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Higher ed is in a mature / declining market

* College closures and mergers reached new highs in 2019

* Enrollments declined / trending down ... the cliff is
coming

* Higher ed finances (institutions and students)

* Boards are making increasingly poor decisions

* Lack of differentiation among institutions

IS THE SHAKEOUT HERE?
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Enrollment goals are falling short
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Revenue goals are falling short
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Competition for students is thriving

Perceived Threat From Various Competitor Types

Existing competitors seeking

0,
to grow market share 77%
National universities scaling and 520
entering your geographic market °
Startups and alternative o
education enterprises 34%
THE CHANGE
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Innovation Is needed...

Product/Business Cycle Busincss
Optimization
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So Is execution...

“Most organizations don't fail for lack of
talent or strategic vision. They fail for lack of
execution - the routine ‘blocking and tackling’
that great organizations consistently do well
and strive to do better.”

- 'TT Rodgers

No Excuses Management

THE CHANGE
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Insanity:
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Governance



. ©
Key Messages of the 2019 Report INACD

The new mandate of the board leader

The pace and scale of change
as a are redefining how organizations
create and preserve value,

fundamentally different -
operating reality emerges D requiring a new board
governance model.

as a result of deeply
connected and
intensifying megatrends:

* Regulation
* Global competition

* Climate change BOARD Board leaders must
* Technology LEADERS transform how the board is

composed, operates,
interacts with the business,

5 Orchestrating these

shifts, in . . and holds itself accountable.
collaboration with This transformation to meet the demands

the full board, of the future requires 5 shifts:

requires a new ) .

leadership quality * Deeper, more proactive board engagement on entirely new and

fast-changing drivers of strategy and risk

* A more strategic, forward-looking approach to board renewal
through the lens of the shifting needs of the business.

* More dynamic, flexible board operations and structure

* Increased internal and external transparency about the workings
of the board

» More rigorous accountability for board and individual director
performance

© NACD 2019. All rights reserved.



A new mandate

* The role of a board and its members is to think strategically (big
picture)

* What'’s working, what isn’t
* What can we do as a board to help staff
* The role of the administration and statf is to implement the
strategies and policies the Board develops (tactically)

* The Board should work collegially with the administration and
staff, and should not micro-manage

THE CHANGE
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The old model (that doesn’t work any
more)

a
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The new model

President /
Administration

Trustees




Board leaders must transform themselves...

» Have the right skills and experience to effectively govern and lead

* Review and adopt or reaffirm the institution’s mission and vision
statements and key institutional policies

* Set, approve, and broadly oversee implementation of the
university’s strategic direction and policies

* Monitor student achievement indicators, including retention and
graduation rates, student learning, job placement, etc.

* Maintain the university’s financial and governance strength

* Assess culture and risk, including cyber security

» Hire and hold the university president and through the president,
the staff, accountable for results

* Create a culture of continuous improvement, including evaluating
itself for effectiveness

THE CHANGE
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Skills matrix
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Facilities &
Real Estate

HR/
OD/Culture

IX

Governance

International
Relations

Strategic
Alliances

Ills matr

Sk

Marketing

Finance
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Suggested board committees

* Academic Affairs Committee

* Finance Committee

¢ Audit Committee

* Fundraising Committee

* Nominations / Governance Committee
 Strategy and Risk Committee

* Athletics Committee

* University Life Committee

THE CHANGE
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It's not the board'’s role to micromanage but...

"You know, I REAL-L-L-L-L-Y hate it
when he micromanages.”




This model doesn’'t work either . ..

T SECOND THE MOTION THAT WE
KEEP A LON PROFILE.




I3 YOUR } ("1 cAN'T DO
PROJECT) | A pLAN
PLAN ONTIL YOU
DONE? TELL ME THE

STRATEGY.

54k

MY STRATEGY 15
TO MAKE YOU DO
A PLAN.

7{”"19 @ 1998 United Faature Syndiesle, Inc.

SOMETIMES THE
LEADERSHIP JUST
RADIATES FROM
MY BO0DY.
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University strategic management process

Board of Trustees Corporate

Retreat & Meeting

INITIAL PLANNING FOR YEAR

» Case for New Initiatives

» Economic / Competitive
environment scanning

* Year 1 Targets (metrics)

* Role Model Presentations

First Quarter

Intense
Energizing

of Possible New
Initiatives and
Programs
Across
Institution

¢ Re-Launch of Current Initiatives

January

December

Executive Committee and

Cabinet

» Board Agenda

¢ Individual program initiative
highlights

* Initial plans for new year

* HIPO recommendations

February

November

Operating Plans

Presented:

Academic and Business

Leaders

* Results of program and
initiatives reviews

» Business unit results
against operating plans

» Economic / Competitive
environment scanning

Fourth Quarter

Copyright © 2020 The Change Leader

Executive Committee and
Cabinet Retreat

Business and Senior

Academic Leaders

« Early Learning?

