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Mission Statement Rationales and Organizational
Alignment in the Not-Profit Healthcare Sector

Abstract

This article presents the findings from a research study conducted on the use of mission
statements in not;for-proﬁt healthcare organizations. In particular, the study sought to determine if
a relationship exists between the initial “rationales” which led to the creation of a mission statement
and hospital performance. The findings suggest that some of the rationales for developing mission
statements are indeed more important then others. Hospital administrators should, therefore, pay
close attention to the forces driving the development of their organization’s mission statement. The

findings also suggest that mission statement alignment with organizational structures is of key

importance to the mission’s success.
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Mission Statements in the Not-for-Profit Healthcare Sector

Introduction

Inrecent years, mission statements have become recognized in modern management theory
as one of the cornerstones of an organization. The conclusion of most commentaries on mission
statements is that they are an essential factor contributing to an organization’s enduring success. This
has led firms of all types (i.e., large/smail, for-profit/non-profit) to develop mission statements asa
key component of their strategic plans. As a result, mission statements have flourished and are,
today, regarded as the number one tool used by managers worldwide (Bain and Company, 1994).

Not surprisingly, a considerable number of writings exist which suggest how managers should
develop and implement their organization’s mission statement. Unfortunately, there are a large
number of inconsistencies in these recommendations and few are backed by any empirical evidence.
The fact that there is no reliable and recognized base of research on mission statements is somewhat
amazing because the virtues of having a well-articulated mission statement are extolled in almost
every current management textbook. This lack of guidance has meant, in turn, that the task of
formulating an appropriate mission statement can be extremely difficult - not to mention downright
frustrating.

As a first step in developing a mission statement, the most basic question every manager must
answer is: “Why am I doing this?” or “Why do I want to have a mission statement?” While the
literature suggests several answers to this question, there has been almost no research to back these
answers up. Also, none of the existing mission research has focused, even partially, on organizations

in the not-for-profit healthcare sector. The primary purpose of the research presented in this paper,
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therefore, was to begin the process of exploring how mission statements are developed and used in
health care organizations as well as the role they play in organizational success. In this regard, our
first objective was to find out the reasons (or “dﬁvers”) leading to the formulation of hospital mission
statements in the first place and, then, to determine which ones appear to be leading to the most
effective outcomes.

A second objective of this research was to determine the extént to which managers have
aligned their hospital’s organizational structure with their mission statement. This is because a mission
statement which is not in sync with an organization’s formal structure is often regarded as being of
little value. (Bart and Baetz, 1997, Bart 1986 and 1988; Byars, 1984; Thompson and Strickland,
1996; Galbraith and Kazanjian, 1986) In fact, a long history of research has found that the choice of
organizational arrangements makes a difference in the achievement of an organizations’s stratégy.
(Lawrence and Lorsch, 1967; Rumelt, 1974) This research therefore sought to determine which

aspects of a hospitals’ formal structure were most important in keeping attuned to its mission

statement.

Theoretical Background

Definition. A mission statement is a written, formal document which attempts to capture an
organization’s unique and enduring purpose and practices. (Bart 1996a; Bart 1996b; Bart 1997a;
Byers, 1984 and 1987; Campbell, 1989 and 1993; Campbell & Yeung, 1991; Daft & Fitzgerald, 1992;
David, 1993; David, 1989; Germaine and Cooper, 1990; Higgens & Fincze, 1989; Hunger &

Wheeler, 1993; Ireland & Hitt, 1992; Johnson, Scholes & Sexty, 1989; Klemm, Sanderson &
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Luffman, 1991; McGinnis, 1981; Medley, 1992; Rue & Holland, 1988; Thompson and Strickland,
1996) In doing so it sﬁould answer some really fundamental questions such as “Why does this
organization exist?”, and “What does this organization want to achieve?’” A mission statement should
find itself central to every firm’s strategy. Unlike objectives and other strategic statements, mission
statements should be: enduring, (i.e., they should not have a time frame); passionate (i.e., they should

be emotionally charged); and lacking specific quantitative measurements (i.e., financial goals).

Mission Statement Rationales. Traditionally, the major rationales associated with mission

statements have been cited as:

a. Providing a more focused basis for allocating resources (Ireland and Hitt, 1992; King and
Cleland, 1979; Gibson et al., 1990);

b. Motivating and inspiring members throughout the organization to achieve a common goal
or purpose (Campbell, 1989 and 1993; Collins and Porras, 1991; Daniel, 1992; Germain &
Cooper, 1990; Javidan, 1991; Ireland and Hitt, 1992; Klemm et al., 1991; King and Cleland,
1979; El-Namaki, 1992; Wilson, 1992); and

C. Creating a balance between the competing interest of stakeholders (i.e., customers, society,
shareholders and employees) (Klemm et al., 1991).

