The Management of Change

The pace of change in today’s business world is faster than it has ever been at any other time in history and this means that businesses must be flexible and ready to adapt to rapidly changing circumstances. Of course, changes in the way a business operates means changes for the people that work in that business - and this is where the problems begin.

Behavioural studies and experience show that people resist change, and that this is a natural and normal reaction. Given that organisations can no longer avoid change, it requires careful management at the highest level to ease disruption and reduce resistance from both staff and managers. It is clear that poorly managed change leading to rumours and gossip will lead in turn to lower staff motivation, a lack of co-operation, lower productivity, and higher staff turnover.

It is also clear that firms will increasingly value staff that show themselves to be flexible, adaptable, mobile (willing to change both physical location and job role), and open to new ideas. 

It is worth noting that it is often middle and senior managers that are the most vocal resistors to change.

A change catalyst may be a person, event or factor, internal or external to the organisation. It provides the initial energy that sets the change process off.

The change agent is the person or event that drives the change process.

Activity 1.
In small groups, list the arguments for and against using an outsider or external change agent to manage change in an organisation.

___________________________________________________________________________
The Causes of Change

The need for a business to change originates from all directions. The specific environment of an organisation is its immediate circle of contacts. This includes suppliers, customers, services, trade unions and the official bodies that it deals with. The simpler the operations of the organisation, the less complex will be its network of contacts. However, the scope for complexity is still extensive for even the smallest enterprise.

The organisation’s specific environment is surrounded by the general environment. This includes the political, economic, social and technological elements that make up the environment.

The relationship between the organisation and its specific and general environments is shown below:

Changes in the general environment have an impact on the specific environment. For example:

(a)
customers’ tastes, disposable income and spending patterns

(b)
suppliers’ products, sources and links

(c)
service operations such as automatic repair scheduling, availability and range of work that can be sourced externally

(d)
competitors’ products, prices and promotions

(e)
unions’ power, co-cooperativeness and members

(f)
regulatory bodies’ scope, powers and attitudes

The specific environment feeds back information and pressures to the general environment. Social changes affect the pattern of demand, along with economic influences such as changes in interest rates. The organisation’s recruitment and investment intentions feed back into the general economic environment as part of the emerging trends; for example, increased demand for part-time workers has social repercussions.

Some examples of change are given below:
Government Policy
· Government policy stresses the benefits of the free market. This means that firms must be efficient in what they do and become market oriented (i.e. adapt rapidly to the needs of their consumers) or else they will fail.

· Governments also provide laws concerning health and safety, employment, the environment, etc. that firms must follow.

· The decision of the European Court of Justice that the maximum working week of 48 hours applies in the UK brought a sudden change to UK employment regulations.

· The UK government decision to limit the expansion of out of town shopping will change town centres and may lead to take-overs as chains try to fill gaps in their locations.

· EU rules on computer products and electrical interference are causing a change in the requirements for these products.

Economic environment
· Changes in the economic environment caused by Government policy or external factors like oil prices can have a strong effect on businesses, e.g. a reduction in demand caused by an increase in interest rates can lead to firms making many people redundant.

· Interest rates may rise to control inflation, making borrowing more expensive, cutting investment, reducing demand for products and, by strengthening the pound, reducing exports.

· If the economy slips into recession, employment and demand will be reduced.

· A fall in sterling exchange rate makes UK assets appear relatively cheap and attracts foreign investment in UK businesses.

· Tough trading conditions in foreign countries may bring more imports to compete with UK firms.