» Faculty and Student Reaction?
« Initiative Resources Sufficient?
* HIPO Recommendations

March

October

Board of Trustees Meeting

» Next-Year Operating Plan
Focus

* Role Models Present Initiative
Successes

* HIPO Recommendations

» All business and academic
dialogues: What have we
learned?

Second Quarter

Anonymous Online Finalize Strategic and

Student Survey: Academic Plans:

» Economic / Competitive Business and Academic
environment scanning  Leaders and Staffs

* Are we heading inthe < Level of commitment/
right directions? quality of talent

» Do students feel it? - Differentiation (20% /
« Sufficient resources to 70% / 10%)
execute? * Resource planning -
» Messages clear & Promote / Reward /
credible? Remove
April | May |
September August
Executive Committee and Informal Idea

Exchanges at
Academic and
Businesses for
next year

Cabinet

* HIPO Recommendations

e Clear Role Models
Identified

¢ Outside Institutions Best
Practices presented

« Initiative Best Practices (All
unities)

» Stakeholder Impact of
Initiatives

Board of Trustees Meeting

* Approve plan for next year
* Initiative Best Practices

* Level of commitment/

* Review Initiative Leadership
» Stakeholder Impact

* HIPO Recommendations

June

July

Executive Committee and

Cabinet — 1-3-Year Strategy

« Economic / Competitive
environment scanning

» General Financial Outlook

« Initiatives Update/ Strategy

« Stakeholder Impact

« Initiative Resource
requirements

Third Quarter

THE CHANGE
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Board members are fiduciaries

* Fiduciaries hold special position of trust

* Fiduciaries must act with the highest good of the
organization in mind

 Fiduciaries have a higher standard of care than
professional staff (this includes the university
president)

 Fiduciary responsibilities are collective and personal,
and cannot be delegated away

THE CHANGE
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Mergers and Alliances



The higher ed landscape is changing...

The casualties from 2014-2019...
* Privates
* 129 closed their doors
* 18 merged with other privates
* 12 reorganized to consolidate administration
* Publics
* 11 closed their doors while 20 have merged
33 have acquired privates
» For profits
* 1094 closed since 2014
* Mega-mergers - Purdue-Kaplan and Strayer-Capella

THE CHANGE
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Myths around mergers

Mergers are:

 Solely for failing institutions

* The proverbial ‘third rail” of strategic options

* About being acquired and losing identity, brand, and
history

 Absolutely unique (especially mine)

THE CHANGE
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Why merge?

 Increase market share and enrollment
* Reach underserved target markets

* Increase programs and offerings

* Acquire new technologies

* Bolster bottom line

THE CHANGE
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Barriers to mergers

» Failure for consideration as a strategy

* Lack of vision by governing boards and leadership

* Lack of strategic planning / eye toward sustainability
and growth

* Focusing on incremental vs. transformational change

* Waiting too long

* Culture, and especially faculty

THE CHANGE
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Financial research

* Market comparables (are your competitors selling for 3x
revenues or 12x EBITDA? Are you growing faster than
the competitors?)

*  Whether the buyer is a financial buyer (such as a PE firm
that may value your business based on a multiple of
EBITDA) or a strategic buyer (that may pay a higher price
because of synergies and strategic fit)

 Determine valuation

* The trends in your institution’s historical financial
performance

* Your institution’s projected financial growth

THE CHANGE
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https://www.allbusiness.com/barrons_dictionary/dictionary-ebitda-4964050-1.html

Process for mergers

« NDA

e Investment bankers / consultants
* Lawyers

* Negotiation

* Letter of Intent

* Institution preparedness

* Employee / faculty issues

¢ Deal terms

» Keeping the eye on the ball

THE CHANGE
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Integrating after the merger

* Program mix
* Operations
* Personnel

* Technology
* Leadership
e Culture

THE CHANGE
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Leading through a merger

* Move from strength, not desperation

» Consider collaboration options

» Complementary partners, not just similar ones

 Faculty buy-in

» Transparency, especially with faculty

* Accreditor challenges

» Positioning and differentiation critical to recruitment efforts

THE CHANGE
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Tips for considering a merger

* Move from strength, not desperation.

