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The Nature of Change

It is a paradox of organizational life that situations and problems that cry out most strongly for change are often the very ones that resist change most stubbornly.

On logical grounds, this is most difficult to understand. If, in economic terms, firms are rational, resource-allocating mechanisms for optimal performance, then proposals for increasing output or efficiency by changing methods, procedures or organization should be easily discussed and adopted. And this should be particularly so in situations where performance is far from optimal.

Yet, as anyone who has tried it knows, this does not happen. The most likely response to a change proposal is a series of outraged objections, some relevant (for no proposer of an important change can have thought out all the implications), some irrelevant (just waiting for an opportunity to surface and using this particular one).

The most likely result is that nothing happens, but if the proposer has sufficient persuasiveness, there is a cosmetic change but the underlying situation remains unaltered or soon reverts to what it was before; if the proposer has sufficient power, the change is pushed through but at the cost of conflict, resentment and reduced motivation which result in negative consequences which were not intended and which may be greater than the benefits.

As a behavioural scientist, I get involved in situations, for example, where a traditional administrative consultant's 'rationalization' has been railroaded through by top management, and where the indignations and resentments still fester among the management and staff affected, two or three years after the event.

On psychological grounds, which are not necessarily the same as logical ones, these results are easier to understand. Most individuals react to threats and unknown dangers by going rigid (which is why the exploits of 007, who becomes more flexible and creative the greater the danger, make such an attractive fantasy).
The most usual reaction of a manager or department which is failing or under pressure is to go for 'more of the same'; to carry on doing harder what was done before, even if this is manifestly seen - by others - to be inadequate. As the frustration increases so the people will become aggressive – but aggressively rigid. Try suggesting a change in this situation, but be ready to duck, since in the extreme the aggression will not be limited to words. Clearly this is not the time for a rational discussion of change.

On organizational grounds too, resistance to change can be understood when it is realized that from the behavioural point of view, organizations are coalitions of interest groups in tension. Management vs. workers, production vs. sales, accounting vs. R&D, Union A vs. Union B, Head Office vs. production location: the groupings and the accompanying tensions are legion. The resultant organization is a particular balance of forces that has been hammered out over a period of time and which is continually subject to minor modifications through hierarchically initiated adjustments and cross-group negotiations.

A real change proposal, that will almost inevitably change the current balance, is thus likely to encounter resistance. And when this is compounded by psychological resistance from rigid people under threat, it is not surprising that managing change is difficult.

It is for this reason that one of the most basic characteristics of organizations is that they are what is called ultrastable. They find it difficult to change, not just because of inertia but because they run like mad to stay in the same place. It is not that unusual for me to be told by directors, managers and shop stewards in a firm that personally they would like to see change made, but it cannot be done.

So real organizational change often comes about: much too late, in situations of considerable failure (orders lost, profits down, budgets out of control, morale low, resentment high); with little time for thought and only scant consideration of alternatives because of the need to cope with the emergency; and paying the price of considerable frustration, conflict and dislocation in order to live to fight another day.

An effective manager, on the other hand: anticipates the need for change as opposed to reacting after the event to the emergency; diagnoses the nature of the change that is required and carefully considers a number of alternatives that might improve organizational functioning, as opposed to taking the fastest way to escape the problem; and manages the change process over a period of time so that it is effective and accepted as opposed to lurching from crisis to crisis.

Here are four principles for understanding organizational change:

Principle One: Organizations are organisms. They are not mechanisms that can be taken apart and reassembled differently as required. They can be changed, but the change must be approached carefully with the implications for the various groupings thought out and the participants convinced of the worthwhileness from their point of view. They must be given time to understand the change proposals, and to 'digest' the changes after they have been made. Do not make changes too frequently; they are too hard to digest and will become dysfunctional or cosmetic.

Principle Two: Organizations are occupational and political systems as well as rational resource-allocation ones. Every reaction to a change proposal must be interpreted not merely in terms of the rational arguments of what is best for the firm (which are the ones actually used). The reactions must also be understood in relation to the occupational system (how will it affect the ways of working, number of jobs, career prospects, motivation, of the particular person or group whose arguments are being heard) and the political system (how will it affect the power, status, prestige of the group?).