More recently the literature has suggested further reasons for developing a mission statement. These

include:

¢ Refocusing an organization during a crisis (Campbell and Yeung, 1991);

¢ Creating behavior standards (Campbell ellnd Yeung, 1991; Bart 1996a and 1996b);

¢ Providing a common purpose or direction (Campbell, 1991; Klemm et al., 1991; Ireland and
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Hitt, 1991);;

¢ Defining the scope of the business (Campbell, 1991; Klemm et al., 1991; Ireland and Hitt,

1991);
¢ Allowing the CEO to assert control over the organization (Klemm et al., 1991); and
¢ Developing shared values or culture within the organization (Campbell, 1991; Pearce and

David, 1987; Ireland and Hitt, 1991);.

Whatever the rationale, the overarching‘purpose for developing a mission statement is to improve
overall firm performance.

There exists very little empirical research, however, which suggests what the best purpose or
rationale for developing a mission statement should be. The focus of past mission statement research
studies has been primarily on analyzing the content and characteristics of mission statements. These
studies (David, 1989; Want, 1986; Campbell and Yeung, 1991; Gibson, Newton & Cochrane, 1990)
have simply looked at the frequency with which various components have appeared in a sample of
mission statements. (e.g., values, purpose, goals, behavior standards, etc.) But, this research made
no explicit attempt to link mission statement characteristics to firm performance. And it did not
generally examine or probe for the purposes behind the development of the mission statements.

Only recently has there been some research conducted which explicitly explores the rationales
for developing a mission statement. Bart (1996b), for instance, conducted a study of mission
statements in seventy-five large advanced technology firms, and he examined the impact of ten
potential “mission statement drivers” (or rationales) on selected measures of firm performance. He
found few and mostly inconsistent relationships between the mission statement rationales and his

measures of financial performance. However, Bart’s research found a fairly strong and consistent
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relationship between eight of the rationales and the degree of influence which the mission statement
had on employee behavior. Mission statements developed for these eight drivers were therefore more
likely to have an influence on employee behavior than ones which were not. These performance
enhancing drivers were: to provide a sense of purpose; to give CEQ’s greater control; to define
behavior standards; to enable employees to identify with their organization; to give greater
recognition to tﬁe interests of external stakeholders; to inspire/motivate employees; to refocus the
organization during a crisis; and to ifnprove the resource allocation process. “Defining the
organization’s scope of business” and “developing the organization’s culture” were the only two
drivers whose use did not seem to influence employees.

In another study, Bart (1997a) examined the use and impact of the ten mission statement
rationales in industrial firms. Again, he found that managers appeared to use seven (out of 10) drivers
more often when developing their organization’s mission statement. (i.e., used by more then 50%
" of the firms). But, these hi-influence drivers weredifferent from his study of hi-tech organizations.
These hi-use industrial firmdrivers were: providing a common purpose; defining the business scope;
setting behavior standards; helping employees identify with their firms; creating shared values;
emphasizing the interest of external stakeholders; and inspiring/motivating employees. The low-use
drivers were: allowing the CEO to assert control; refocusing the organization in crisis, and improving
resource allocation.

In examining the impact of these drivers on firm performance, however, Bart found results
which were similar to his study of high-tech firms. 1i.e., The missions drivers’ (significant and
positive) relationship with performance existed only when measuring “influence on employee

behavior” and not for any of the financial measures. The performance enhancing drivers were:
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providing a common purpose; allowing the CEO to exert control; including the interests of external
stakeholders; inspiring/motivating employees; refocusing the organization during a crisis; and
improving resource allocation.

In yet another study, Bart (1997b) compared the frequency with which ten mission statement
drivers were used in innovative and non-innovative firms . (He did not investigate their relationship
with performancé.) Bart found that certain rationales were more prevalent in innovative firms than
in non-innovative ones. The dominant drivers distinguishing innovative firms were to: establish a
common purpose; create shared values; ensure the interests of external stakeholders are not ignored;
and to inspire/motivate employees.