* Consider the continuum of collaboration options.

* Look for complementary partners, not just similar ones.

* Engage faculty early on, and be as transparent as possible.
* Be prepared for accreditation challenges.

* Refocus recruitment efforts during the transition.

THE CHANGE
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Cautions...

* Don't wait too long

* Sweat the details

» Pay attention to culture
* Transparency

* NP vs. FP mentalities

THE CHANGE
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Keys for a successful merger

 Retain capable and experienced M&A advisors

» Check emotion at the door — don't allow yourself to get too
high or too low during the process

* Don’t jump at the first offer
* Don’t hold out for a marginally better offer
» Know when your position is weak or strong

* The market is the best way to determine your company’s
valuation

THE CHANGE
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Takeaways

» Uptick in mergers # imminent collapse of higher ed
* Not all mergers and acquisitions are negative.

* Long-term sustainability should drive mergers

* Plan ... plan ... plan

* What is your valuation?

* Look for synergies

 Financial vehicles that increase access for students.

THE CHANGE
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Higher Ed Leaders
Must be Innovators



Five myths of innovation

MYTH 1
Innovation MYTH 2

is the same Innovation
MYTH 5 as creativity is technology

Innovation and new
leaders products
are born,

not made

MYTH 3
MYTH 4 Innovation:
Innoyation There is not

is possible enough time
without for it
failure

THE CHANGE
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Why innovation is critical

Product/Business Cycle Busincss
Optimization
[e————
Market :
Development |
£ =
= |
e Concept |
(e Development I
Concept :
Creation
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Innovation is not compulsory

But neither is survival

THE CHANGE
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Innovation is like baking a cake...

Skills Process Environment Content Results

Generators + Cycle +Context + Content — Innovation

THE CHANGE
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The innovation cycle

Innovation leaders
think holistically and...

I Model the Generators
Il Promote Cycle Thinking

Allign the Context

THE CHANGE
LEADER, INC
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@Golnnovate! 2004

Creativity

Phase1:
Visualizing
theldeals

Phase 2:
Measuring
the Gaps

Phase 3:
Strategizing
the Approaches

gha sed:
rojectizing
theJDetaiIs

Phase 5:
Orchestrating
theResults

The innovation cycle

o Model the Generators e Promote Cycle Thinking a Align the Context

©2004 Golnnovatel'Andrew Papageorge. All Rights Reserved
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Exercise to improve innovation

GO

A

FOCUS <
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Exercise to improve innovation

Quantity not quality

el”
%‘

Don’t be logical

Not about
being right « -

2 No evaluating

/

Welcome
radical ideas

Free associate ideas

THE CHANGE
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Exercise to improve innovation

Quality counts Value differences

o

Speak Out

Listen carefully

THE CHANGE
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Exercises that improve innovation

Do not
Focus
while
Scanning

Do not
Scan
while
Focusing

@Golnnovate! 2004



Wrapping Up

THE CHANGE
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Successful higher ed leaders demonstrate...

1. Holistic thinking — leaders focus on the big picture,
measure outcomes, and innovate

2. Alignment of strategies, organization structure and
processes — planning, implementation, and change are

the primary job of leaders

3. Attunement of stakeholders — people support what they
help create . . . ownership leads to a shared vision which
enables smooth implementation and real change

THE CHANGE
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I3 YOUR } ("1 cAN'T DO
PROJECT) | A pLAN
PLAN ONTIL YOU
DONE? TELL ME THE

STRATEGY.
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SOMETIMES THE
LEADERSHIP JUST
RADIATES FROM
MY BO0DY.
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Building leaders

\ |/

——

your -~ w

BossS's
Limit
for You

i

Limit

THE CHANGE
Copyright © 2020 The Change Leader LEADER, INC



People need encouragement.

They have an innate desire to know
they are making a contribution

and that
you believe in them

Jim Kouzes & Barry Posner

THE CHANGE
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Leaders help people out
OR
Help people out (of the organization)

THE CHANGE
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Questions?



Thank you for your participation

Drumm McNaughton, CEO
The Change Leader, Inc.

Rob Hartman, CFO
Columbia International University
(505) 369-1159 (O)

(760) 740-0200 (M)
drumm@thechangeleader.com

https://thechangeleader.com

THE CHANGE
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