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CHAPTER ONE

INTRODUCTION

1.1 Introduction

This chapter introduces the research by explaining the background and motivation to the
research. The background analysis sets out to examine the current scene in Taiwan and the
several pressures, which are creating change and uncertainty within the education system in
Taiwan 1n order to see if there 1s a knowledge gap where research could be usefully applied.
The purpose and aims of the research are explained, together with the content of each of the

chapters ot the thesis.

1.2 Research Background and Motivation

Currently, the higher education sector in Taiwan is feeling under pressure and there 1s an

increased need for the sector to adapt to change. There are several causative factors, some

interrelated, for example:

- there are both public and private universities

- the globalization of education means that foreign universities are attracting

Taiwanese students

- the changing economy and employment requirements

- the declining birth rate

- too many student places

13



- the changing higher education emphasis

- the Taiwan government is looking to use the higher education budget more

efficiently.

Education in Taiwan is not a free market because there are both public and private
universities. The private universities have been encouraged to develop rapidly to meet the
higher education expansion needs particularly of the last two decades. However, although
the Taiwan government gives financial support to universities on the basis of a student
number evaluation, the public universities always receive a larger state contribution than
private universities, and the private universities have a proportionately greater dependence
on academic fees from students. So, particularly the private universities tend to be more
susceptible to changes in the economy or decline in the numbers of students, because this
will mean even less government financial support. Also, each university cannot cut salaries
because these are set nationally, so any university which is unable to attract enough
students will become progressively even weaker financially. Taiwanese parents try to send
their children to the most prestigious universities, so low ranking private universities tend

to be the most vulnerable, and eventually some universities may be unable to continue.

Globalization refers to the interdependence of world society (Giddens, 1989), and it is now
suggested that there is a global war for talent in higher education which is influencing
national education policies (Green, 1999; Bottery, 2000). Thus, developed countries try to
attract students to their universities because these universities are often under pressure
financially, and also if talented students stay on after their education 1s completed they
contribute to the host country economy. Many universities from developed countries are

offering degree courses both in their own countries and 1n Far East centres such as Hong

14



Kong and Singapore, many of which are attracting Taiwanese students. Consequently,
developing states like Taiwan must be careful not to lose their talented people because, for
example, Gomory and Shapiro (2003) report that more than 40 percent of scientific Ph.D.
students trained in the United States are now foreign nationals, and only about half of these
return to their countries of origin. Also, globalization is changing the nature of careers and
employment (Sennett, 1998). In the past, people used to have linear career lives with “a
litelong channel for one’s economic pursuits” (p.9). However, the modern emphasis is on
flexibility, and in the twenty-first century people can expect to do several jobs during their
lite. In the developed counties the number of jobs for people without any qualifications has
decreased. Thus, globalization is increasing the importance of having a well-educated
workforce and it is seen as the key to participating successfully in the globalized world
(Pollard, 1997; Tipton, 1998). In Taiwan, degrees from overseas tend to be valued more
highly, so again this puts pressure particularly on the low ranking Taiwan universities.
Furthermore, there is political influence on the education system, as Green (1997) and
Bottery and Wright (2000) argue, because, in many countries, €.g. Germany, France, USA,
and Japan, the role and function of the education system has been influenced by the

creation of the nation-state, because in many cases the education system was designed to
spread the dominant cultures, develop political and cultural unity and consolidate the
hegemony of the ruling classes. This has also occurred in Taiwan, like Japan, because i1t has
used its education system for two purposes. Firstly, as a way to construct national identity

and state power. Secondly, for the development of economic competitiveness, by

intervention to guide economic activity to specific national requirements (Bottery and

Wright, 2000: 8).
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Murgatroyd and Morgan (1993) also emphasise this point of political pressures by
highlighting the growing importance of ’return on investment’ in education internationally,
which focuses on organizational profitability. They highlight four important drivers (p.3):
(1) Costs and demands for public education provision are outstripping revenue.

(2) Some taxpayers are baulking at paying.

(3) Parents and governments are re-defining what they expect from schools (to include

personal, health and social education)

(4) Government and influential groups expect education to contribute to national economic

competitiveness.

Indeed, this appears to be happening in Taiwan with globalization pressures, because
education leaders and politicians in Taiwan now appear to be tending towards the market

system as the solution to education provision which appears to be creating a market driven

education system emphasising financial etticiency and profitability in Taiwan.

The number of Taiwanese universities have increased in recent decades to educate the
increasing number of students, however since about 1998/99 there has been increasing
pressure on colleges who are finding it increasingly difficult to fill all their student places
that have been created. This is partly a cultural factor because parents want their children to
20 to the top universities, and prefer universities rather than colleges because the degree is
considered more valuable and employability potential better. However it is also a

consequence of the declining birth rate in Taiwan, as 1llustrated in Figure 1.2 (Education

Statistics, 2004: 22).
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Figure 1.1 Number of Primary School children in Taiwan 1984 — 2004 (Education Statistics,

R.O.C., 2004: 22).

84 88 92 9% O 4

All Taiwanese children attend elementary primary school, and Figure 2.1 shows that the
number of primary school children peaked at around 2.4 millions in 1988, and has declined
to about 1.9 millions in 2004. Primary school entry age is six, and university entry age is
usually eighteen, so the number of entry age university students is expected to decline
significantly until around 2008. On the basis of the number of births in Taiwan from 2000
to 2004 (Figure 1.3) the decline 1n the student numbers is likely to continue to decline for a

long time after 2008 (www.moi.gov.tw/stat). Of course, decline in higher education student

numbers will mean a further decline in the education budget allocation from the Taiwan

Government.
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Figure 1.2 Number of Births in Taiwan 2000 — 2004 (Www.mol.gov.tw/stat).