Thus, while it appears that there are some core rationales which appear to apply to almost any
organization, some also are firm-type specific. To date, no such study has been conducted with
respect to not-for-profit healthcare organizations. In fact, Gibson, Newton, and Cochrane (1990) are
the only researchers who have investigated the nature of mission statements in hospitals to any extent.
Their research, however, was limited to simple frequency analyses and they did not examine why
hospital managers had developed their organization’s mission statements. Given that some mission
statement rationales appear to vary with respect to industry, it would therefore be useful to know

which ones appear to have greater impact (if any at all) in the case of healthcare organizations

Mission statement alisnment with structural components. The current literature claims

that in order for any strategy to be successfully implemented, management systems and processes
must be consistent with and reinforce the strategy itself. (Bart, 1986; Byars, 1984; Thompson and

Strickland, 1996; Galbraith and Kazanjian, 1986; Hamermesh, 1982) This suggests that for a mission
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statement to be effective, it must be aligned with a firm’s key organizational structures; that there
should be a “fit” between the mission and a firm’s major systems and processes. (i.e., job design,
strategic planning system, operating planning system, budgeting system, performance evaluation
criteria, leadership styles, etc.) In a study of the mission/structure alignment relationship in 88 North
American corporations, Bart (1997c) verified this conjecture. Bart found a strong correlation
between virtualfy every aspect of the firms’ organizational structure and its achievement of the
mission. Surprisingly, very few managers' of the firms in his study had totally aligned their business’
organizational components with their mission statement. No studies, however, have attempted to
examine the impact of mission/structure alignment on hospital performance. As a result, there is
currently no guidance for managers in determining the key structural components which they must
align with their hospital’s mission statement to enhance performance.

Mission Statements in Not-for-profit Hospitals. Mission statements are particularly
important in the not-for-profit healthcare sector. In a for-profit business, there is an underlying
purpose “to make money.” This is not the case for non profits however. According to Drucker
(1989), “Not-for-profit organizations need management because they do not have a bottom line.”
Thus, a mission statement should help to keep not-for-profit organizations, such as hospitals, focused
and, in so doing, act as a “surrogate bottom line.”

There is currently, an especially great need for a not-for-profit hospital to develop and
implement a mission statement. The tightened budgets, the new mandates, and the changing
regulations that have accompanied the shift toward managed healthcare has made mission statements
a particularly important tool in the not-for-profit health care sector. A well-articulated mission

statement can help make hospitals more efficient and thus, enable it to survive these changes.
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None of the previous research has examined the impact of mission statement rationales in the
context of not-for-profit businesses - let alone hospitals. Nevertheless, it is expected that mission
statements (and the processes by which they are formulated) should be substantially different in the
not-for-profit sector. This is because mission statements appear to serve a different set of purposes
in not-for-profits as opposed to other types of organizations. The different and changing regulations

under which hospitals operate also imply that the rationale(s) for developing a mission should differ.

Research Questions

The heightened importance of mission statements in the not-for-profit healthcare sector
(combined with the lack of guidance available to managers on how to develop and implement them)
led us to develop this research project. With all the writings encouraging the development and use
of missions, healthcare managers should have as much direction as possible in formulating their
organization’s mission statement. The specific questions addressed by this research were as follows:
¢ What are the primary “drivers” or “rationales” for developing a mission statement in the not-

for-profit healthcare sector?
¢ To what extent have healthcare organizations been successful in achieving the rationales

which guided the development of their mission statements?
¢ What impact do different mission statement rationales have on hospital performance, if any?

i.e., are there right and wrong reasons for developing a mission statement?
¢ To what extent do managers in the not-for-profit healthcare sector align their organization’s

formal structure, systems and processes with their mission?
¢ Does the degree of alignment between an organization’s mission statement and its formal
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structure have any impact on performance?

¢ Are there specific structural components whose alignment with an organization’s mission

statement is more important than others?

Research Method

Sample Selection and Size

A questionnaire was mailed out to the top manager (i.e., CEO/President/Executive
Director/Administrator) of 849 these hospitals which listed in the “Guide to Canadian Healthcare
Facilities 1995-1996" and which were identified as having a minimum budget of two million dollars.
One hundred and three completed questionnaires were returned representing a response rate of 12.1
percent. At first glance, this response level may appear to be low, but it is important to note that the
sample surveyed actually represented the entire population of hospitals. Of the responses received,
60.2 percent were the “top manager” within the hospital and the remainder were all senior level
executives.