Technological change
· Rapid technological progress leads to changes in products and production methods, e.g. computerisation of invoicing and accounts and automation of production lines. This leads to firms needing fewer workers. Workers also need to be more highly trained.
· Biotechnology has created many new products in medicine and improvements to plants to make them disease resistant and to increase yields.
· Computer advances have transformed the way we work and communicate. Processes can be automated and information can be stored and accessed in ways that are impossible without IT. A network can link everyone in an organisation and give them access to data. Firms link their networks so that suppliers are constantly updated about their customers’ needs. Electronic data interchange (EDI) is used to track exports across the world.
Globalisation
· The shrinking globe caused by better transport and communications (e.g. the Internet and shopping by television) means more opportunities, but also more competitors, on a global scale for all firms. Competition in the European Union is a topical example.
Cultural and Social changes
· Cultural and societal factors such as norms and values, use of language, care for the environment, the role of women, and so on have a strong impact on business. For example, the 1950s washing-up liquid brand name ‘Gay’ was changes as society gave the word ‘gay’ (which used to mean only ‘merry’) an additional meaning.
· People are more interested in environmental matters, and this affects business by generating changes in the demand for products and altering the social expectations of how firms behave.
· Population changes can happen quickly. Many people have already left Hong Kong. Fijian Indians have left Fiji in large numbers since the 1987 coup gave more power to the 51% of the population who are indigenous Fijians.
· Gradual change, as in the UK with an ageing population, can change markets and the structure of the labour force.
· Since 1983 more women have entered the labour force, more men have taken on what were previously regarded as women’s jobs and, partly as a result of economic factors, part-time work has become sought after by large numbers of men and women.
· An increase in the numbers of graduates from higher education leads employees to have higher expectations of their jobs.
· Consumers of course are selective about what they buy and this is taken to its extreme with fashion items (e.g. flared trousers or drainpipes) and fads (e.g. Power Rangers).
Competition
· Competitor’s actions will be an incentive for change. Firms must not be left behind in the market place. Many firms also follow a ‘me too’ strategy which sees them copying their competitors’ best ideas.
Internal organisational changes
· Internal factors e.g. promotions, reorganisations, expansions, the need to reduce costs and/or increase profits, etc., will cause at least some things within a firm to change significantly, e.g. working relationships between people.
___________________________________________________________________________
Activity 2.
Make a list of all the changes that you have witnessed, throughout your working life, including a consideration of the reason for each change. Organise your list into ‘internal changes’ and ‘external changes’.

___________________________________________________________________________
Activity 3.

How do you react to / deal with change?

___________________________________________________________________________
Why people fear and resist change

The primary fear is that there may be redundancies due to the change. Either human skills that have been acquired at great effort over many years may no longer be of value, having become obsolete, perhaps following automation, or there will be a requirement to retrain for new skills that some people fear they will not be able to cope with; e.g. typesetting is now largely a task carried out using computers in the magazine and newspaper printing industry.

Possible loss of status or reduced opportunities for promotion are other fears, e.g. where Head Office departments lose power and influence after the process of decentralisation, or simply where there is a change of leader within a group, e.g. a new managing director or head of section. Alternatively, people may simply not wish to be moved away from friends on a production line, or fear that after the change they will have more work to do with no extra reward. They may also resent having not been consulted about proposed changes until after the decision has been made, e.g. Barclays’ Bank recent announcement that it intends to close a great number of its branches. 

Organisational and industrial factors may make resistance stronger and/or more likely. Resistance will be more pronounced in an industry or organisation where change is not regarded as the norm. In addition, organisational characteristics may inhibit flexibility, e.g. competition between groups, or an organisational structure that prevents good communication.

Maslow’s hierarchy of needs can be applied to people’s fears about change, as shown below:

Force-Field Theory

Lewin (1951) contributed his classic notion of ‘force-field’ theory as a way of demonstrating what process is at work in the move from one state of equilibrium to another.

Basically, Lewin’s theory states that behaviour is the result of equilibrium between two sets of forces - driving forces and restraining forces. Thus in any organisation, at a particular point in time, a number of factors will act as restraining forces (e.g. employee disillusionment with management).

The basic ‘force-field’ model can be summarised as below:
Force-field Theory
Forces resisting change /
maintaining status quo
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Forces for Change

The ‘force-field’ model can be used to map out conflicting issues in a changing situation. The figure below gives examples of the kinds of factors that can emerge on both sides of the line of equilibrium when a management team decides to introduce new ways of working involving multi-skilled activities.

Applying Force-field Analysis
Forces resisting change / maintaining the status quo

	Individual fears about job security
	Staff contentment with current system of working
	Trade union suspicions that changes will be used to enforce redundancies and/or reduce pay levels
	Middle management anxieties concerning implementation of the changes
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	Senior management’s desire to achieve cost competitiveness and survival of business by enhancing technology and broadening staff skills / responsibilities

	Existence of competitors ready and willing to take over the company’s customers / business
	Concern of all staff regarding survival of the business / their jobs
	Prospects of multi-skilling attractive to many staff
	


The opposing forces above represent the reality of the situation, as it appears to those concerned. The most productive way forward for the senior management is to tackle both sides of the line at once, building on the forces for change by exploiting people’s desires for survival and possible new challenge, and reducing the effects of resistance by allaying fears and anxieties.

The important point about the opposing forces is that they exist to the extent that individuals perceive them as existing. For example, if the management believe that their employees are resistant to the idea of implementing new technology in the offices, they will conduct their proposals for introducing change in a rather different way than if they believed that the employees were generally in favour of the new technology.