350000

300000

250000

200000 +—{ |—

150000 1—E—{

100000 "’ 1
50000 +— |

2000 2001 2002 2003 2004

For several decades, the emphasis of the Taiwan higher education policy was on quantity

expansion, but now there are too many student places so, during the twenty-first century,

the policy 1s changing towards more emphasis on quality. One potential solution for some
universities 1s to merge with another institution, perhaps more prestigious or to create a
better mix of course provision, and to try to reduce managerial overheads and improve their
financial positions and therefore to keep running. However, of several possible mergers
which have been tried in recent years in Taiwan, only one merger so far seems to have been
successful — the formation of National Chiayr University. Other institutions which have
tried to merge have subsequently ceased trying to merge and remain separate institutions.

These then are unsuccessful merger cases.

However, the questions arise — Why has one merger been successful and the other mergers
been unsuccessful, and are there guidelines for successful higher education sector merging

in Taitwan?

18



There has been no systematic attempt or published explanation, as far as I know, to try to
reach an understanding of why one case has been successful and why several other mergers
have been unsuccessful in Taiwan. Consequently, with all these pressures and lack of
understanding about merging, there are fears and anxieties in the Taiwan higher education
system. From my personal point of view, I am a lecturer at a private college in Taiwan and

In the early stages of my career, so these pressures can have very real and important

consequences for my career development. Therefore, this is my motivation to carry out this
research about higher education mergers because there appears to be a knowledge gap

which 1s important to the higher education sector in Taiwan and which this research project

can explore.

1.3 The meanings of Merger, Successful Merger and Unsuccessful Merger in this

Research

In this research the following working definitions are adopted for Merger, Successtul

Merger and Unsuccessful Merger:

Merger: An higher educational institution which has been formed from the joining of two
or more previously separate educational institutions. As a minimum, the merged institution

has one name, one principal chief executive and one top policy administration.

Successful merger: A merged higher education institution which continues to exist as a
merged entity more than four years after the start of merging. (This is a working detinition
adopted merely for ease of reference concerning the mergers considered in the primary data

collection during this research, and because this is also the criterion used by the Taiwan
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Ministry interviewees. However, it is accepted that what is successful can depend on one’s

perspective, which suggests the need for qualitative primary data).

Unsuccessful merger: A merger attempt by higher education institutions which has failed to

produce a merged institution.

1.4 The Purpose and Aims of the Research

The purpose of this research is to explore the knowledge gap about university mergers in

Taiwan to generate understanding about the criteria needed for successful merging.

The six explicit research aims at the start of the research were:

(1) To carry out a literature review about higher education mergers

(2) To search for existing published data about higher education mergers in Taiwan

(3) To generate new data about higher education mergers in Taiwan

(4) To analyse the data to generate new understanding about higher education mergers,
principally in Taiwan

(5) To explain why one merger has been successful and another merger was unsuccesstul.

(6) To recommend guidelines for successful higher education sector merging in Taiwan

At the start of the research, it was expected that attainment of these aims would generate

five research outputs, as follows:

- qualitative opinions concerning a case of successful merging

- qualitative opinions concerning a case of a failed merger attempt

20



- Increased understanding of successful and unsuccessful mergers

- explanation of what leads to a successful merger and an unsuccessful merger

- recommendations of the required criteria for successful merging.

1.5 Overview of the Thesis Chapters

The research is reported in a total of eight chapters.

Chapter One is the introduction chapter for the thesis. It aims to explain the motivation and
background to the research by the identification of a knowledge gap which is creating fears
and anxiety within the educational community in Taiwan. Also, the purpose, aims and

hoped for research outputs are explained.

Chapter Two contains the first literature review chapter. This chapter looks briefly at
Chinese organizational culture in Taiwan, and then explains the set up of higher education
in Taiwan. It moves on to review previous published research about education mergers

across the world in order to discover the existing knowledge and understanding in this area,

and to generate a list of most appropriate questions to ask interviewees.

Chapter Three contains the second part of the literature review. This chapter describes the

successful case, the unsuccessful case, and the role of the Education Ministry in Taiwan.

Chapter Four contains the first chapter addressing the research methodology. This chapter

reviews the methodological approaches, looks at their strengths and weaknesses, and

selects the most appropriate approach for this study.
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Chapter Five progresses the methodological approach focus by explaining implementation
of the methodology choice concerning interview process for interviews, interview guide,

gaining access for the interviews, and the people to be interviewed.

Chapter Six reports the results of the research. This chapter contains a summary of the
answers of the interviewees to the list of interview questions using quotations from the

transcipts of the interviews, and preliminary analysis.

In Chapter Seven the results are further analysed and discussed and compared and

contrasted with research results from other studies.

Chapter Eight sets out the conclusions which are drawn from the research and puts forward

several recommendations to increase the chances of success when carrying out higher

education mergers in Taiwan.

1.6 Conclusion

This introduction chapter has revealed that there are pressures from several different
sources on the higher education sector in Taiwan. These pressures are leading to merging of
educational institutions which are creating fears and anxiety within the education
community in Taiwan. However, there appears to have been no systematic attempt or
published explanation to try to reach an understanding of the reasons for merger success or
failure in Taiwan. Thus, there appears to be a knowledge gap which is important to the
higher education sector in Taiwan and which this research project will explore to generate

understanding about the criteria needed for successful merging. One appropriate research

22



methodology for the project would appear to be to collect and examine the points of view
of participants involved in specific cases of university mergers, involving both successful
and unsuccessful mergers. The study should be able to generate five important research

outputs.
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CHAPTER TWO

LITERATURE REVIEW 1:
Chinese Organizational Culture, Higher Education in Taiwan,

and Previous Research about Education Mergers

2.1 Introduction

Firstly, this chapter looks at Chinese organizational culture to form a basis for

understanding the research analyses of the primary data collection. Secondly, it examines
the current set up concerning higher education in Taiwan, particularly regarding the number

of students, and the number of public and private institutions. Thirdly, the chapter contains
a review of previous literature about education mergers. The initial literature search used
the key words — education and merger — and this surfaced about twenty publications, but

none from Taiwan. The reference lists of these publications were used to find other relevant

publications for review.