Unfortunately, the sampling method restricts the claims which can be made about the
representativeness of the findings as they apply to hospitals of all sizes. The respondents, however,
were all medium to large, not-for-profit, healthcare institutions and it is therefore expected that the
results would be applicable to similarly sized not-for-profit healthcare institutions across North

America. Table 1 presents some key operating statistics for the hospitals in this study.
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Operationalizing Mission Statement Rationales

The mission statement “drivers” were operationalized through a literature review. In a

literature survey conducted by Bart (1996b & 1997a), a list of ten rationales was identified which

others had indicated or inferred as potentially being a significant reason for developing a mission

statement. We reformulated these rationales into our own questionnaire. The mission statement

rationales included were:

¢

to provide a common direction/unity of purpose transcending individual and departmental
needs (Drucker, 1973; King and Cleland, 1979; Want, 1986, Campbell and Yeung, 1991;
Klemm et al., 1991; Ireland and Hitt, 1992);

to define the organization’s scope of business operations / activities (Drucker, 1973; Campbell
and Yeung, 1991; Klemm et al., 1991; Ireland and Hitt, 1991);

to enable top managers (especially the CEO) to assert authority over the firm’s activities
(Klemm et al., 1991);

to create standards of behavior for the organization’s members (Want, 1986; Campbell and
Yeung, 1991; Bart, 1996a and 1996b);

to enable employees to identify with the organization’s purpose / direction and to encourage
those who do not to leave (King and Cleland, 1979);

to promote a sense of shared expectations among all levels of employees, thereby building a
strong corporate culture (i.e., shared values) (Want, 1986; Pearce and David, 1987);
Campbell and Yeung, 1991; Ireland and Hitt, 1992);

to ensure that the interests of key external stakeholders (e.g., government, customers,

suppliers) are not ignored (Klemm et al., 1991);,
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¢ to motivate/inspire organization members (Campbell, 1989 and 1993; Collins and Porras,
1991; Daniel, 1992; German and Cooper, 1990, Javidan, 1991; Ireland and Hitt, 1992;
Klemm et al., 1991; King and Cleland, 1979; El-Namaki, 1992; Wilson, 1992);

¢ to refocus the organization during a crisis (Campbell and Yeung, 1991); and

¢ to provide a basis for allocating resources (Ireland and Hitt, 1992; King and Clelland, 1979).

Operationalizing Organizafional Components

The strategy and business policy literature have long argued the need for effective
organizational arrangements to implement corporate strategies. (Hamermesh, 1982; Lawrence and
Lorsch, 1967, Rumelt, 1974) This research, however, is the first study which has specifically
attempted to assess the impact of aligning an organization’s systems and processes with its mission.
Fourteen components which the literature has defined as being important systems and processes to
align with an organization’s strategy (Hamermesh, 1982; Mintzberg, 1979, Galbraith and Kanz;anjian,
1986; Thompson and Strickland, 1996) were included in this study. These were:
¢ organizational structure / design
¢ job descriptions/job design
¢ strategic planning system
¢ operating planning system

¢ budgeting system

¢ performance evaluation criteria
¢ types of rewards
¢ recruitment system
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¢ promotion system
¢ training / organizational development

¢ leadership styles

¢ general business objectives and targets
¢ management information systems
¢ choice of technology

Data Collection

Using our operational definitions of potential mission statement rationales and organizational
dimensions a questionnaire was developed (and pretested). This questionnaire was designed to
measure: (a) the degree to which a hospital’s mission statement was developed for and achieving
each of the ten rationales; and (b) the extent to which managers were pleased/satisfied their current
organizational arrangements (i.e., the fourteen structural components) and the degree of alignment
between these components and the hospital’s mission statement. (Note: although it is recognized that
the actual reasons why a firm has developed its mission statement may vary significantly from the
managers’ perceptions, exploring such differences has been left for a future study.)

In order to measure mission statement rationales, hospital administrators were asked to
indicate the degree to which their organization’s current mission statement was developed for each
of the ten purposes identified above. (1= not at all; 5 = to the greatest possible extent) Hospital
administrators were also asked to indicate the extent to which each of the fourteen structural
components listed earlier was aligned with their organization’s current mission statement. (1=not at

all; 5 =to the greatest possible extent)

Page -14-



Note that all of these questions have been asked in some recent mission statement studies.
(Bart, 1996b, 1997a, 1997b, & 1997¢c) However, none of these questions has been asked previously
of managers in the not-for-profit healthcare éector. The results obtained should, therefore, be

considered somewhat exploratory in nature.

Outcome Measures

Five outcome measures were used to assess the impact of the mission statement rationales and
alignment with performance. These were: (1) managers’ satisfaction with the current mission
statement (Bart, 1997b; Bart and Baetz, 1997); (2) the degree to which the mission statement
influences the behavior of the respondent (Bart, 1997); (3) the extent to which the mission statement
appears to influence the behavior of members throughout the organization (Bart, 1997; Bart, 1996b;
Bart, 1996c, Bart and Baetz, 1997); (4) the degree to which hospital members are committed to the
mission statement (Bart, 1997); and (5) manager’s satisfaction with the hospital’s overall financial
performance. Hospital administrators were asked to rate each of these performance measures on a
10-point scale. (0 = not at all, 9 = to the greatest possible extent).

