCAI One form of content validity
known as face validity looks at how well the survey method is suited to yield empirical
results on the issue under study (Letherby & Williams, 2013).

Face validity was also an important consideration for me in selecting an
instrument. The same reasons cited for construct validity also make the OCAI a face
valid instrument. Face validity is a superficial assessment as to the validity of an
instrument or whether the instrument appears to be valid (Nevo, 1985). The widespread
usage of the OCALI also contributes to the face validity of the OCAI. Over 10,000
companies and 100,000 respondents worldwide have used the OCAI (Suderman, 2012).

In the current research, content validity is relevant to whether the OCAI covers
the concept of OC. Sampling validity, which is the other form of content validity, is of
concern because of the data collection instrument utilized in this study. Sampling validity
is relevant in determining whether the questions on a survey effectively characterized the

concept that the researcher is studying (Frankfort-Nachmias & Nachmias, 2014, p. 150).
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In the context of the current research, this means that sampling validity indicated whether
the questions on the OCAI were applicable to OC in SNPHEIs.
Data Analysis Plan

The four distinct sets of data I collected from the sources and instruments outlined
thus far in this study were compiled into a single data set and analyzed through statistical
analytical techniques. These analytical techniques included the use of Excel tables and
SPSS.

The research questions are essential to the data analysis plan and will be restated
here in the data analysis plan even though I stated them earlier in the study:

Descriptive questions:

RQ1: What are the most predominant OC types existing within SNPHEI with
enrollments under 5,000 students?

RQ2: Which OC occurs with greatest frequency in SNPHEIs reporting operating
losses on most recent Form 9907

RQ3: Which OC occurs most frequently in SNPHEIs reporting operating profits
on their most recent Form 990?

Comparative questions:

RQ4: What is the predominant OC in SNPHEI’s that report a profit on their most
recent Form 990 compared to the predominant OC in SNPHEISs that report a profit on
their most recent Form 990?

The study hypotheses were:

Hi: There is a positive relationship between an SNPHEI’s profitability and the

presence of a market culture, compared to other types of organizational cultures.
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Ho: There is no relationship between the existence of a market culture within an
SNPHEI and its profitability.

The analytical procedures I used in the data analysis of the independent variable
hinged in large part on the nature of the independent variable of my study. The
independent variable I used in this study is a polytomous categorical variable, also
referred to as a nominal variable, because it has more than two or more categories but
there is no intrinsic ordering to the categories. I scored and compiled the data I collected
from the OCALI using the OCAI’s scoring system designed to identify the dominant OC
and rank all the OCs based on the OC’s level of dominance within the SNPHEI. In this
research study, I posited that the market OC would be the OC that is likely to yield
greater profitability. In light of this, I dichotomized the OCALI scores after the initial
ANOVA analysis examining the differences between the categories. I established the
market OC as a binary choice of 0 = for nonmarket OCs and 1 = market OCs.

Additionally, I collected data on the other nondominant OCs that exist in each
SNPHEI and ranked them based on their level of dominance. The OCAI results showed
all OCs and their level of dominance within the SNPHEI. See example of data collection
in Table 1.

Table 1

Data Collection Example

University Dichotomized The four index variables - levels of OC
variable: ranked by level of prevalence in the
0 = Nonmarket, SNPHEI
1 = Market Market Clan Adhocracy  Hierarchy
XYZ University 1 1 4 3 2

ABC College 0 2 1 2 3
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I performed a linear regression to investigate the relationship between the
independent and dependent variables. I used the linear regression analysis because it
aligns well with research studies that seek to assess the extent of a relationship between a
predictor variable, which is the independent variable, and a criterion variable which is the
dependent variable. In this study, the market OC of the SNPHEI was the independent
variable and the profitability of the SNPHEI was the dependent variable. In this study I
controlled for enrollment and endowment size.

I used the following regression equation: y = b1*x + a; where y = SNPHEI
profitability, o = constant, b = regression coefficient and x = organizational culture of
SNPHEI. In order to determine if the organizational culture (IV) had a predictive
relationship towards profitability (DV) I used the F test and the R-squared was reported
and utilized to determine how much variance in the profit of SNPHEI (DV) can be
accounted for by the independent variable of organizational culture.

In this study I used the ¢ fest in the regression to determine the significance of the
predictor and beta coefficients to determine the magnitude and direction of the
relationship. For statistically significant models, for every one unit increase in the
predictor, the dependent variable will increase or decrease by the number of
unstandardized beta coefficients. The assumptions of a linear regression—Ilinearity,
multicollinearity, and homoscedasticity—were evaluated. Linearity assumes a straight-
line relationship between the predictor variables and the criterion variable and
homoscedasticity assumes that scores are normally distributed about the regression line.
Multicollinearity is tested to make sure that two variables are not measuring the same

thing.
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Threats to Validity of the Study

Booth et al (2013) defined validity as “the degree to which a result of a study is
likely to be true and free of bias, i.e. systematic errors” (Booth et al., 2013, p. 272). In
this study, validity was determined by how well I utilized my research to measure the
relationship between the OC in SNPHEIs and the SNPHEI’s profitability is. Construct
validity, as discussed by Frankfort-Nachmias and Nachmias (2014), assesses how well
the measuring instrument complements the theoretical framework of the study.

Validity as a “measure of quality control” has two interconnected aspects:
external validity and internal validity. The concept of external validity is where the
researcher looks at the external question of whether the results remain truthful if
subsequently applied to other analytical contexts, populations or objects different from
the original investigation (Locke, Silverman, & Spirduso, 2012). Internal validity issues
are internal to a study and focuses on whether the research has been designed in such a
way so that it truly investigates what is being examined (Locke et al., 2012). Internal
validity consists of face validity, content validity and construct validity (Rea & Parker,
1992). Carmines and Zeller (1979) defined construct validity as “the degree to which a
research instrument measures what it is supposed to be measuring” (Carmines & Zeller,
1979). In this study, I used the OCALI as the research instrument. I discussed its construct
validity of the OCAI below.

Threats to external validity. Any factors that undermine the generalizability of
research results constitute threats to external validity (Brinberg & McGrath, 1988). The
extant methodology literature identifies a wide range of most common threats to external

validity: numerous selection biases, confounding issues, approximation concerns and
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imprecise modeling, and finally maturation effects (Campbell & Fiske, 1959; Campbell

& Stanley, 1963; Cook & Campbell, 1973). Based on my review of various external
validity threats, I determined that only two factors were significant threats to external
validity to my study.