2.2 Chinese Organizational Culture

Hofstede (1991) sees culture as the collective programming of the mind which can
distinguish one group from other groups. It is the personality of the society or organization.

Culture involves shared attitudes, values, goals, and practices. Deal and Kennedy (1982)

point out that the core of organizational culture is the values embodied in the beliefs, and

rituals of the organization, and that “a strong culture is a system of informal rules that spells
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out how people are to behave most of the time” (p.15). It is important because it affects
how societies and organizations operate, evolve and can operate better. Culture 1s
recognized as stable and difficult to change, and a factor which can affect the internal
coherence of the society or organization and how well it can adapt to change (Schein, 1992).
The majority of Taiwan’s population trace their ethnic and cultural origins from mainland
China. In Chinese culture, the important factors are harmony, guanxi (connections), mianzi
(face), seniority, and authority (Chen, 2001). Thus, 'top-down' decision making 1s
traditional and accepted. Also, Chinese people avoid creating conflict because of the

Confucian emphasis on harmony (Leung et al, 2002).

Meade (1970) has compared the Chinese and American cultures and reported that
traditional Chinese culture stresses respect for age and experience and there is an inherent
feeling to obey the authority much more than the West. Consequently the traditional
management style in Taiwanese organizations tends to be based on traditional Chinese
culture leading to the top-down autocratic style relying on a power structure rather than
democratic management style. Recent generations who attended university have been more
influenced by Western culture and thinking, so the younger generation may tend to have
slightly different values and be more individualistic (Cheng and Kleiner, 1993). Chow et al
(1998) examined cultural influences by comparing Taiwanese and US staff and found
differences. Taiwanese people made fewer misrepresentations than Americans about
private information in non face-to-face interactions, but both nationalities showed an even
lower misrepresentation rate in face-to-face interactions concerning private information.
This is particularly relevant when reflecting on the validity of the research tindings. Chow

et al (1999) found that participation in budgeting was lower in Taiwanese companies than
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In US owned firms in Taiwan, indicating more centralized control in Taiwanese

organizations.

Consequently, it appears that Taiwanese organizations generally involve the traditional
centralized top-down hierarchical decision making and are likely to adopt the traditional

Chinese culture of respect for traditional practices and authority.

In the field of education, Green (1997) suggests that national education systems were
designed to spread the dominant cultures, develop political and cultural unity and
consolidate the hegemony of the ruling classes in nations. Taiwan has followed the same
example, and used its education system for two purposes. Firstly, as a way to construct

national identity and consolidate state power. Secondly, for the development of national

economic competitiveness, by intervention to guide economic activity to specific national

requirements (Bottery and Wright, 2000).

Grace (1995) points out the importance of the recontextualization of education in the
marketplace, as part of the increasing market culture in education which has meant that
education has become another commodity in the wider political, cultural, economic and
ideological movements of society. Greenfield and Ribbins (1986) have argued that specific
national education leadership-culture and education leadership-values relationships are only
understandable in the light of the historical and cultural contexts of the societies in which
they are found. Internationally, Bottery and Wright (2000) propose that education has
become more centrally managed by government, with loss of autonomy and
deprofessionalization of teaching, because they have identified the same features in the

USA, Canada, Australia, and New Zealand. As a consequence, success or failure in
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education has become judged by an outcomes-based approach using only carefully selected

criteria.

Tatwanese education is also centrally managed, as revealed by the Ministry of Education

role in the review of higher education in Taiwan (Chapter 3), and there has been a shift

towards a market driven approach (Chapter 1), all of which must be considered within the

strong tradition for a top-down decision making culture.

2.3 Higher Education in Taiwan

2.3.1 The Current Education System in Taiwan

In order to understand the position of higher education in Taiwan, it is useful to start by

looking at the position of higher education within the current education system of Taiwan

(Education Statistics, R.O.C., 2004).
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Figure 2.1 contains a diagrammatic representation of Taiwan’s current schooling system,
which shows that for the great majority of students higher education starts at age eighteen,
although some students do enter Junior College at age fifteen. Higher education is provided
In universities, colleges, technology colleges, and junior colleges. The junior colleges and
technology colleges can offer courses which lead to bachelor degrees. The colleges can
offer courses leading to bachelor and master level degrees, while the universities can

provide the full range of higher education degrees at bachelor, masters and doctoral level

degrees.

Figure 2.2 contains a diagram of the Education Administrative System in Taiwan
(Education Statistics, R.O.C., 2004). This contains both Administration and guidance lines
of control and influence. This illustrates that education leadership in Taiwan starts at the
Executive Yuan (the Government of Taiwan Cabinet) and the administration is carried out
through the Ministry of Education of Taiwan which administers the National schools at all
levels, the National Social Education Organizations, the private universities and colleges,
and the private senior secondary schools. The Ministry of Education also has input into the
Bureau of Education for both the County and City Governments, and of the Municipalities,

which is referred to as the guidance line of influence in the Taiwan education system.
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Figure 2.3 Diagram of the Organization of the Taiwan Ministry of Education in

2004(Education Statistics, R.O.C., 2004)
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Figure 2.3 contains a diagram of the organization of the Taiwan Ministry of Education 1n
2004 (Education Statistics, R.O.C., 2004). Figure 2.3 illustrates that reporting to the
Minister of Education there are two Vice Ministers: the Administrative Vice Minister and
the Political Vice Minister. Both the Minister of Education and the Political Vice Minister
are appointed by the party elected into government by the Taiwan people, while the
Administrative Vice Minister is a career member of the civil service administration. The
Administrative Vice Minister controls both the Internal Units and the Affiliated Schools.
There are thirty-two Internal units, and one of these is the Department of Education. The

Aftiliated Schools are all National Schools, all of which come directly under the

Administrative Vice Minister.