It should be pointed out that the measure “satisfaction with overall financial performance” is
new to this study. It was added in order to measure “bottom line” financial performance. It would
have been preferable to use some independently collected measures of financial performance, such
as profitability or sales. But, such traditional indicators are not considered appropriate measures of
performance for not-for-profit organizations in general and hospitals in particular (Hay, 1990;
Ziebell, 1991; Herman, 1994). This is because it is extremely difficult to reliably compare the
financial performance of not-for-profit organizations. Since the purpose of these organizations is not
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to generate profit, it would be inappropriate to rate performance based solely on profitability. A
hospital’s reported satisfaction with financial performance is, therefore, regarded as a reliable measure

of financial performance since managers are the ones who have the best familiarity with their

organization’s relative financial standing.

Data Analy—sis

The frequency with which hospital managers used each rationale in developing their
organization’s mission statement was tabulated. A frequency analysis was also used to determine the
extent to which managers believed their organization’s mission statement was aligned with their firm’s
formal structure. A chi-square statistic was calculated in each instance to determine the prqbability
with which the observed frequencies could have occurred by chance. Bivariate correlational analysis
was then performed to determine the impact of choosing a particular rationale on each of the five
outcome measures. Bivariate correlations were also used to investigate if aligning an organization’s

formal structure with its mission statement had a relationship with hospital performance.
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The Findings

Use of Mission Statement Rationales

Table 2 shows the extent to which hospital managers used each of the ten rationales or drivers
when creating their organization’s mission statements. The combined “high” and “primary” driver

frequency scores were at least 50 percent for seven of the ten rationales. These high-use mission

drivers were:

¢ providing a common purpose,

¢ defining the scope of the hospital’s activities;

¢ setting behavior standards;

¢ enabling employees to identify with the hospital,
¢ promoting shared values;

¢ addressing needs of external stakeholders; and
¢ motivating hospital employees.

Of these drivers, there were three which appeared to dominate, i.e., providing a common purpose,
defining the scope of the hospital’s activities, and promoting shared values. Their “primary driver”
frequency scores were at least S0 percent. However, three of the mission statement rationales were
also observed to be used considerably less. They were: enabling the CEO to assert control,
refocusing the organization during a crisis and providing a basis for resource allocation

The chi-square statistics revealed that the frequencies tabulated were not likely to have
occurred by chance. “Refocusing the organization in crisis” and “providing a basis for allocating

resources were the only mission rationales whose distribution was not skewed to a significant extent.
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As a sidebar to the main analysis, managers were asked to rate (using a 10 point scale) the
degree to which they felt their hospital was actually achieving the various mission statement rationales
(which they had previously identified). For the most part, hospital managers believed they were
successful in achieving the mission statement rationales - whatever their selection. Additional
correlational analysis between the extent to which a rationale was used and its actual achievement also

produced vary high results (i.e., all correlations were above .69 and all were significant at the p<.001

level)

Mission Statement Rationales and Hospital Performance

Table 3 shows the relationship between the various mission rationales and our outcome
measures for hospital performance. Five of the rationales were significantly and positively correlated

with all five of the performance measures. These rationales were:

¢ to provide a common direction;

¢ to promote shared values;

¢ to include the interest of key external stakeholders;
¢ to motivate/inspire hospital members; and

¢ to guide resource allocation.

“Enabling the CEO to assert control” and “refocusing during a crisis” were two rationales which did

not correlate with the outcome measures to any great extent.
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Mission Statement Alignment with Structural Components

The frequencies in Table 4 show the extent to which hospital managers believed their
hospital’s formal structure to be aligned with their mission statement. The majority indicated that
their mission statements were either “moderately” or “highly” attuned to their organization’s
structural components. There were only a few exceptions to this. The organizational components
“strategic planning system” and “general business objectives and targets” received the two highest
rankings under “high” and “total” mission alignment. “Promotion system” received the two highest
rankings under “low” and “moderate” alignment. And “types of rewards” received the two highest
rankings under “none” and “low” alignment. It is also noteworthy that very few managers perceived
their mission statements to be “totally aligned” in all instances with their hospital’s formal
organizational arrangements. Interestingly, a separate correlational analysis between the “managers’
satisfaction with each organizational component” and “the degree of hospital mission/organization
alignment” was also observed to be extremely high (i.e., above .53 and significant at the p<.001 level)