Principle Three: All members of an organization operate simultaneously in all three systems - the rational, the occupational and the political ones. Do not make the mistake of becoming cynical and thinking that the occupational and political aspects are all that matter, and all arguments are merely rationalizations to defend a particular position. The arguments by which the Human Resources Manager, for example, resists a diminution in the department's functions will be real ones, even though they will inevitably be suffused with occupational and political considerations.

Principle Four: Change is most likely to be acceptable and effective in those people or departments who are basically successful in their tasks but who are experiencing tension or failure in some particular part of their work. They will have the two basic ingredients of confidence in their ability and motivation to change. The next most likely to change are the successful. They will have the confidence but must be interested in developing the motivation. The least likely to understand and accept change are the unsuccessful. They will attempt to protect themselves by their rigidity.

These principles are very important in designing a change process, in deciding where to start and what methods to use.

For effective change to take place, therefore, a manager must anticipate the need for change so that time is available, and manage the process over that time so that the two relevant characteristics of the people involved (i) their confidence in their ability and (ii) their motivation to change, can be maintained and developed.

Organizational Development (OD) Strategies

The manager who proposes to initiate change has available a number of OD strategies. Those most frequently used are listed (and italicised) in the boxes of the matrix of Table 1. Also listed in each box are the presenting problems and symptoms that are indications for the corresponding strategies to be used. The Pugh OD matrix of Table 1 represents the present author's conceptual framework for understanding and diagnosing what change is necessary in an organisation, and what methods to consider and directions to go in initiating the change process.

TABLE 1 THE PUGH OD MATRIX 

Diagnosis and methods of initiation of change

	
	Behaviour
(What is happening now?)
	Structure
(What is the required system?)
	Context
(What is the setting?)

	Organizational level
	General climate of poor morale, pressure, anxiety, suspicion, lack of awareness of, or response to, environmental changes. 

survey feedback, organisational mirroring
	Systems goals poorly defined or inappropriate; strategy inappropriate and misunderstood; organisation structure inappropriate; centralization, divisionalization, standardization: inadequacy of environmental monitoring mechanisms.
change the structure 
	Geographical setting, market pressures, labour market, physical conditions, basic technology.
change strategy, location, physical set-up, culture (by saturation OD) 



	Inter-group level
	Lack of effective co-operation between sub-units, conflict, excessive competition, limited war, failure to confront differences in priorities, unresolved feelings.
inter-group confrontation (with third party as consultant), role negotiation
	Lack of integrated task perspective; sub-unit optimisation, required interaction difficult to achieve.
redefine responsibilities, change reporting relationships, improve co-ordination and liaison mechanisms 
	Different sub-unit values, life style, physical distance.
reduce psychological and physical distance; exchange roles, attachments, cross-functional social overlay 



	Group level 
	Inappropriate working relationships, atmosphere, participation, poor understanding and acceptance of goals, avoidance, inappropriate leadership style, leader not trusted, respected; leader in conflict with peers and superiors.
process consultation, team building 
	Task requirements poorly defined; role relationships unclear or inappropriate; leader's role overloaded, inappropriate reporting procedures.
redesign work relationships (socio-technical systems), autonomous working groups 
	Insufficient resources, poor group composition for cohesion, inadequate physical set-up, personality clashes. 

change technology, layout, group composition.

	Individual level
	Failure to fulfil individual's needs; frustration responses; unwillingness to consider change, little chance for learning and development.
counselling, role analysis, career planning
	Poor job definition, task too easy or too difficult.
job restructuring/modification, redesign, enrichment, MbO 


	Poor match of individual with job, poor selection or promotion. inadequate preparation and training, recognition and remuneration at variance with objectives.
personnel changes, improved selection and promotion procedures, improved training and education, bring recognition and remuneration in line with objectives. 


There are two dimensions to the matrix which represent the two main factors that have to be identified during the diagnosis stage of the OD process: level of analytical focus and degree of required intervention. 