2.3.2 Higher Education

In the list of Affiliated Schools, there are fifty-two schools in the Higher Education sector -
consisting of thirty universities, nineteen colleges, and three Junior colleges (Education
Statistics, R.O.C., 2004). These fifty —two schools are the National higher education
universities and colleges of Taiwan. Also, there are two municipal higher education
institutions, therefore in total there are fifty-four (54) public universities and colleges in
Taiwan. The Ministry of Education also administers the private universities and colleges, as

described above. There are one hundred and four (104) private universities and colleges in

Taiwan.

Therefore, in 2004 there were a total of one hundred and fifty eight (158) institutions of
higher education in Taiwan, all of which come under the direct or indirect responsibility of
the Ministry of Education. A summary of the institutions of higher education in Taiwan in

2004 is given in Table 2.1, the breakdown showing the division into graduate schools,
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departments, courses, and includes the number of full time and part time teachers, and the
number of students and graduates.

T'he breakdown indicates that most students (58 per cent) are at universities rather than
colleges or Junior colleges. Also, most students (72 per cent) are receiving their higher
education at private universities, private colleges and private Junior colleges rather than at
the public institutions. It is also interesting to note that, just considering the universities, at
the thirty National (Public) universities there are 14122 full time teachers for the 270210
students, while at the thirty-seven private universities there are only slightly more full time
teachers (14842) for the 460589 students. However, there are 6204 more part time teachers
at the private universities than at the National universities. The average student: teacher
ratio at the national (public) universities is about 12, while at the private universities the
average student: teacher ratio is almost 16. This could be interpreted as suggesting that the
private universities are driven by competition to be more efficient at the education process
than the public universities, which may or may not be true. However, it is also necessary to
take account of the type of students. When the type of students is examined, it is seen that
the public universities educate about twice as many Masters level students, and more than
five times as many Ph.D. level students, both of which tend to require a higher student:
teacher ratio than the Bachelor level teaching. Also, the public universities are generally
rated, by both ordinary people and academics, to be of higher quality than the private

universities at Bachelor level, and the degrees are generally more highly regarded.

I Table 2.1 Summary Breakdown of Universities, Colleges and Junior Colleges in Taiwan
(Education Statistics, R.0.C., 2003/4).

National Munici Private
Type Total Univ. Coll. Jr. Coll
| Univ. Coll. | Jr Coll -pal Univ. Jr. Coll
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Figure 2.4 illustrates the great increase in the number of undergraduates at both public and

private universities and colleges in Taiwan from 1950 to 2004. However, the graph shows

that the number of undergraduates at private universities and colleges has grown at a much

higher rate than at the National higher education universities and colleges, particularly

since the mid-1990s.

Figure 2.4 The number of undergraduates at private and public universities and colleges in

Taiwan 1950- 2003 (Education Statistics, R.O.C., 2004: 20-23).
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During the 1990s, Taiwanese universities were encouraged by the Taiwan Government to
increase the number of places for postgraduates, because many students wanted to study for
a Masters or Doctorate degree but most students could not afford the cost of studying
overseas. Thus, the numbers of postgraduates at Taiwan’s public and private universities

and colleges have increased greatly particularly since around 1990, as shown in Figure 2.5.

Figure 2.5 The number of postgraduates at private and public universities and colleges 1n

Taiwan 1950-2003 (Education Statistics, R.O.C., 2004, p. 20-23).
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Figure 2.5 illustrates that the growth in postgraduate places has been much greater at the

public universities rather than at the private universities in Taiwan.

35



From Table 2.1, it can be seen that both the public and the private universities have
graduates/ students ratios of about 0.23, which is surprising given the much higher growth
in the numbers of students attending the private universities compared with the public
universities over the recent past, as illustrated in Figure 2.4. This suggests a slightly higher
failure rate at the public universities which may be interpreted as supporting the view that

these universities maintain higher standards on average than the private universities.

2.3.3 Higher Education Entrance Examinations

Entry to higher education institutions in Taiwan is by examination. The public and private
universities and colleges have a joint entrance examination, which is taken across the
nation in a three day period each year. Similarly, the public and private Junior colleges
have a joint entrance examination, which 1s taken across the nation on one day each year,
but this examination is different from the public and private universities and colleges joint

entrance examination.

All students in Taiwan who wish to enter higher education must take and pass the entrance
examination. Also, students in Junior college who wish to move to universities and colleges

must take and pass the joint entrance examination of the public and private universities and

colleges.

Students use their examination grade to guide the choice of university. A higher grade

means more choice, and the chance to gain entry to one of the higher ranking higher

education institutions.
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2.3.4 Higher Education Funding

Funding for higher education institutions comes from two main sources: Taiwan

Government and academic fees from students.

To determine the state funding, the Ministry of Education carries out an evaluation each

year of each higher education institution in terms of research result of teachers, equipment,

the financial statement of the university, the numbers of undergraduate and postgraduate

students... etc. The higher the ranking from the evaluation by the Ministry of Education,

the more the funding to the higher education institution from the state. If higher education
institution have high savings reserves, the government may even decide to reduce the state
funding allocation to them. In the case of a public higher education institution, 1f they run
out of funds, it appears that they can call on the government for more funding. Also, the
government provides support to buy equipment and buildings for public higher education

institutions. However, the private universities have to survive on the allocation from

government and fees, so they need to budget very caretully.