In a different analysis, Table 5 shows the correlation between mission/organization alignment
and our various hospital performance indicators. In virtually all instances, there was a significantly
positive correlation between the alignment measures and the 5 performance outcome measures. The
only exceptions were for the components “management information systems” and “choice of
technology.” These two mission/organization components did not correlate with the outcome

measure of “manager’s satisfaction with the mission statement”, but they did still correlate with the

four other performance indicators.
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Discussion and Conclusions

Mission Statements Rationales in the
Not-for-profit Health Care Sector

The results in Table 2 suggest that hospital managers do indeed have distinct preferences in
terms of the rationales they adopt when developing their organization’s mission statement. The most
frequently stated rationales for mission statements are: “to provide a common direction / purpose”,
“to define the scope of business”, and “to promote shared values”. The finding that “providing a basis
for allocating resources” was not frequently used as driver was surprising since this is traditionally
cited as one of the most important reasons for having a mission statement.

It was particularly fascinating to find that these results were very similar to Bart’s (1997a)
study of the rationales used for developing mission statements in industrial firms. “Providing
purpose”, “defining business scope” and “promoting shared values” were each among the primary
mission rationales used by managers in these for-profit firms. One interesting difference between the
two studies, however, is that managers in the not-for-profit health care sector have a greater
consensus on what the top mission drivers should be. For example, the scores for “primary mission
drivers” as rated by the managers of industrial firms in Bart’s earlier study were only 36.6 percent,
31.0 percent, and 31 percent respectively as compared to 61 percent, 54.5 percent and 52.5 percent
as rated by hospital managers. Another similarity is that the mission statement driver of “resource
allocation” was also used by the industrial firms to a much lesser extent. This comparison suggests
then, that managers of organization’s in different industries are developing mission statements for

many of the same reasons. But, it also shows that there may be some rationales which vary for
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different industries.

While we observed a high correlation between the “initial motivation behind the creation of
the mission” and the achievement of this purpose (Table 2), very few managers believed they were
fully achieving any of the mission statement drivers. Part of the reason for this may be timing; it
simply takes time to realize the full benefits which formed the primary impetus in its formulation.
Another potentiél reason for this, however, could be the lack of alignment between the mission
statement and a firm’s formal structure. To the extent that organizational arrangements were not set-
up to re-enforce the mission, its accomplishment would be “challenging.” (The impact of mission
statement alignment with a firm’s formal structure is discussed later in this paper.) Of course, still
other potential reasons for the lack of mission achievement could be related to the mission statement’s
development process, content or implementation. An investigation and discussion of the importance

ofthese latter concepts was beyond the scope of the current project and is left for future research.

Mission Statements Rationales & Performance

The results in Table 3 demonstrate that the more certain rationales are adopted as a basis for
mission creation, they more they are associated with higher performance. Five of the mission
statement drivers appeared to be particularly important because they varied with all five of our
outcome measures. The finding that “providing a common direction /purpose” was a primary driver
and impacted performance, however, was not that surprising. Though defining purpose in any
business is important, it is vital in a not-for-profit business. Unlike a for-profit business, making
money is not an underlying purpose of a nonprofit. Without a stated purpose, it has no reason to
exist. Hospital manager’s should, therefore, continue to use this as primary driver when formulating
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their organization’s mission statement.

It was especially fascinating to find, however, that hospital manager’s rarely (16.8 percent)
used the driver “to provide a basis for allocating resources.” (See Table 2) It was even somewhat
alarming because this rational is commonly cited as one of the most fundamental drivers for having
a mission statement in the first place. Indeed, we found, that using this driver was strongly associated
with superior performance (Table 3). How a firm allocates its resources (i.e., time and money) is one
of the most discernable expressions ofits étrategy. To the extent that administrators don’t understand
this may explain why so many hospitals have difficulties implementing their mission (strategy).

Moreover, despite the strong relationship that some drivers had with performance, only two
of them (i.e., “to provide a common direction / purpose” and “to promote share values”) were also
“primary rationales” for developing a mission statement. What this suggests is that managers fnay
not be taking full advantage of the power that certain rationales have when developing their hospital’s
mission. Not all of the mission statement drivers were observed to have the same relationship with
the performance measures. Some mission statement drivers are more important than others. Clearly,
then, the more that hospital managers emphasize the importance of developing missions to “recognize
external stakeholders”, “inspire employees”, and “allocate resources”, the greater the pay-off - at

least, in terms of our selected performance measures.