Level of analytical focus

Where is the problem located in the organisation? What level of analysis is the diagnosis going to focus on? Do the causes stem basically from behaviour at the level of the:

•
individual 

•
group

•
inter-group

•
organization? 

These levels are represented by the rows of the matrix. For example at the individual level, the bottom row of the matrix, the presenting symptoms might include: unwillingness to consider change, task too easy or too difficult, poor match of recognition and remuneration with objectives. These sorts of problems would indicate an analysis at the individual level. Other problems would suggest different levels, as Indicated in the matrix. Thus inappropriate working relationships would suggest group level investigation, lack of effective co-operation between departments would point to an inter-group focus, and a generally poor climate of morale would indicate organisational level work. It is important to underline that by 'level' here we are talking about level of analytical focus, not level in the organisation. Thus 'poor job definition' at the individual level may apply to any level in the organisational hierarchy, from shop-floor worker and first-line supervisor to Chief Executive and Main Board Chairman. Similarly, the groups concerned with poor group relationships may range from the professional social work team to the Regional Management Board. 

Degree of required intervention

What is the basic nature of the problem, in terms of:

•
behaviour (what is happening now?)

•
structure (what is the required system?)

•
context (what is the setting?)

and therefore what is the degree of intervention required ? 

This dimension is represented by the columns of the matrix. The first (left-hand) column is concerned with current behaviour symptoms which can be tackled directly. Since it suggests methods and changes which address the symptoms without intervening into the required system or setting, this column comprises the least radical of the development strategies. Indeed in some cases the results may not be recognised as change at all – merely as overcoming some difficulties in the proper workings of the current system. Thus in one application, as the result of a team-building exercise with a Ward Sister and her staff, the functioning of the ward, the morale of staff, and the standard of patient care all improved. The Hospital Management Committee regarded this process not as a change, but one of getting the organisation to work properly.

But it may be that this degree of intervention is not sufficient to achieve the required aims. It could be that however improved the group atmosphere and leadership style, the group will not function well because it is not clear what the organization requires of it, adequate information to carry out the group task is not available at the appropriate time, and the tasks are inappropriately divided and poorly allocated to the members of the group. In these circumstances, the second column, concerned with organizing the required system, is the appropriate degree of intervention. This is a greater degree of intervention because it may require change in the structure, systems, information flows, job design, etc., which inevitably affects a much wider range of the 'organizational environment' of the particular group. Even this degree of intervention may be insufficient. The problems may lie in the contextual setting (changing market pressures, physical distance, poor group composition, poor promotion procedures, etc.). Then the degree of intervention in the third (right-hand) column is appropriate. This is a still greater degree of intervention requiring strategy changes, considerable expenditure of resources (both financial and human), and carrying with it greater likelihood of disruption with its attendant costs. It is not, therefore, to be undertaken lightly. 

Since going from the first column of the matrix, through the second to the third requires a greater and greater degree of intervention and commitment by the organization, it is clearly sensible to start at the first and work as far across to the third as you have to – which may of course, be right across if that is the nature of the problem. But be sure it is.

Rules for Managing Change

Having used the Pugh OD Matrix to decide what is to be changed and what approach you are going to take, you need to inaugurate an effective process that is sensitive to the nature of the problems that change inevitably presents.

Here are six rules for managing change effectively:

Rule One: Work hard at establishing the need for change. This may seem hardly necessary to the change proposer, but what may be an obvious need to him/her may not be seen as such by the others involved. What may be seen as an obvious need for improvement in their control procedures by the accountants may be seen by the marketing staff as yet another attempt to reduce their autonomy and responsibilities.

Effective reasons for changes are those that can be accepted by many of the interest groups and people who will be involved. For example, needs which can be demonstrated to flow from changes in the firm's environment (changes in customers' behaviour, competitors' tactics, Government policies) will find greater acceptability as being relevant to all, than purely internally generated changes which are more likely to be viewed in the political system.