Table 2.2 shows the private expenditure and total state expenditure at University, College

and Junior colleges 1980-2003

(Education Statistics, R.0.C., 2004: 43 —45). The total state expenditure includes allocation
to both private and public universities. The table indicates the large growth in expenditure

since 1980, both in the public and in the private sectors. Many private Junior colleges were
reclassified as colleges and universities, in 2000, but even so the growth in expenditure to

private colleges and universities has been enormous.
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(NTD billions)

Junior colleges 1980-2003

Total State Expenditure

Public Expenditure

.

Table 2.2 Private expenditure and Total State Expenditure at University, Collegé and

Private Expgnditure

Universities

& Colleges
7.0

13.8

Year Junior l Universities Junior

College | & Colleges College
1980/1 6.1 10.0 2.6
1986/7 10.9 18.7 4.6
1990/1 20.2 51.0 6.5
1995/6 71.9 9.2
- 1998/9 96.3 9.1

00/01 : : -
02/03 - - 0.7

Junior

College ‘ & Colleges

Universities

35

6.3

13.7

25.0

3.0

In Table 2.2, the expenditure on public Junior Colleges and Universities and Colleges 1s

determined by subtracting the private expenditure (by the state) from the total state

expenditure in order to indicate the differences in expenditure between public and private

institutions over the years. The expenditures for 2002/3 concerning public and private

universities, colleges and Junior colleges presented in Table 2.2 1s as given in Education

Statistics, R.O.C., 2004: 43 —45.

From Table 2.1, in 2003/4 there were a total of 49 public universities and colleges and there

were a total of 91 private universities and colleges. Hence, this suggests that the average
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allocation for each public university or college was 1.6 NTD billions, while the average

allocation for each private university or college was 1.3 NTD billions.

Also, in 2003/4 there were a total of 348835 students at public universities and colleges, so

this suggests that the average allocation for each student at a public university or college
was 0.23 NTD millions, while there were a total of 868032 students at private universities

and colleges, so this suggests the average allocation for each student at a private university

or college was 0.13 NTD millions.

This supports the generally held view that the public higher education institutions get a
much larger state contribution than private higher education institutions, and the private

higher education institutions have a proportionately greater dependence on the academic

fees tfrom students.

2.4 Previous Research about Education Mergers

2 4.1 Literature review
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Merging of educational institutions is not a new phenomenon and not an infrequent
occurrence. In the UK, merging of educational establishments dates at least to the 19"
century (Harman and Harman, 2003), and in the USA, the US Office of Higher Education
reported up to 23 mergers each year from 1940 to 1978 (Boberg, 1979). Merging has

probably been happening to a varying degree throughout the history of the existence of

educational establishments in response to the changing needs and demands of the society

which the education system aims to serve.

However, Humpal (1971: 103) noted that the “paucity of any kind of literature which
systematically addresses the organizational and behavioral aspects of merger” had created
an information gap in this area. Humpal highlighted that mergers cause high personal and
organizational stress involving uncertainty, anxiety, role conflict, ambiguity and distrust. A
major cause of these problems appears to be that the merged entity is unlikely to absorb all

members of the previous separate institutions, which emphasised the important factor of

power differentials between participants.

Merger proposals create threats for institutional loyalties and administrations and
consequently are usually controversial, but they provide opportunities for solving problems,
for re-adjustment, and for innovation leading to survival or growth (Harman, 1988). There
is an extensive literature on this subject from a number of different countries, particularly
since the second world war to the present day, indicating that mergers continue to occur In

the modern era and that the subject is of continuing interest and importance. However as

Rothschild and White (1993: 34) noted “the analysis of university behaviour in a market

context has been an under-researched area”.
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Merging in higher education is influenced not only by educational ideals but also by
political and financial necessity (Meek, 1988). Both the UK and Australia have had binary
higher education systems involving academic universities and teacher training colleges, but
with the decline in the birth rates in the 1960s and the expected decline in demand for
teachers, there were many cases of cross-sectoral mergers between universities and colleges.
Universities are larger and more powerful, and inevitably attitudes of their staff to merging
carried the most weight. People were in favour during initial phases when their
expectations were focused on better conditions, better facilities, and raised academic
prestige. However, staff at some colleges feared shrinkage or disappearance, but reluctantly
accepted that this was inevitable because of the external pressures of declining birth rate
and poor economy. The research of Meek (1988) indicates that cross-sectoral mergers
involved particular problems of different funding sources, co-ordination and course

accreditation. However, the merged entity was always a university.

In the Netherlands, Goedegebuure and Vos (1988) report that changes in higher education
had the objectives of improving efficiency and effectiveness by: size enlargement by
merging; increase of autonomy; and greater efficiency of resources usage. They note that
game theory is relevant in merging. In particular, “the larger the differences in power
between actors... the larger the degree of harmony of interest between actors” (p. 209).

However, I wonder whether perhaps this harmony 1s superficial because the weak do not

complain. Their analysis suggests that merger negotiations between unequal organizations
have more chance of success than those between more equal organizations, unless one or
both organizations are under ‘shrinkage’ pressure, which can increase willingness to merge

between ‘equal’ organizations. Consequently, the relative status and viability of merging
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Institutions is likely to be an important influencing factor on whether mergers succeed or

fail.

Goedegebuure (1992) explains merger occurrences on the basis of the resource dependency
theory, meaning that mergers occur because of diminishing resources, or the threat of them.
However, Jansen (2002) argues that there are problems with this assumption because it
suggests that institutions act rationally, when in practice it is observed that sometimes
Institutions resist merging even when it appears to be financially beneficial for the parties.
Also, the assumed view that merger policy implementation is a rational process, and

proceeds In practice as planned, is often not the case because “the merger plan is not the

merger” (Eastman and Lang, 2001: 243).