Mission Statement Alignment with Formal Structure

The frequencies in Table 4 demonstrate that managers align some of their organizational
components more with their mission statement than others. They are discriminant in their choices.
While it was interesting to observe which organizational components appeared to be highly aligned,
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it was even more fascinating to discover the ones which were being ignored or underplayed.
Specifically, the organizational components of “types of rewards” and “promotion system” were
found to be less directly tied to mission statements than most of the others. The mean score for the
degree of alignment between these components and the mission statement was among the lowest in
Table 4. This is intriguing since the reward system is often regarded as one of the most powerful
tools for capturiﬁg the interest and attention of employees - as well as focusing their efforts.

It was also interesting to examine the organization components which appeared to have the
highest degree of mission alignment. These components were “strategic planning system”, and
“general business objectives and targets.” They are not that surprising since the “strategic planning
system” is responsible for the development of the mission statement and“general business objectives
and targets” typically follow the mission statement.

The results in Table 4, however, also demonstrate the importance of aligning a hospitals’
organizational structure with its mission statement. In every case, there was a strong correlation
between “organizational alignment with the hospital’s mission statement” and “satisfaction with the
organizational component.” Thus, it appears that the greater the degree of alignment between an
organizational component and the mission statement, the more likely hospital managers will be
satisfied with and approve of the organizational arrangements. Those managers who were found to
have a low degree of mission-organization alignment (particularly on some specific organizational
components) would do well to reconsider their current situation.

The results in Table 5, on the other hand, provide overwhelming support for the importance
of aligning virtually every organizational dimension with a hospital’s mission. In almost every case,

a hospital’s whose organizational arrangements had been aligned with its mission statement was
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observed to have a powerfully positive association with all of the outcome measures. Most
importantly, in every case, the greater the mission/organizational alignment, the higher the satisfaction
with financial performance. No component stood out as being more or less important than the others
in terms of its relationship with performance. However, as indicated above, managers currently
appear to have a distinct preference for emphasizing the alignment between their hospital’s mission
and certain strucfural components more than others. (See Table 4) These results suggest, though,
that managers should not discriminate (as they appear to do) but rather they should take care to

ensure there is a high degree of consistency and fit between their organization’s mission statement

and all its structural dimensions.

Some Final Thoughts

Mission statements are frequently used by managers in the not-for-profit health care sector.
There is, however, very little guidance which suggests the correct reasons as to why hospital
administrators should use them at all. This research study was developed to discover why hospital
managers were currently using mission statements and also to determine if some of these reasons
mattered more than others. Th project also sought to explore the importance of aligning a hospital’s
organizational structure with its mission statement.

The findings from this study suggest that managers of not-for-profit hospitals may not always
be developing their mission statements for the best reasons. Most notably, few managers are using
mission statements to guide the resource allocation process. Not only is this considered a

fundamental reason by the historical mission literature, but it was also found in the current study to
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have a substantial impact on hospital performance.

Our research also revealed the importance of aligning a hospital’s formal organization with
its mission statement. Managers should, therefore, not discriminate, but rather, they should try to
align as much of their hospital’s structural components with the mission statement as possible. The
current findings suggest that the greater the alignment of each organizational component with
mission, the greéter the impact on performance. This implies that managers should thus consider

carefully the results from this study when evaluating or reformulating their hospital’s mission

statement.

Future Research

Further research on mission statements in the not-for-profit health care sector is warranted.
There are still a number of areas which merit empirical investigation in the future. For example, it
would be interesting to look at the impact of the content of a hospital’s mission statement on
performance. It would also be interesting to examine the importance of the process by which a

mission statement is developed and the methods by which it is disseminated in an organization.
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TABLE 1

Key Operating Statistics

1995 (Mean) 1994 (Mean)
Number of Employees 1,010 964
Revenue $53,710,170 $49,653,022
Surplus/Deficit $115,318 $418,535
Assets $44.291,636 $37,468,404
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TABLE 2

Use of Mission Statement Rationales

Mission Statement Q) 2) A3 “@) Q) Means | Correlation with
“Driver”/Rationale| Not a Low Medium High |“Primary” mission driver
Rationale | Rationale | Rationale | Rationale | Rationale achievement
’cIl‘p prgvic/ie common 1.0 2.0 6.0 ] 4.5 = S5¥k*
t .
irection/purpose 3.0)
To define scope of 0.0 l 7.9 9.9 4.3 ¥¥* T2¥¥F
business
a9 b L
To enable CEO to 15.8 14.9 I 9.9 2.4 ¥%x 59%**
assert control :
To create behavior 13.0 10.0 15.0 3.6 *** H1FF*
standards
(23.0)
To enable employees 9.9 | 8.9 26.7 3.5 **x T1E**
to identify with firm
(18.8)
To promote shared 20 | 40 7.9 ] 4.3 ¥+ STHR¥*
values
(6.0)
To address needs of 11.0 [ 11.0 24.0 3.4 *x* JTOF**
external stakeholders
(22.0)
To motivate/inspire | 7.8 | 7.8 14.7 3wk | 7Gx
employees
To refocus 18.0 21.0 140 |28 TR
organization in a
crisis (35.0)
To provide a basis 24.8 2717 16.8 32 B
for allocating
resources (44.5)
Legend:
** p <.05 (Chi-Square Test for skewness in distribution and Correlations)
* <01
ok g<.001
0 combined percentage for two driver ratings
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TABLE 3