Rule Two: Don't only think out the change, THINK THROUGH IT. It is not enough to think out what the change will be and calculate the benefits and costs from the proposer's point of view. The others involved will almost inevitably see the benefits as less and the costs as greater. By 'thinking through' is meant the need to consider consciously and systematically what the change will mean for all the parties involved, or what they will see as their costs and benefits.

For example, consider systematically for all groups involved:

• will the change alter job content;

• will it introduce new and unknown tasks;

• will it disrupt established methods of working;

• will it rearrange group relationships;

• will it reduce autonomy or authority;

• will it be perceived to lower status;

• will it be established without full explanation and discussion?

It is in the answers to these questions, which identify the potential points of resistance to the change, that the manager can get a fuller understanding of what is involved for all. And on the other side consideration must be given as to what are the benefits in pay, status, job satisfaction, career prospects which are generated as well as the increase in performance.

Rule Three: Initiate change through informal discussion to get feedback and participation. No one person or group can hope to foresee correctly all the ramifications of a real change in policy, structure, procedures or products. So it is important to get discussions going to get feedback to enable the manager to evaluate the proposal fully from all points of view. He/she needs to discover whether the change is correct in principle or not, and what modifications, if any, will improve it.

In addition, in modern organizations effective change is a participative process. Early discussion allows the necessary participation of those affected to take place, since this is what generates commitment to the changes and develops the motivation to make them work. The change proposer has participated a lot if it is his/her idea, which is why he/she is committed to it. Others must have the opportunity to go through this process too.

Rule Four: Positively encourage those concerned to give their objections. This rule may be regarded as rather perverse by an enthusiastic manager who is pushing the change proposal and whose natural inclination is to ride over or belittle objections. But it is an important part of an effective change process for two reasons:

First, because people who have a change pushed on them without account being taken of their objections inevitably lose some confidence in their abilities ('If we are good, why is it that nobody listens to us?’). This leads to rigidity. Flexibility is encouraged by people seeing that they can contribute and make an impact. 

Second, any current situation is the resultant of a balance of forces. If the forces pressing for change are increased, the forces resisting change do not go away even if they are not brought out into the open. It is important to ensure that the resisting forces are identified and dealt with in their own right.

For example, a change proposal may lead a departmental group to be concerned with their ability to work a new system or to doubt its appropriateness. This may be tackled as a problem in its own right by means of a trial run and a training programme. Or a proposal which leads to a reduction in autonomy on one aspect of a job may be compensated for by increased autonomy in another aspect.

Rule Five: Be prepared to change yourself. This is probably the most important rule of all. Modern managers cannot afford the luxury of believing that 'change is for other people', since managers who propose to initiate change, join in the process and must themselves be prepared to change.

There are two corollaries to this rule. Don't fall in love with your own idea. It may be good, but it could well be improved after the discussions and objections are taken into account. Overcommitment by the manager at too early a stage leads to rigidity again. It is essential to split a proposal into its general and specific aspects, starting the discussion on the more general aspects of principles and approach. Do not overplan the details at this stage, leave this until the feedback has shown that the direction is accepted as appropriate. The detailed planning may then take account of the information generated by the whole process.

The second corollary is that change may be 'bottom up' as well as 'top down'. Change does not have to be initiated from above. A manager who is prepared to change may well consider ideas initiated from below. A very good way of obtaining ideas for improvement is to carry out a survey of subordinates' views. Many managers have been surprised at the quality of proposals that can be unlocked by this method.

Rule Six: Monitor the change and reinforce it. When the change has been carried through, check after a suitable time to see if it is working well and giving the benefits that were argued. If it does not, minor modifications will be in order (but beware of changing in a major way again too quickly).

If the change is working well and the benefits can be demonstrated in, for example, improved efficiency, higher turnover, more satisfaction, tell every one that this is the case. This is most important as it gives reinforcement to those involved (who are otherwise more likely to remember the dislocation than the benefits) and for others helps to set up an organizational climate in which change can be seen to be beneficial.

(This chapter was developed from material that originally appeared in Accountancy Age, The London Business School Journal, and the Open University Business School Course on Change Management.) 

( Derek S. Pugh