Sehoole (2005) carried out a comparative case study of several mergers in South Africa
using a semi-structured interview methodology schedule involving individuals, focus
groups of students, academics, administrative and technical staff to try to answer the three
questions : (1) How do mergers happen? (2) What are the effects of mergers on curriculum,
organizational and physical integration? (3) Why are mergers difficult to implement as
planned? Sehoole concluded that the origins, processes and effects of mergers depend on
the interaction of institutional and governmental politics. Thus, Sehoole stressed the
importance of politics in merging and challenged the assumed view of rationality in the
merging process because government policy was not rational, coherent or congruent, rather
a contingency theory of merging was proposed because merging origins, forms and
outcomes were conditioned by the turbulent environment of institutional micro-politics and
government macro-politics. Sehoole proposed that merger form and outcome were

contingent on whether there was strong institutional leadership, strategic leadership, and
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strong proactive government intervention. The political interactions affected whether there
was autonomy or incorporation, whether there was choice of incorporating partner, and

who owned college plant and property, after merging which were important to participants.

Bates and Santerre (2000) mathematically analysed closures and mergers in higher
education in the U.S.A. from 1960 to 1994, and revealed a direct linkage between merger
rate and tuition fee or salary changes. In this period, 1969 saw the largest number of
mergers, 11. Their analysis showed that the rate of occurrence of mergers declined with
Increase of tuition fee rise because a one percent increase in tuition was associated with a
/.7 percent decline in merger rate. In contrast, the rate of merger occurrence increased
when there was a real salary increase because a one percent salary increase led to a 16
percent increase in merger rate. This research seems to suggest that some higher education
institutions are living on a financial knife-edge, and that consequently even small changes

In the income stream could have rapid consequences on viability.

Harman and Harman (2003) have reviewed recent international experience of mergers in
higher education. They point out that mergers have been used by both national
governments and institutions, and that there can be different degrees of collaboration
between institutions: ranging from informal cooperation, to a certain amount of
coordination, through to formal institutional mergers or amalgamations. They define a
merger as ‘“the combination of two or more separate organizations, with overall

management control coming under a single governing body and single chietf executive”

(p.30). The new institution usually assumes all assets, liabilities and responsibilities of the

former separate institutions. However, the control structure may be of either a federal or
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unitary type. Federal refers to some retention of autonomy by (prior) institutions after
merging, while in the unitary case there is complete integration of the power structure.
Harman and Harman (2003) point out a variety of merger purposes, for example: major re-
structuring; efforts to address problems of institutional fragmentation; lack of financial
and/or academic viability; low efficiency; low quality; in order to tackle financial problems;

falling student demand; and competition. They identify several types of higher education

merger:
- Voluntary and involuntary mergers

- Consolidations and take-overs
- Single sector and cross-sectoral mergers
- T'wo-partner and multi-partner mergers

- Similar and different academic profile mergers.

Harman and Harman (2003) comment that mergers tend to be more successful in
‘horizontal’ mergers where the potential for integration and articulation between
institutional goals and visions is greater, than in cross-sectoral or ‘vertical’ mergers where
visions are less likely to be similar. This comment appears to contradict the conclusion of
Goedegebuure and Vos (1988) that the greater the ditferences of status and power of
institutions the higher the chances of a successtul merger. Clearly, there is some

disagreement among researchers concerning the criteria influencing success and failure in

merging.
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Key stakeholders can have an important influence on the merging process, according to
Harman (2000). For example in several cases, Harman identified that key stakeholders

showed low transparency, a lack of communicating important information, and a low level

ot consultation. These factors could have contributed to merging difficulties.

Harman and Harman (2003) emphasise that culture is an important consideration in
mergers. Academic culture refers to the historically transmitted patterns of shared meaning
and values (Harman, 1989). From a recognition that university cultures tend to be different
from higher education college cultures, Harman (2002) has proposed five dimensions for
distinguishing cultural differences: academic role (looser or prescribed); professional
loyalty (to disciplines or to institution); teaching versus research (value emphasis); reward
structure basis (from research or teaching); and governance styles (democratic or
hierarchical). The degree of difficulty in merging appears to depend on several factors: the
number of partners involved; their institutional characteristics; the degree of voluntary
choice about merging; the academic profile and culture of merging institutions; whether it
1S consolidation or take-over. Harman and Harman (2003) conclude that effective

leadership with sensitivity to human and cultural factors are critically important to

achieving a successful merger.
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The important role of culture is emphasised in several other studies. For example, Scott
(1988) looked at the merging of James Cook University and Townsville College of
Advanced Education (TCAE) in Australia, and noted that conflict was created in the
merged institution because many staff remained loyal to the identity and culture of their
previous separate institutions. The initial idea for merging came from Australian
Government pressure who recognized the high unit costs of two small institutions. Meeting
and negotiations continued from 1967 to 1982, because there was staff resistance
particularly in TCAE but it was political pressure which forced the merger through
eventually. In order to study the merger, Scott (1988) carried out interviews with 30 people
iInvolved in the amalgamation process but there were no interviews with people near the top
of the decision process and few interviews with people who were satisfied with the
amalgamation, so the study was imbalanced. Also, Rechter and Scott (1988) noted a highly

competitive staff culture during the merging of La Trobe University and the Lincoln

Institute of Health Sciences (LIHS) in 1988.