Although differences may exist between SNPHEIs operating in Georgia
compared to SNPHEISs in the rest of the U.S., my review of the extant literature suggested
that all SNPHEIs experience the same or at least similar financial performance issues and
challenges (Schwarz, 2013). Therefore, the sample selection from a specific geographic
locale (i.e. state of Georgia) should still result in representative sample generalizable to
the entire population of SNPHEISs in the U.S.

Generalizing across various measures for organizational financial performance
was another significant threat to external validity. While there many different ways in
which organizational financial performance (as a research construct) is measurable, in
this study, I relied not on a single measure for each unit of analysis but on a multitude of
reliable measures of financial performance most commonly used in the accounting and
financial management disciplines. These measures are typically contained in annual
financial reports of an SNPHEI, which have to be compliant with the Generally Accepted
Accounting Principles (GAAP).

Threats to internal validity. Internal validity is concerned with the investigative
rigor and the appropriateness of the selected research design (Brinberg & McGrath,
1988). The extant methodology literature identifies eight main threats to internal validity:

maturation, history, testing, instrumentation, statistical techniques used, selection, sample
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depletion, and interaction of threats (Carmines & Zeller, 1979; Reichardt & Gollob,

1989).

Some research scholars define “threats to internal validity” as events occurring in
the research environment that substantially change the conditions of the study, affecting
its outcome (Carmines & Zeller, 1979). In this study I researched SNPHEIs which; as the
literature has shown are slow to make changes in their OC (Hayes, 2014). This slowness
in adopting OC change removes any maturation risk in this study. Similarly, because the
unit of analysis of the current study was an organization, statistical techniques and
specific tests employed during the analyses were appropriate for the selected unit of
analysis (Agresi & Finlay, 2011) and the relationships under investigation (Krzanowski,
2014; Newton & Rudestam, 2013).

I selected the OCAI as the data collection instrument for this study. The OCAI
was developed by the same theorists who developed the CVF theory which makes it more
likely that the survey method is well suited to yield empirical results in this study. One
criteria for assessing of content validity, also known as face validity, is how well the
survey method is suited to yield empirical results on the issue under study (Letherby &
Williams, 2013).

Face validity was also an important consideration for me in selecting an
instrument. The same reasons cited for construct validity also make the OCALI a face
valid instrument. Face validity is a superficial assessment as to the validity of an
instrument or whether the instrument appears to be valid (Nevo, 1985). The widespread

usage of the OCALI also contributes to the face validity of the OCAI. Ten thousand
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companies and 100,000 respondents worldwide have used the OCAI to assess and
improve their OC (Suderman, 2012).

In the current research, content validity is relevant to whether the OCAI covers
the concept of OC. Sampling validity, which is the other form of content validity, is of
concern given the data collection instrument utilized in this study. Sampling validity is
relevant in determining whether the questions on a survey effectively characterized the
concept under study (Frankfort-Nachmias & Nachmias, 2014, p. 150). In the context of
the current research, this means that sampling validity indicated whether the questions on
the OCAI were applicable to OC in SNPHETIs.

Threats to construct validity. Construct validity is an integral part of internal
validity concerns (Onwuegbuzie & Johnson, 2006). In this study, the main threat to
construct validity was its instrumentation. In this study I utilized the OCALI to identify
and describe dominant OC in a specific organization of the research sample, and then
assigned it to one of the four main instrumentation constructs: adhocracy, clan, hierarchy
or market (Cameron & Quinn, 2011). Researchers using the earlier versions of the OCAI
found several threats to construct validity. Some of these threats included threats such as
inexact definitions of constructs, imprecise boundaries between the utilized OC domains,
and construct confounding (Papoutsakis, 2008). However, in its most current version,
which I used in this study, the authors of the OCAI addressed these threats to construct
validity of the OCAI as a measurement instrument (Jung et al., 2009). In addition to the
authors’ addressing previous deficiencies, the OCAI has been used extensively in

research on OC (Fralinger & Olson, 2007; Suderman, 2012) and researchers are
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continuously assessing its construct validity and the latest analyses support a four
construct structure for both ideal and current OC perspectives (Heritage et al., 2014).
Ethical Procedures

Institutional review board approval is an essential part of completing a Walden
dissertation. Approval from Walden’s Institutional Review Board (IRB) was secured
before conducting the study (Walden IRB approval# is 10-02-17-0313537). [ used the
IRB approval as additional source to vet the ethical impact of the study, and to evaluate
the benefits and risks that I to which I could be subjecting my research participants.
Additionally, IRB approval ensured (a) minimization of risk to research participants (b)
equitable selection of participants and (c) that participants give informed consent. A
significant part of my study included a web-based survey about organizational culture.
Seeking and acquiring, the IRB approval was an important step in minimizing any
confidentiality risks to participants. Additionally, I took steps to minimize confidentiality
issues. One such step was I gained consent from participants on the web survey program,
ensuring confidentiality.

Confidentiality. One critical ethical concern is confidentiality of research
respondents. The complete and unconditional confidentiality of all research participants
was assured for the entire duration of the study, and particularly during the process of
data collection on OC. All data collected from the research participants were thoroughly
and completely depersonalized, and specific identities of research participants cannot in

any way or form be inferred from the final data sets.
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Summary

I began Chapter 3 with a restatement of the purpose of my study and a recap of
the nature of the study. I reiterated my rationale for selecting the quantitative method.
The quantitaive method is well suited to studies that seek to confirm or disconfirm a
narrow hypothesis, as was the case in my study. I then elaborated on the research design.
I described my study as a correlational and an ex post facto design and provided the
rationale for the selection of these two design elements. Aligning a study to a research
design is an important consideration for sound research (Cresswell and Cresswell, 2017).

My data collection plan identified OC type (the IV), and profitability data (DV) as
the two critical data that [ used in my study. OC data was collected using the OCAI
which is an instrument developed by the researchers who posited the CVF. Profitabilikty
data was secondary data collected from the tax returns or annual repoerts of the SNPHEI.

In the data analysis plan I introduced my research questions and research
hypotheses. I used four research questions, with the first three being descriptive questions
and the fourth being a comparative question. My analysis included linear regression to
investigate the relationship between the IV data (OC) and the DV data (Profitability).

I considered both internal and external validity and also the threats to both types
of validity that could impact my study. I was able to establish the construct validity of the
OCALI. This was important because the OCAI was the survey instrument used to collect
the primary data for my study. I took steps to ensure that ethical rights and confidentiality
were preserved for the particpants and IRB approval was secured.

In Chapter 4, I delve into greater depth and specificity regarding the actual data

collection process, data analysis and reporting of the results.