Mission Statement Rationales and Hospital Performance

Mission Statement Rationale Means Correlations
1 2 3 4 5
A To provide common direction 4.5 35 64%** S53%x* A44%** 28¥x*
B. To define scope of business 43 —_ 30** _— 34%x* 21*
C. To enable CEO to assert control 24 e
D. To create behavior standards 3.6 31** 43%** 35%%* 31** —_—
E. To enable employees to identify with 35 26%* 28** 32%** _— —_—
organization
F. To promote shared values 43 41>+ 65%** ST7xx* 38*** 28%*
G. For the interest of key external 34 22% A40*** ICH S 3T7** 22%
stakeholders
H. To motivate/inspire organizational 3.8 42¥** OT*** .60*** 44%%% 26%*
members
I. To refocus the organization during 2.8 —_ 23* —_— e _—
crisis
J. To guide resource allocation 3.1 38*** 49*** 39 39%*x 25%
1 2 3 4 5
Legend:
1. Satisfied with Mission Statement
2. Does MS Influence Respondent?
3. Does MS Influence Others?
4. Are others Committed to MS?
5. Satisfaction with Financial Performance
* p <.05
ok p<O0l1
*EE p<.001
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TABLE 4

Mission/Organizational Structure:
Frequencies and Correlation with Satisfaction

o o Not Low [Moderate] High | Totally } Mean | Corr. With
Mission/Organizational Aligned Aligned | Score | Component
Alignment Components Satisfaction
Organizational Structure 5.3 9.6 18.1 | 3.8 %+ | e2%*x

Job Descriptions 12.0 15.2 3.5 k%% } S55kkk
Strategic Planning System 43 "14.9 3.8 ¥k | E8F¥*
Operating Planning System 6.4 10.6 3.6 ¥¥% | E8¥**
Budgeting System 6.5 3. 5%k | g5kk*

Performance Evaluation Criteria 3.0 ** 66%**

Types of Rewards 2.7 ¥xx § 7 ek

Recruitment System 3.4 %%k | §3kxx

Promotion System 3.0 *x | gerxx

Training/Organizational

3.5 #%% | g@¥kx*
Development

Leadership Styles 3.7 k%% | 56%%k

General Business Objectives and

3.8 ¥¥¥ | GI¥**
Targets

Management Information 2.9 kxx | g7xkk
Systems
Choice of Technology 3.2 ¥¥%x | go¥*x
Legend:
* p <.05 (Chi-Square Test for skewness in distribution & Correlations)
*x p<01
*xk p<-001
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TABLE 3

Mission/Organizational Alignment and Firm Performance

Mission/Organizational Correlations
Alignment Components 1 2 3 4 5
Organizational Structure 21* A2%xx Ap*** £1*** 39%*x
Job Descriptions 3TEEx 50%** 53%%x 54%%% 30%%%
Strategic Planning System .30** Ag¥** 62%** £5%** 49***
Operating Planning System 34xxx 3TH 52%* 60*** AG***
Budgeting System 34%%* 30%*% 50%** §7*E* 43%%%
Performance Evaluation Criteria | -30** 31 36*** Ag*** 32
Types of Rewards 41*** 4o¥** S1*** 4Yr*x 31 ***
Recruitment System 42**. AQ¥** 42¥** S53*** 34+
Promotion System AQ*** 4T*** Ao*** 45%%* 22%
Training/Organizational A4xx* 50%** S50%** S54xx 35%%%
Development
Leadership StyleS '37*** '43*** _50*** .54*** ‘39***
General Business Objectives 27 42¥%* 56%** 1%+ .38
and Targets
Management Information — .26* 27* A6*** .24*
Systems
Choice of Technology — g% 36%** S3%** .34+
1 2 3 4 5
Legend:

1. Satisfaction with mission statement

2. Mission statement influence on respondent.

3. Mission influence on others?

4. Commitment to MS?

5. Satisfaction with Financial Performance

* p <.05

*ok p<.01

*kok p<.001
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