Both La Trobe University and LIHS voluntarily proceeded with merging even though the
initial stimulus came from Government pressure that single-purpose education colleges
should merge, however there were other specific intluencing pressures and constraints. La
Trobe emphasised research excellence and general student education but before merging
had an emphasis towards the Arts, and wished to enlarge the Sciences side. However, La
Trobe was not allowed to open new science departments by the Australian Government.
LIHS had accommodation problems which it wanted to solve to expand, however it did not
want to lose its identity, reputation and status, and statt fought to retain this identity, which

delayed the merger for about seven years. The proposed merger was expected to save 1.4

million Australian dollars annually.
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Subsequent case study research (Gamage, 1992) identified a number of particular merger

Issues at La Trobe University:

(1) the acute shortage of suitable accommodation at the LIHS and the hidden agenda to

preserve its identity;

(2) the existence of schools of behavioural and biological sciences in both institutions and

the problem of their integration;

(3) the academic programmes and staff profiles of the LIHS:

(4) the cost of amalgamation and concerns regarding the distribution of research funds:

(5) the problem of associate professorship titles and status for the principal lecturers of the

LIHS.

Also, culture was the research focus of Wallace (1996) who charted the culture shift
following the merger of three schools. Wallace pointed out that “reorganisation may entail
a change in age range of pupils, removal of classrooms, closure, creation of a new
institution, or merger” (p. 460), and that uncertainty follows the initial announcement,
creating stress for teachers, and jobs are at risk. The study traced the transition of staff
professional cultures and political perspectives during the merger and tried to identify who
had the power to shape staff culture and identity. The head tried to build a unified culture.

However after the merger there were persistent subcultures — from the pre-merged infant

department staff and from the group responsible for promoting the unified culture - which
created a perception of a remote head. The process of culture transtormation was beyond
the control of anyone or any group. The main lessons from the study were, firstly that
merging can save money but the cost is teacher stress, disruption of management and

education (unless additional resources are provided), and secondly that the new designated
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head may have responsibility without authority during the transition, which can limit their
Influence on the culture shift. Clearly, culture, and how it is dealt with, are important
factors for consideration in achieving merger success and avolding failure.

Hazelkorn (2004) has highlighted the pressures on educational institutions which are
driving change across the OECD: “globalization and internationalization; changing
demographics and enrolment patterns; technological revolution; stricter regulatory
environment; new educational sites and formats; changing nature of the workplace and of
academic work* (p.2). In particular, it is important to recognize that students, government
and society have differing needs and expectations: Students, as “citizens, consumers or
clients” (p.1), are increasingly concerned about the education quality of institutions and
their career prospects; Governments believe that higher education can contribute to the
economic prosperity and national prestige; Society wants higher education to serve the
community “acting as catalysts and facilitators for knowledge and technology transfer and
social, cultural and intellectual activities” (p.1). The wider context of the merger decision is
seen as the balancing of the differing needs and expectations of students, government and
society, against the background of international change in the OECD. Consequently,
whether the differing needs and expectations of students, government and society have
been adequately considered during merging must be considerations for deciding
influencing factors of success or failure.

Frame analysis research was used to study the merging ot two universities in Australia in
1996 - Kalgoolie College and Western Australia School of Mines (Pick, 2003). Frame
analysis has been used previously by Rein (1983) and Schon and Rein (1994) with the aim
of making complex policy development more understandable, because “a frame integrates
theory, facts, interests and action” (Rein, 1983: 96). The analysis examined how differing

and competing interpretations and commitments atfected how the merger proceeded.
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Multiple sources of data were used to triangulate findings e.g. taped interviews with
participants, participant observation, questionnaire, various organizational documents,
plans, policies, press reports etc. The study identified three important influencing frames on
the merger at different times - regional, social and economic development; education for
industry; and economic rationalism. Some researchers (e.g. Fisher, 1997, and Welsh and
Chesters, 2001, have criticised frame analysis because there is no agreement about how to
identify and use a frame, and there can be over-emphasis on the importance of particular
frames. This seems to suggest that researchers must be careful not to impose their own

perspectives over-strongly about contexts at the expense of the views of the people in the

C O n t e X t

Higher education mergers are not restricted to private establishments nor to the developed
countries of the West. For example, Sharpe (1999) presents a translation of a 1997 China
National People’s Congress strategy discussion on re-structuring needs in the higher
education sector in China. In China, a realignment of colleges and departments took place
In the 1950s when the emphasis was on ‘separation’ into different establishments, whereas
in a new realignment in the 1990s the emphasis had changed to one of ‘recombination’.
The strategy change had followed a recognition by many Chinese education leaders that
China needed a single comprehensive university system rather than many scattered colleges

and that the hope was that this amalgamation of colleges and universities would lead to a

quantum leap forward.

In the 1950s, the higher educational structure in China was decided by the interests of the
major regions and the professionals there. Most provinces established colleges and

universities of their own to serve the local needs for development. The institutions were
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small but complete, but in fact most of them simply replicated what was done 1n many
other areas. Consequently, it was recognized that there was need for a combination
programme involving combining and merging of institutions to minimize replication and
strengthen the education and research within China. The educational set-up in China differs
from most other countries in that its top universities are all specialized in the various
disciplines, and none of them offers a comprehensive range of multiple disciplines covering
the arts and humanities, the sciences, engineering and technology, agrarian sciences,
medicine, finance and business, economics, law, foreign languages and international
studies. The old structure of small colleges and universities led to major imbalances
between the number of students graduating in some disciplines and the expected
requirements of the country in the coming decade. For example, the People's Bank of China
found that the number of students studying finance was already greater than the expected

societal needs, and this could lead to disappointment for graduates as well as wasted
educational resources. Also, more recently insufficient students were enrolling for

mathematics courses.

Overall, narrow education had focused too much on the industrial sciences and
technologies, and tended to ignore law, economics, and political science. However, it was
recognized that merger programmes needed to be conducive to development and stability.
Hence, merging must only proceed in stages by taking careful and secure steps. Qingdao
University had been formed by merger of four institutions--the former Qingdao University,

Shandong College of Textile Industries, Qingdao Medical College, and Qingdao Teachers’
Vocational School” (p.2). Integration was carried out in stages over four years in the areas

of administrative structuring, organizing the curriculum and discipline clusters, carrying out
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an in-depth interdisciplinary exchange of scholarship, and setting up common integrative

teaching programs.