106
Chapter 4: Results and Findings

Introduction

The purpose of this study was to analyze the dominant organizational cultures
(IV) of SNPHEISs located in Georgia in relation to their profitability (DV). In the
theoretical framework, I provided an understanding of OC within the context of the CVF,
which was first posited by Quinn and Rohrbaugh (1981) and further developed by
Cameron (1986), and Cameron and Quinn (2011).

The descriptive research questions for the study were:

RQ1: What are the dominant OC types existing within SNPHEIs with enrollments
under 5,000 students?

RQ2: Which OC occurs with greatest frequency (i.e., dominant) in SNPHEIs
reporting operating losses on their most recent Form 990?

RQ3: Which OC occurs most frequently in SNPHEISs reporting operating profits
on their most recent Form 990?

The comparative research question for the study was:

RQ4: What is the dominant OC in SNPHEIs reporting a profit on their most
recent Form 990 compared to the dominant OC in SNPHEIs reporting a loss on their
most recent Form 9907

The study hypotheses were:

Hi: There is a positive relationship between an SNPHEI’s profitability and the
presence of a market culture, compared to other types of organizational cultures.

Ho: There is no relationship between the existence of a market culture within an

SNPHEI and its profitability.
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In my study, the dominant OC of SNPHEIs was the (IV) and the profitability of

SNPHEIs was the (DV). The null hypothesis posited that no relationship existed between
the market OC and the profitability of an SNPHEI. The alternative hypothesis posited
that SNPHEIs with a dominant market or entrepreneurial OC would tend to have greater
economic sustainability as measured by annual profitability reported on their annual tax
returns. In this study, “annual profitability” was used interchangeably with

29 ¢

“profitability,” “percentage profitability,” “% profits,” and other similar terms.

In Chapter 4 I address the data collection process, including time frame for data
collection, recruitment, response rates, and sampling. I include the results of the data
collection and a statistical report of the findings. I conclude Chapter 4 with a summary
response to the research questions and a transition to Chapter 5.

Data Collection

For this study I collected two distinct sets of data over a 3-month period, between
October 2018 and December 2018. Firstly, I collected data on the OC of SNPHEIs using
an online survey, known as the OCAI. Using the OCAI, I assigned an OC score based on
responses and ranked the OC with the highest score as the dominant OC for that
SNPHEI. Secondly, I collected annual profitability data from archival sources, such as
publicly available tax returns (Form 990), or publicly available annual or financial reports
of the SNPHETIs.

I recruited 23 SNPHETIs for the study. I requested participation to each SNPHEI
by seeking permission from the appropriate SNPHEI representative to allow its faculty

and staff members to complete the OCAI online survey. While the role of this

representative varied from SNPHEI to SNPHEI, it was typically the Dean of Academic
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Affairs, the IRB Officer at the SNPHEI, the Provost’s office, or the President’s Office.

The first step in securing approval was to provide the SNPHEI’s representative with a
secure encrypted link to the survey, which they then forwarded to faculty and staff
members. In other cases, the SNPHEI gave me access and authorization to send the
encrypted link directly to the SNPHEI’s faculty and staff. In both cases, faculty and staff
responses were sent directly to the cloud-based secure platform (SurveyMonkey) which
was only accessible by me. The information provided by the respondents did not include
any personal identifying information.

Of the 23 SNPHEISs invited to participate in the study, 13 SNPHEIs responded
and ten did not respond for a response rate of 56%. In light of the low number of research
participants (23 SNPHEIs), it was important to achieve a high response rate. Response
rates were essential to the generalizability of the findings of this study. According to
Fincham (2008), an acceptable response rate for survey-based studies is a rate
approximating 60%. Hence, the response rate of 56% that I achieved in this study was
considered an acceptable rate to allow for generalizability in the findings of this study
only in relation to the state of Georgia.

Discrepancies in Data Collection

There were several differences between the data collection plan and the actual
data collection process. Firstly, as part of my data collection plan I proposed to collect
data on organizational culture, profitability, enrollment and endowment.

Secondly, in the data collection plan I included the identification of 59 SNPHEIs
in the state of Georgia. However, only 23 SNPHEIs met the selection criteria for the

study. Of the schools that were originally selected, six were no longer in operation when
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the data were collected and 11 of the schools originally identified as private were state-
run institutions. Three other schools had increased their enrollments to over 5,000
enrollees, and, for 16 schools, no financial data were accessible. As some private schools
operated as part of a church or religious organization, under Internal Revenue Code
section 6033, they are exempt from filing Form 990, which reports financial information
(Montague, 2013). The reduction in the number of schools selected was significant
because, if I used the original 59 schools, the data would have included research
participants that did not meet the criteria of this study. This would have resulted in
findings with no generalizability.
Baseline Descriptive and Demographic Characteristics of the Sample

I did not use a sample because the number of research participants (i.e.,
SNPHEIs) was small enough for me to employ a census approach. The key advantage of
this approach was that the results were more accurate compared to a sampling method.
My choice to use a census rather than a sample prevented the risk of a nonrepresentative
sample, which could negatively impact external validity. The baseline descriptive and
demographic characteristics of the SNPHEIs selected for this study were: (a) enrollment
of fewer than 5,000 students, (b) located in state of Georgia, (c¢) privately owned, and (d)
nonprofit organization. The research respondents for the OCAI survey were the faculty
and staff of the selected SNPHEIs. Even though I performed univariate analysis, I did not
use the results of those analyses to select covariates, and I did not include any covariates

in the study.
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Results

In this section, I report on the statistical findings in the context of the research
questions and the hypotheses. I presented these statistical findings by making use of
graphical analysis, probability values and confidence intervals, and other statistical
metrics. As a foundation for the statistical findings, I begin this section with a report on
the descriptive statistics to describe the essential and relevant characteristics of the data. I
reported the descriptive statistics below in Table 2.
Table 2

Descriptive Statistics—Independent Variable—Dominant OC

Frequency Percent Valid Percent Cumulative Percent
Valid
Clan 6 46.2 46.2 46.2
Adhocracy 1 7.7 7.7 53.9
Market 3 23.0 23.0 76.9
Hierarchy 3 23.1 23.1 100.0
Total 13 100.0 100.0

Frequency

Clan Adhocracy Market Hierachy
oc1

Figure 2. Dominant organizational cultures.
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Table 2 and Figure 2 show descriptive statistics indicating that clan OC was the
OC that ranked as most dominant most frequently in the SNPHEISs that responded to the
survey. The results indicated that c/lan OC was dominant in 46.2% of the SNPHEIs that
responded to the OCAI. While the dominant OC was the focus of the hypotheses of this
study, data for the other nondominant OCs (OC2, OC3, and OC4) were presented in the
following Tables, as some of these descriptive statistics were relevant to the relationship
between OC and profitability.