The natural tendency among humans appears to be to utilise driving forces to become stronger (resistance hardens). Therefore, the likelihood is that the change agents involved will aim to focus on removing or weakening restraining forces rather than on increasing the driving forces. Therefore, for example, instead of using threats of redundancy, demotion and top management sanctions to persuade people to adopt new practices, the change agents will try to identify the obstacles in the way of embittered individuals or unhelpful procedures, and see how they can be changed. If the source of discontent of embittered employees can be displaced by helpful procedures, or removed altogether, then another source of restraining forces has been removed, or at least seriously weakened.

Lewin developed a three-stage approach to changing behaviour.

This approach involves ‘unfreezing’ present behaviour, ‘changing’ or developing new behaviour, and, finally, ‘refreezing’ or reinforcing the new behaviour.

Three-stage approach to changing behaviour
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Unfreezing is mainly concerned with providing individuals or groups with a motive for change, i.e. they must be able to see that change is not only necessary, but is also desirable.

Changing is mainly a question of identifying (with a change agent) what is more appropriate behaviour and then acquiring ‘ownership’ of this changed behaviour. The role of the change agent is usually critical at this stage.

Refreezing implies consolidating the new behaviour by providing various rewards from the organisation (pay, promotion, praise, etc.).

Of these three stages, the unfreezing stage is probably the most difficult to bring about successfully, since it is this stage that requires real motivation to move away from the status quo.
Techniques for the Effective Management of Change 

There are a number of strategies open to managers to help them to combat damaging rumours and to ease transition:

1. Managers should try to predict and plan for change, as far ahead as possible.

2. They should make as much information as possible available to the greatest number of people possible and as soon as possible. This will prevent rumours arising that damage morale.

3. They should encourage queries from individuals about issues they consider to be important and deal with questions patiently and in detail.

4. Managers should provide reassurances wherever possible about income, job security, working relationships and groupings, relocation, retraining, etc. There should be a creation by the organisation of a financial reserve specifically intended to protect employees from the adverse consequences of change. 

5. They should encourage participation by workers and management in all decisions relating to the change and from the very beginning. They should provide positive feedback, support and encouragement promptly (e.g. meetings, briefings, etc.) wherever people are at least prepared to discuss the implications of change. They should be prepared to negotiate wherever possible.

6. Managers should maintain existing work groups intact, while changing the content of their duties. They should prepare a ‘skills inventory’ of all the attributes, qualifications and experiences possessed by each of the organisation’s employees.

7. Managers need to be willing to delegate elements of a large change. They should instruct employees in how to cope with change, emphasising the need for transferable rather than purely job specific skills.

8. They need to stress any similarities between current practice and the new idea from the perspective of workers, managers, owners, and customers. They should, if possible, give examples of where the new idea has worked well elsewhere. This will make the change seem less threatening.

9. Managers need to use open language - be clear and concise about the changes (avoid ‘fudge’). They should also avoid blaming anyone for the changes or sounding guilty about having to carry them through.

10. Managers need to allow time for problems to work through at each stage in the process of change. People will become suspicious if they feel that things are being rushed through; change cannot be rushed. They may consider the introduction of employee bonus schemes that encourage the speedy implementation of change.

11.  Finally, managers need to have empathy: that is to say, they should try to understand the problems of other managers and workers from their own perspectives. They must remember that all human beings are individuals and have widely differing circumstances and perspectives.

Is Resistance to Change Ever Justified?

Resistance to change can be a positive thing if management listen to objections and learn from what is being said. For instance, inadequate discussion or worker participation in decision-making may be highlighted, or management may learn that they have failed to clarify the purpose and benefits of the change. At the extreme, objections and arguments against the change may show that the proposal was ill conceived and should be abandoned.

Note too that there can be too much change in an organisation. Whenever a change is implemented there is likely to be a period of lower performance and productivity from all concerned as they come to terms with their new circumstances. Just as many people feel tired and stressed for some time after starting a new job. This is known as the learning curve.

As time goes on one’s ability to perform any skill improves. Although we never stop learning, eventually the rate of improvement will slow until we reach a plateau - we usually know when we have reached our ‘ceiling’.

If there is too much change in an organisation then managers and workers will spend too much time in the lower reaches of the learning curve and will never be working to their full potential.

Too much change can therefore do more harm than good. An example of this is the recent trend in education, where constant changes in the National Curriculum, coupled with high-class sizes, have led to high levels of stress and ‘burnout’ and low morale amongst teachers.
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