The purpose of merging is for better effectiveness, not just for greater size. Care was
needed in the naming of the merged institution, and the appointing of the new president,
and it was recognized that no mention should be made in terms of who was swallowing
whom, 1t had to be ‘mutual marriage’. People had to be agreed that merging was the right
direction to take. It was thought that it would generally be easier to merge a weak
Institution with a stronger one, but less easy to merge institutions of equal strength and
standing. Also, the history of institutions could be a factor for consideration. There are
ditficulties such as budgeting, human resources, and, in China, the problem of having three
overseers - the departments of the central government, the provincial governments, and the
municipal governments all involved in the promotion of education. - so it 1s essential for

people to have a concept of the new whole at the start.

In China, there is the problem of power imbalance because the departments of the central
government and the provincial government are both much bigger than those of the
municipal government, but they are both remote and difficult to consult. Theretore, roles,
responsibilities and obligations must be defined and finances must be sufficient. It was
recognized that a benefit incentive mechanism was necessary to make the mergers work,

and the management system of the schools may need reforming. At the strategy discussion

it was pointed out that merging institutions must seek two etfects: etfectiveness of scale,
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and effectiveness of cross-disciplinary integration. If the separation distance between the

Institutions is too far and these two effects are absent, then merging would be futile.

Zhiping (2000) argues that the initial inspiration for the merging of China’s universities
was external, it came from outside the China education system. Zhiping proposes it stems
from 1980 when Nobel Prize winner Chen Ning Yang suggested to China’s leadership to

reform education and develop 10 world class universities.

Sharpe (2003) presents another translation from China which details how to “to re-adjust
the management system of the ninety-three regular higher education institutions, and
seventy-two higher learning institutions for adults, secondary vocational schools and
technical schools” (p.1). The report illustrates the top-down nature of higher education
merging in China because it details the organization and procedures of implementation, the

roles and responsibilities for the management and the implementation of the re-structuring.

Clearly, the China National People’s Congress strategy discussion reported by Sharpe

suggests many factors for consideration when looking at success and failure during higher

educational mergers.

From carrying out an historical and documentary analysis of policy change in China, Mok
(2005) attributes the changes on the education structure in China to the pressures of
globalization creating a drive towards a more competitive and etficient system. Before the

late 1970s the influencing model was the Soviet Union. However the opening up of the
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cconomy to the outside world made the old higher education model inappropriate. Reform
emphasised local responsibility, diversity of opportunities, multiple sources of funds and
decentralization of power. There was major re-structuring. In 1998, 1999, and 2000, the
leadership of 151, 59 and 97 universities, respectively, were transferred from central state
council and central ministries to local governments. In fact, university mergers occurred
from 1994 onwards, and in year 2000, 556 higher education institutions merged to become
232 nstitutions. This is seen as the ‘rolling back’ of micro control by centralized state by

Mok, from intervention to deregulation to a marketization led model.

Previous research also contains several examples of failed mergers. Lamb (1988) described
some of the lengthy merger discussions that took place between the University of New
England and Armidale College of Advanced Technology in Australia from 1971 and 1983.
Both institutions had suffered declining student enrolments. However, the institutions could
not agree on how to amalgamate and focused on defensive strategies. There was resistance
inside the university to a greatly enlarged education faculty. Also, Armidale did not want to
lose its identity, and resisted the merger but was threatened with loss of federal funding.

However, following a political change this threat was withdrawn, so the discussions ended

and the two institutions remained separate.

Martin (1996) looked at the case of merging higher education institutions in South

Australia in 1991. The Dawkins (1987) proposal was for merging to produce one or two
large universities. The outcome was three universities: Flinders University merged with the
adjacent Sturt campus of SACAE (South Australia College of Advanced Education), the

University of Adelaide with the city campus of SACAE and the Roseworthy Agricultural
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College, while the Magil, Salisbury and Unidale campuses of SACAE amalgamated with
SAIT to form the new University of South Australia. The single university plan failed
because there were several losers and only one winner. The predicted economies and
greater course design flexibility failed against the protective instincts of entrenched
administrators. Several proposed mergers have indicated an overall difficulty in coping
with political and organizational change and factors such as centralization, job survival,

group dominance, coalitions of resistance, defensive strategies and federal/state rivalries.

Hoft (2004) highlighted the complexity of merging from the case of a merger idea which
failed. The idea was to merge a low achieving school with a nearby high achieving school.
There was strong opposition from parents of pupils at the high achieving school that they
did not want pupils travelling to a reportedly high crime area. However, many parents of
pupils at the low achieving school also opposed the merger because they didn’t want pupils
attending a school outside their community. Clearly, there 1s a need for consensus among
the affected people on both sides of the merger that merging will bring improvement for

them, otherwise merging has little chance of a successtul outcome.

It can de deduced from the above literature that, although there 1s some disagreement
among researchers concerning the effects of differing status and power and their intluence
on success and failure in merging, the chances of merger success appear to be enhanced 1t
some factors are included, such as - maintenance of trust, and no job losses (Humphal,
1971); large difference in size or status (Goedegebuure and Vos, 1988); strong strategic
leadership (Sehoole, 2005); a merger negotiation process, good planning, agreement of all
institutions (Harman and Harman, 2003); high transparency, and student consultation

(Harman, 2000); meeting needs of students, government or society (Hazelkorn, 2004); care

54



taken with naming, someone in control, sufficient finance, good role definition (Sharpe,
1999; 2003). Moreover, it can be deduced that for success other factors should be avolided,
such as - personal stress, uncertainty, anxiety, role conflict, ambiguity, distrust,
organizational stress (Humphal, 1971); highly competitive staff culture, political
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