OCl1, OC2, OC3 and OC4 represent levels of dominance with OC1 being the
most dominant, OC2 the second most dominant, OC3 the third most dominant and OC4
being the least dominant. The data collected in the OCAI showed how the four OCs
(Clan, Adhocracy, Market or Hierarchy) ranked in terms of dominance. The table 7 is a
report on each OC and how frequently the OC ranked in each of the dominance levels.

Table 2 shows the results for OC1 which is dominance level 1. This table
indicated that the clan OC ranked most dominant (i.e. OC1) most frequently.

In Tables 3-5 I report on the other 3 OCs which I referred to as the nondominant
OCs. In these Tables 3-5 I report on the dominance levels 2, 3 and 4 as follows: Table 3
shows findings for dominance level 2 which is indicated by OC2, Table 4 shows findings
for dominance level 3 which is indicated by OC3 and Table 4 indicates findings on
dominance level 4 which I labeled as OC4.

Table 3 below shows that for dominance level OC2, the clan OC is most
frequently occurring (8 times for 61.5%) and hierarchy is the least frequently occurring (5

times for 38.5%) as the second most dominant OCs of the 13 SNPHEIs surveyed.
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Table 3

Nondominant Independent Variables: OC2

Frequency Percent Valid Percent  Cumulative Percent
Valid
Clan 8 61.5 61.5 61.5
Hierarchy 5 38.5 38.5 100.0
Total 13 100.0 100.0

Table 4 below shows that for dominance level OC3, the Adhocracy OC is most
frequently occurring (12 times for 92.3%) and hierarchy is the least frequently occurring
(1 time for 7.7%) as the third most dominant OCs of the 13 SNPHEIs surveyed.

Table 4

Nondominant Independent Variables: OC3

Frequency Percent Valid Percent  Cumulative Percent
Valid
Adhocracy 12 923 92.3 92.3
Hierarchy 1 7.7 7.7 100.0
Total 13 100.0 100.0

Table 5 shows that for dominance level OC4, the market OC is most frequently
occurring (10 times for 76.9%) and hierarchy is the least frequently occurring (3 times for
23.1%) as the fourth most dominant OCs of the 13 SNPHEISs surveyed. The fourth most

dominant is the same as saying the least dominant OC.
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Table 5

Nondominant Independent Variables: OC4

Frequency Percent Valid Percent  Cumulative Percent
Valid
Market 10 76.9 76.9 76.9
Hierarchy 3 23.1 23.1 100.0
Total 13 100.0 100.0

The results in Table 5 show that the market OC ranked least dominant most
frequently (10 times or 76.9% of the time) of all the OC’s. This was consistent with the
suggestion of Denneen and Dretler (2012), from their study of 1,700 colleges and
universities, that SNPHEIs may not have an OC that is sufficiently market in nature to
help them survive economic declines. However, the relationship to profitability, as the
results of the following statistical analyses showed, did not reflect a positive relationship
between this absence of market OC and profitability.

Table 6

Statistics on dominance levels

%Profit OCl1 ocC2 0C3 0C4
N Valid 13 13 13 13 13
Mean .62 2.23 2.15 2.15 3.23
Std. Deviation 12.692 1.301 1.519 555 439

The independent variable, percent Profit, showed a standard deviation of 12.692,
which was significantly higher than the mean of .62. This could suggest the presence of

outliers in the data set.
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Figure 3. Box plot of percent profitability for the sample used.

The box plot of profitability indicated that the maximum percentage profitability
of the SNPHEISs in this study was 20% and the lowest percent profitability was a loss of
20% (i.e., negative profitability). There were no outliers in this data set. The median
percentage profitability was approximately two percent, which was represented by the
bold black line in Figure 3.

The box plot also indicated that profitability tends to skew to the left with more
SNPHEIs showing a negative percentage profitability or loss. This indication was
significant because, as indicated earlier, the market OC was least likely to be dominant.
Earlier in this study, (Chapter 3), drawing from research conducted by Denneen and
Dretler (2012), I posited the alternative hypothesis that a positive relationship may exist
between the presence of a dominant market OC and an SNPHEI’s profitability. The
inverse of this hypothesis would suggest that SNPHEIs that do not show a dominant

market OC have a profitability percentage that tends downward towards loss. This could
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also suggest that there was no relationship between the variables, which would confirm
the null hypothesis.

I reported the frequency descriptive statistics in Table 7. These statistics showed
the frequency with which each OC occurred among the 13 SNPHEISs that responded to
the OCAI survey. It also ranked the OCs in terms of which OC ranked as most dominant
most frequently.

Table 7

Frequency Statistics of OC

Frequency count (N) Percentages %
1 2 3 4 1 2 3 4
A: Clan 6 8 - - 46 62 0 0
B: Adhocracy 1 - 12 - 8 0 92 0
C: Market 3 - - 10 23 0 0 77
D: Hierarchy 3 5 1 3 23 38 8 23
Total 13 13 13 13 100 100 100 100

Table 6 shows that, among the 13 SNPHEIs that responded to the OCALI, the clan
OC ranked as dominant (i.e., in the “1” position) most frequently (six times or 46% of the
time). The adhocracy OC ranked as dominant least frequently (one time or 8% of the
time). Additionally, the market OC type ranked as least dominant (i.e., in the fourth
position) most frequently (10 times or 76.9% of the time).
Statistical Assumptions

Several assumptions must be met for estimates to be valid. First, the model must
have linear parameters. Similar to the analysis of variance (ANOVA) model, the ordinary

least squares (OLS) model assumes that the errors are normally and independently



116

distributed with a mean of 0 and a constant variance. Finally, the independent variable
must have minimal measurement error and not be strongly collinear.

In inferential statistics, it is standard practice, prior to conducting an analysis, to
assess assumptions such as (a) independent observations, (b) normality, (c) linearity, and
(d) homogeneity, also referred to as equality of variance (homoscedasticity). The type of
analysis the researcher selects, will determine which of these assumptions the researcher
will test.

Common Assumptions

The assumption of independent observations means that observations in the data
are independent from each other so that the measurements for each sample subject are not
influenced by or related to the measurements of other subjects. In this study, each
response to the OCAI represented a single independent observation; the respondents—the
faculty and staff of each SNPHEI—all completed the survey independently.

The assumption of normality means that the distribution of the test is normally
distributed (or bell-shaped) with 0 mean, with 1 standard deviation and a symmetric bell-
shaped curve. The analyses used in this study— tests, analyses of variance (ANOVA),
and linear regression analyses—trequire that the assumption of normality be met by the
data. For the purposes of the present study, I used the Shapiro-Wilk normality test to test
the assumption of normality of the study’s data.

The assumption of linearity assumes that a linear, or straight-line, relationship
exists between the independent variable(s) and the dependent variable. When this
assumption of linearity does not prove true, predictions may be inaccurate. In instances

when the assumption of linearity is not met, the introduction of another independent



117

variable may explain or correct for the nonlinear pattern or interactions among variables.
For this study, I used the Pearson correlation coefficient and regression analyses to test
the assumption of linearity. Alternatively, I could use the examination of scatter plots to
assess the assumption of linearity.

Linearity assumptions of the regression model. To meet this assumption,
predictors, or independent variables, should have a linear relationship with the dependent
variable. The presence of a linear relationship with the dependent variable was checked
by calculating the Pearson correlation coefficient », which falls between -1 and 1, where a
positive 7 indicates a positive association between the variables and a negative r indicates
a negative association. An absolute value |r| < .2 indicates no relationship; .2 < |r| <
.3 indicates a weak relationship; .3 < |r| < .4 indicates a moderate relationship; and
|r| = .4 indicates a strong relationship. A significant level of correlation indicates a linear
relationship between the independent variable (in this case, OC) and the dependent
variable (in this case, profitability).

In terms of the results of the Pearson correlation, 13 SNPHEIs were surveyed
regarding their dominant OC (M = 2.23; SD = 1.30) and their profitability (M = 0.62; SD
=12.69). The Pearson’s correlation coefficient (» = -.28) evidenced a weak negative
association between the two variables, suggesting that the dominant OC might not be a

significant predictor of profitability. I presented the results in Tables 8 and 9:
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Descriptive Statistics
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Mean Std. Deviation N
% Profit .62 12.692 13
0OCl1 2.23 1.301 13
Table 9
Correlation
% Profit 0OCl1
Pearson Correlation
%% Profit 1.000 =277
OCl1 =277 1.000
Sig. (1-tailed)
%% Profit - 180
0Cl1 .180 -
N
%% Profit 13 13
0Cl1 13 13

These results indicated that the model violated the assumption of linearity.

Linear Regression Results

I used simple linear regression to assess whether the dominant OC of an SNPHEI

predicts profitability of the SNPHEI. Regression analysis results—F(1,11) =091, p =

.18, R*= 0.08—did not provide statistically significant evidence that dominant OC

predicts profitability. Therefore, in this case, I found insufficient evidence to support the

alternative hypothesis that there was a positive association between the dominant OC of a

SNPHEI and its profitability. However, using the evidence, I was able to support the null

hypothesis that there was no relationship between the market OC of a SNPHEI and its
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level of profitability. As shown in Tables 10, 11, and 12, the results indicated that only

8% of the variability in profitability is attributable to organizational culture.

Table 10

Model Summary®

R R Square  Adjusted R Square  Std. Error of the Estimate
1 277° 077 -.007 12.738
Note. a. Dependent Variable: percent Profit. b. Predictors: (Constant), OC1.

Table 11
ANOVA“
Model Sum of Squares df Mean Square F Sig.
1
Regression 148.126 1 148.126 913 .360°
Residual 1784.951 11 162.268
Total 1933.077 12
Note. a. Dependent Variable: percent Profit. b. Predictors: (Constant), OC1.
Table 12
Coefficients*
Model Unstandardized Standardized t Sig. 95.0% Confidence
Coefficients Coefficients Interval for B
B Std. Beta Lower Upper
Error Bound  Bound
1
(Constant) 6.640  7.228 919 378 -9.269 22.549
OCl1 -2.701  2.827 -.277 -955  .360 -8.922 3.521

Note. a. Dependent Variable: percent Profit.

To assess whether the difference between means was statistically significant or
whether the difference is due to sampling error, I addressed the question of equality of
variance. Equality of variance is also referred to as the assumption of homogeneity or
homoscedasticity. According to this assumption, the variances within the different groups

being compared are equal. The assumption of homogeneity of variances is a requirement
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that must be met when comparing means using analysis of variance (ANOVA) or ¢ test
procedures. To verify or test the assumption of the equality of variances, I employed
Levene’s test. In this study, I tested the distribution of the dependent variable
(profitability) using Levene’s test, which utilizes an F test. The null hypothesis that the
groups have equal variances is rejected when the p-value associated with the Levene’s
statistic is less than the specified level of significance.
Independent Sample ¢ test Assumptions

Important assumptions specific to the unpaired ¢ test used in this study were: (a)
the independent observations assumption, and (b) the assumption of normality. First, the
two groups considered in this study—SNPHEIs with a dominant market OC and the
SNPHEIs with a dominant nonmarket OC—met the assumption of independent
observation. I constructed the administering of the OCALI survey to ensure that it met the
assumption of independent observations. I provided the OCAI in a secure private link,
which I forwarded to each faculty and staff member of the SNPHEIs. The respondents
(i.e., faculty and staff) completed the survey and their results were sent anonymously and
directly to my secure Survey Monkey online survey account. The respondents were
instructed in the OCAI to complete the survey independently. Despite these measures
designed to ensure independent responses, there was no guarantee that respondents did
not collude in their responses. However, I did not observe any duplicate responses, which
further suggests that procedures and test met the independence of observations
assumption.

Secondly, I tested the assumption of normality. Before inferentially analyzing the

data to test the study’s null hypothesis, I checked the normality of the dependent variable.
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As addressed in the methodology section, after removing the ten nonresponsive
SNPHEIs, I tested normality of SNPHEI percentage profitability for the remaining 13.
The results were positive, meaning that the variable “percentage profitability” was
distributed normally after the removal of the ten nonresponsive SNPHEIs.

Table 13

Normality Test After the Transformation

Statistic df Sig.

Kolmogorov—Smirnov 202 13 153
% profitability (after removal of cases)

Shapiro-Wilk .891 213 101

% profitability (after removal of cases)

Normal Q-Q Plot of Annual Profitability %%

2ﬁ

Expected Normal

-2

I T [ |
-40 -20 0 20 40 B0

Observed Value

Figure 4. Normal Q-Q plot of annual profitability percent after the removal of missing
values.
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The Shapiro-Wilk test presented in Table 12 and the Q-Q plot in Figure 4 show

that, after removing the ten nonresponsive SNPHEIs, the profitability variable satisfies
the normality assumption. In the rest of the analysis, I included the normally distributed
percentage annual profitability variable.

The results of Levene’s test for equality of variances, as shown in Table 14,
indicated that the variances of the two groups were statistically equal: F'=.162; p =
0.695.

Table 14

Levene’s Test Results

Levene’s Test for Equality of Variances
F Sig.

Annual Profitability %
Equal variances assumed 162 .695

Statistical Findings

One of the critical statistical analyses performed was to determine the mean
difference in profitability between market and nonmarket OC groups. I was able to use
Levene’s results (F = 0.162; p = 0.695) to support the use of the ¢ test with equal
variances assumed, because the difference in variances was not significant. I used an
independent sample 7 test to compare mean profitability percent between the nonmarket
OC (M =0.30; SD = 13.66; N = 10) group and the market OC group (M = 1.67; SD =
11.15; N = 3). The results did not indicate a statistically significant difference in the mean
profitability percent between the two groups at the 5% level of significance, #(11) = -0.16,

p = .878. Although the OC group has a larger mean, the differences between the two
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means were not significant. The smaller sample size of the second group could be as a
result of this lack of significance.

Table 15

Independent Sample t Test

Levene’s Test for Equality of t test for Equality of Means
Variances

F Sig t df  Sig (2- Mean Std. Error  95% Confidence
tailed) Difference Difference Interval of the

Difference

Lower Upper

Profitability %
Equal variances .162 .695 -.157 11 878 -1.367 8.717 -20.552 17.819
assumed
Equal variances -176  4.026  .869 -1.367 7.753 -22.838 20.105

not assumed

Summary

In this section, I addressed the research questions used to guide this study,
alongside the findings presented throughout Chapter 4.

Descriptive questions:

RQ1: What are the most dominant OC types existing within SNPHEI with
enrollments under 5,000 students?

The clan OC ranked most frequently as the dominant OC in six of the 13
SNPHEISs that responded to the OCALI survey. Of these six SNPHEIs with the Clan OC,
two reported operating losses and four reported a profit. These results indicated the
absence of a relationship between the market OC and profitability, evidencing the null
hypothesis. Both the hierarchy OC and the market OC ranked as most dominant in three

of the 13 SNPHEIs.
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RQ2: Which OC occurs with greatest frequency as the dominant OC in SNPHEIs

reporting operating losses on most recent Form 9907

Of the 13 SNPHEIs which responded to the OC survey, five showed operating
losses. Of these five, the OCs that were ranked as dominant most frequently were the
hierarchy OC and the clan OC, both of which scored as dominant two times each. The
market OC was present in one of the five SNPHEISs reporting a loss.

RQ3: Which OC is most frequently ranked as most dominant in SNPHEIs
reporting operating profits on their most recent Form 9907?

Of the 13 SNPHEIs which responded to the OCAI survey, eight showed operating
profits. Of these eight SNPHEIs, the c/an OC ranked most frequently (four times) as
dominant.

Another critical finding from the study regarding the null hypothesis was that, of
the eight SNPHEIs that showed a profit, two (25%) had a market OC, one had a
hierarchy OC, one had an adhocracy OC, and four (50%) SNPHEIs had a clan OC. The
absence of a relationship between the existence of a market culture within an SNPHEI
and that SNPHETI’s profitability is posited by the null hypothesis. The findings indicated
that only one of the 13 SNPHEISs surveyed in the present study (eight percent) reported a
profit. The clan OC was present in six of the 13 SNPHEISs, a rate of 46%. Of the
SNPHEIs showing a profit, four (50%), had the c/an OC. These findings indicated that
there was more of a relationship between the c/an OC and profitability than there was

between the market OC and profitability.
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Comparative questions:

RQ4: What is the dominant OC in SNPHEIs that report a profit on their most
recent Form 990 compared to the dominant OC in SNPHEIs that report a loss on their
most recent Form 990?

Based on the results of the study, eight SNPHEIs showed a profit. Of these eight
profitable SNPHEISs, four (50%) showed clan as the dominant OC. By contrast, the study
showed that among SNPHEISs that reported a loss, the most frequently occurring OCs
were the clan and hierarchy OCs (two times each, at a rate of 40%). I presented these
findings in Table 16.

Table 16

Findings by SNPHEI/School

School Annual Profitability%s OC1 OC2 OC3 0OC4 1=Market

£ Profitability oC
1 68,163,117 6 1 4 2 3 0
2 (192,834) -4 1 4 2 3 0
3 117,690 2 1 4 2 3 0
4 11,756,438 20 2 1 4 3 0
5 26,605,029 20 1 1 2 3 0
6 4,716,565 10 3 1 2 4 1
7 (4,699,790) -11 3 1 2 4 1
8 (4,245,591) -18 1 4 2 3 0
9 970,148 6 3 1 2 4 1
10 890,950 4 4 1 2 3 0
11 276,076 2 1 4 2 3 0
12 (3,123,436) -20 4 1 2 3 0
13 (4,473,393) -9 4 1 2 3 0

Note. Amounts without brackets = profitable SNPHEIs; amounts in brackets = SNPHEIs
with losses.

The OC’s were coded as follows: 1 = clan, 2 = adhocracy, 3 = market, and 4 =
hierarchy. For example, in the first row of Table 15, column “School #” shows the

number “1” in the OC1 column, indicating that the c/an OC (clan = 1) is the dominant



126

OC for School #1. In the next chapter, Chapter 5, I will present a discussion of
prescriptive measures gleaned from the findings of the study and responses to each

research question.
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Chapter 5: Discussion, Conclusions, and Recommendations
Introduction

Purpose

The purpose of this study was to analyze the relationship between the dominant
OC (IV) of SNPHEISs in Georgia and their profitability (DV). I addressed OC in the
context of CVF theory (Quinn & Rohrbaugh, 1981).
Key Findings

The results indicated that the clan OC occurred the most frequently, among 46.2%
of the 13 SNPHEISs surveyed. The market OC ranked most frequently as the least
dominant OC at 76.9% of the 13 SNPHEIs surveyed. In the OCAI results, I ranked the
OCs from most dominant as OC1, to least dominant, as OC4. Among the SNPHEIs that
responded to the survey, I reported the standard deviation and the mean of the dominant
OC as follows: M =2.23 and SD = 1.30. For profitability, M = 0.62 and SD = 12.69. The
Pearson’s correlation coefficient of » = -.28 indicated a weak negative association
between the two variables, suggesting that dominant OC may not provide a sufficient
predictor of profitability. There was no statistical significance between the two variables
of this study as indicated by the P > .05 finding in the data.

Interpretation of Findings

Organizational performance and financial sustainability were measured by annual
profitability as indicated by SNPHEIs on their annual tax returns or financial reports. For
an organization to thrive financially and achieve sustainable profitability, especially in
the face of a challenging economic environment, that organization must be highly

adaptable (Flanagan, 2012; Guerrero & Urbano, 2012). Such adaptability implies
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financial effectiveness. Several researchers have posited a link between OC and financial
effectiveness in organizations. For instance, Cameron and Quinn (2011) suggested that
organizations with market OC are more likely to thrive financially under strenuous
market conditions. Clark (2015) supported Cameron and Quinn’s (2011) position when
they suggested that SNPHEIs could enhance their organizational effectiveness by closely
investigating their OC and its relationship to economic success.

However, I was unable to use the findings of my study to confirm the position of
Cameron and Quinn (2011), whose position regarding a positive relationship between the
market OC and an organization’s financial sutainability reflected a consensus of the
literature I reviewed on this matter.

My inability to confirm the positive relationship between OC and profitability
was supported by the results of my regression analysis. The results of my regression
analysis did not account for the variability within the data to a statistically significant
extent (F(1,11)=10.91; p = 0.18; R*= 0.08). It also did not constitute sufficient evidence
to suggest that dominant OC significantly predicts profitability. Therefore, I was unable
to support the notion that there was a positive association between the dominant OC of an
SNPHEI and profitability. By contrast, I was able to use these results to provide more
support for the null hypothesis: that no positive relationship existed between the market
OC and profitability in SNPHEIs. The results indicated that OC was a contributing factor
to only 8% of the variability in profitability shown in the results.

Instead, the findings of this study indicated no statistically significant relationship
between OC and economic success as measured by profitability. Furthermore, I

calculated a Pearson’s correlation coefficient of » = -.28, which indicated a weak negative
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association between OC and organizational performance as measured by profitability.

Based on this weak association between the two variables, OC (IV) and profitability

(DV), I suggest that dominant OC may not provide a sufficient predictor of profitability.
Theoretical Framework

In this section, I addressed the findings as they relate to the theoretical framework
of this study. I used the CVF as the theoretical foundation for this study. The premise of
the CVF theory is that there is a causal relationship between OC and sustainable
organizational change. Moreover, in an extension of CVF theory, Cameron and Quinn
(2011) found each of the four OC types (Adhocracy, Clan, Hierarchy, and Market) to
have an identifiable and different impact on organizational performance and
organizational change. Furthermore, Cameron and Quinn (2011) posited that
organizations with a market OC were more likely to exhibit higher levels of
organizational performance, even in economically challenging times.

While the CVF framework applies to all organizations, I narrowed its scope for
the present study to only SNPHEIs in Georgia. While the theorist who posited the CVF
theory compared OC to sustainable organizational change, I used the SNPHEIs’
profitability as an indicator of sustainability. I used profitability as the dependent variable
in this study. The independent variable was OC type, which I measured based on which
of the four OC types identified in CVF theory was most dominant.

I tested the null hypothesis of this study: That a relationship does not exist
between the OC of an organization and its organizational sustainability. In contrast to
Cameron and Quinn’s (2011) position, the null hypothesis of this study indicated that no

relationship exists between a market OC and profitability (profitability being a measure
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of organizational sustainability) within an SNPHEI. The theoretical framework was more
in alignment with this study’s alternative hypothesis: That a positive relationship exists
between the market OC and the profitability in an SNPHEIL.

As indicated in Chapter 4, the findings showed more support that the clan OC
rather than the market OC, could have a relationship to profitability in an SNPHEI. The
findings from my study showed that 50% of SNPHEIs that showed a profit, had the clan
OC as their dominant OC. By contrast, only 25% of SNPHEIs that showed a profit had
the market OC as their dominant OC.

If I posited the hypotheses in a broader context of a relationship between OCs and
profitability, rather than the narrower context of market OC and profitability, then the
findings may have showed support for a relationship between OC and profitability by
virtue of the high percentage of Clan OC SNPHEIs that showed a profit. However, this
interpretation is outside the scope of this study.

The null hypothesis of this study indicated that no relationship exists between a
market OC OC (independent variable) in a SNPHEI and its profitability (dependent
variable). I performed statistical tests to assess the validity of this hypothesis. For
example, I used an independent sample ¢ test to compare mean profitability percent
between nonmarket OCs versus market OCs. The results of the independent sample ¢ test
were as follows: The non-market OC group of SNPHEIs (M = 0.30; SD = 13.66; N = 10)
and the market OC group (M = 1.67; SD = 11.15; N = 3). These results did not indicate a
statistically significant difference in the mean profitability percent between SNPHEIs
with a nonmarket OC and those with a market OC at the 5% level of significance, t(11) =

-0.16, p = .878. I could not use these statistical findings to support that a causal
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relationship existed between OC and profitability as was posited in the theoretical
framework. However the statistical findings did show support for the null hypothesis of
this study. Therefore, I was unable to confirm this theoretical framework. However, there
were several limitations to the study, which may have contributed to these findings. I
addressed these limitations in the next section.

Limitations of the Study

In the execution of this study, I observed certain limitations to generalizability.
These limitations stemmed from two issues that came to light after all the data was
collected. These issues were (a) the research participants were drawn only from one state
and (b) the population size and the number of participants responding to the OCAI was
low.

Firstly, my study only included the state of Georgia, which limited my ability to
credibly extrapolate the findings to all SNPHEIs throughout the United States. This
limitation to generalizability was exacerbated by the small number of colleges and
universities that met the criteria for selection in the study and also by the fact that only 13
of the colleges and universities selected responded to the OCAL I used a census approach
in an attempt to test the entire population of colleges and universities in Georgia that met
the criteria of an SNPHEI. The response rate of only 56% was not high enough to
extrapolate findings to SNPHEIs throughout the entire United States.

However, the response rate of 56% were within the range that some scholars
consider high enough to achieve generalizability within a given population. Fincham
(2008), suggested that a rate “approximating 60%.” acceptable enough to allow for

generalizability in the findings of a study.
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Recommendations

Based on the strengths and limitations of this study, as well as the literature
synthesized in Chapter 2, this section included several recommendations. Firstly, I
recommended that other researchers conduct further studies using a sample of all
SNPHEIs throughout the United States, rather than a census limited to a single state. To
eliminate the limitation relating to the aging difference between OCAI results and
financial profitability, future studies should request financial data from the selected
SNPHEISs that is no older than 12 months prior to the date of the OC survey.

Secondly, in terms of methodology, in future studies, researchers could employ a
less restrictive hypothesis that seeks to determine any organizational patterns within
SNPHEIs that make them more susceptible to economic downturns than larger
institutions of higher education.

Implications for Social Change

In the context of the null hypothesis, the results of this study indicate that there is
no relationship between a market OC and the profitability of an SNPHEI. Researchers,
SNPHEI administrators or higher education policymakers can draw several important
implications from this finding. However, I would point out that the small number of
SNPHETIs that responded to the study limited the ability to derive generalizable
implications. One methodological implication is that a researcher could repeat this study
drawing on a much larger and broader based number of SNPHEIS. However, it is

possible to draw several implications that may impact positive social change for

SNPHEIs.
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Firstly, decision makers at SNPHEIs may consider exploring the benefits of a
Clan OC. Of the four OCs tested in this study, the Clan OC showed the highest
correlation to profitability. The sustainable profitability of SNPHEIs is critical to the
survival of the SNPHEI subsector, particularly at a time when SNPHEIs are experiencing
significant adverse economic pressures.

Another implication was that SNPHEIs could explore other measures of
organizational sustainability. I used profitability as a dependent variable in the context of
the theoretical framework, which suggests that a market OC is more conducive to higher
levels of profitability. Conversely, Driscoll et al. (2013) posited other measures of
organizational sustainability: Five core “abilities” a higher education institution should
incorporate in any strategy designed to develop and boost economic and organizational
sustainability. These core abilities are: (a) availability, (b) dependability, (c) capability,
(d) affordability, and (e) marketability (p. 255). Therefore, a SNPHEI could investigate
how its OC may impact any of these five core abilities as a way to measure the impact of
OC on organizational sustainability.

Conclusion

This study was important because SNPHEIs continue to experience financial
vulnerability in the face of adverse economic conditions and rapidly changing norms
within the higher education industry sector. The high rate of closure among SNPHEISs, as
documented by Woodhouse (2015a), if left unchecked, could result in the extinction of,
or at least lead to a diminishing role for SNPHEIs in the United States. As a matter of
public policy, the United States can ill afford to lose the valuable contribution of

SNPHEIs to the national economy and America’s standing on the global stage. Further
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study is needed to build on the findings of this study by looking at other permutations of

the data, such as including larger institutions of higher education in a comparative study
or comparing the impact of OC on all of the five core measures of organizational
sustainability as espoused by Driscoll et al. (2013). Findings from such studies could be
instructive to SNPHEISs in terms of the organizational changes they need to make that will
enhance their financial sustainability, even during difficult economic conditions.

While the findings of this study indicated no statistically significant relationship
between OC and economic sustainability as measured by profitability, this study is
beneficial to future studies of SNPHEIs and their profitability. In the future, researchers
who conduct studies on factors that contribute to the profitability in SNPHEIs would
know from the onset that one variable they can exclude from consideration is the OC of
an SNPHEI, specifically Market OC. This knowledge would save future researchers
considerable time and resources which they could allocate to researching variables other

than OC.
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Appendix A: Organizational Culture Assessment Instrument—Current

1. Dominant Characteristics

A The organization is a very personal place. It is like an extended family. People
seem to share a lot of themselves.

B The organization is a very dynamic entrepreneurial place. People are willing to
stick their necks out and take risks.

C The organization is very results oriented. A major concern is with getting the job
done. People are very competitive and achievement oriented.

D The organization is a very controlled and structured place. Formal procedures

generally govern what people do.

Total

2. Organizational Leadership

A The leadership in the organization is generally considered to exemplify mentoring,
facilitating, or nurturing.

B The leadership in the organization is generally considered to exemplify
entrepreneurship, innovating, or risk taking.

C The leadership in the organization is generally considered to exemplify a no-
nonsense, aggressive, results-oriented focus.

D The leadership in the organization is generally considered to exemplify

coordinating, organizing, or smooth-running efficiency.

Total

3. Management of Employees

A The management style in the organization is characterized by teamwork,
consensus, and participation.

B The management style in the organization is characterized by individual risk-
taking, innovation, freedom, and uniqueness.

C The management style in the organization is characterized by hard- driving
competitiveness, high demands, and achievement.

D The management style in the organization is characterized by security of

employment, conformity, predictability, and stability in relationships.

Total

4. Organization Glue

A The glue that holds the organization together is loyalty and mutual trust.
Commitment to this organization runs high.

B The glue that holds the organization together is commitment to innovation and
development. There is an emphasis on being on the cutting edge.

C The glue that holds the organization together is the emphasis on achievement and
goal accomplishment. Aggressiveness and winning are common themes.

D The glue that holds the organization together is formal rules and policies.

Maintaining a smooth-running organization is important.

Total
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5. Strategic Emphases

A The organization emphasizes human development. High trust, openness, and
participation persist.

B The organization emphasizes acquiring new resources and creating new
challenges. Trying new things and prospecting for opportunities are valued.

C The organization emphasizes competitive actions and achievement. Hitting stretch
targets and winning in the marketplace are dominant.

D The organization emphasizes permanence and stability. Efficiency, control and
smooth operations are important.
Total

6. Criteria of Success

A The organization defines success on the basis of the development of human
resources, teamwork, employee commitment, and concern for people.

B The organization defines success on the basis of having the most unique or newest
products. It is a product leader and innovator.

C The organization defines success on the basis of winning in the marketplace and
outpacing the competition. Competitive market leadership is key.

D The organization defines success on the basis of efficiency. Dependable delivery,
smooth scheduling and low-cost production are critical.
Total

Copyrighted © Cameron (1986)
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Appendix B: Permission to use OCAI

To: wmurray@chromakhloros.org
Subject: FW: Permission to use OCAI
From: Meredith Smith [mailto:meredithbusiness@gmail.com]

Sent: Thursday, August 10, 2017 4:39 PM

Dear Walter,

Thank you for your inquiry regarding the Organizational Culture Assessment Instrument
(OCALI). Kim Cameron copyrighted the OCALI in the 1980s, but because it is published in
the Diagnosing and Changing Organizational Culture book, it is also copyrighted by
Jossey Bass.

The instrument may be used free of charge for research or student purposes, but a
licensing fee is charged when the instrument is used by a company or by consulting firms
to generate revenues. As a graduate student, you may use it free of charge. Please be sure
all surveys include the appropriate copyright information (© Kim Cameron). Professor
Cameron would appreciate it if you would share your results with him when you finish
your study.

We do have a local company (BDS, Behavioral Data Services, 734-663-2990,
Sherry.Slade@b-d-s.com) which can distribute the instrument on-line, tabulate scores,
and produce feedback reports for a fee. These reports include comparison data from
approximately 10,000 organizations--representing many industries and sectors, five

continents, and approximately 100,000 individuals.
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I hope this explanation is helpful. Congratulations on your program, and I wish you well
on your project.

Best wishes,

Meredith Smith

Assistant to Kim Cameron
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