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Part 3 of this series
focuses on transforming
your organization so
that it embraces change
as an ongoing way of
life. Parts 1 and 2
appear in the November
and December 2002
issues of T+D.
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By Patricia A. McLagan

CI lal lge is a relatively recent management

topic everywhere in the world. While it has always been an
issue, it’s now one of the issues. The number of books and
articles on change management has increased more than
100 times since the 1960s. In addition, the costs of change
failures are rising as organizations try (and fail) or make cost-
ly and repeated mistakes to implement complex and organi-
zation-wide initiatives such as reengineering, diversity
awareness, globalization, quality and productivity programs,
as well as complex alliances, mergers, and acquisitions.
Many surveys put change management at the top of the list
of executive concerns.

You can order parts 1 and 2 of this series at store.astd.org.
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One way to deal with change is to no-
tice when major changes are happening
and to implement each change using
methods such as those described in part 2
of this series.% “Success With Change,” No-
vember T+D A Managing change approach
is especially important when an organ-
ization isn't fundamentally designed for
success with change—and most organi-
zations aren’t. A managing change
approach is needed when, in order to im-
plement change, you must override and
supplement the normal processes of the
business. But managing changes as they
occur isn’t enough these
days. With the number and
complexity of changes in-
creasing, it’s time to rethink
how we design organiza-
tions. It's time to admit that
change is a way of life and not
an appendage to “business as
usual.” It's time to take a new
view of how your organiza-
tion works and must work
every day so that it isn't con-
stantly trying to override the
usual organizational process-
es. That requires a structural
and mental redesign of the
organization—a transforma-
tional approach.

Transformation
The world’s research is be-
ginning to provide insights about the
qualities of organizations that have an
inbuilt capacity for change. Specifically,
these organizations
« link present and future
« make learning a way of life
« actively support and encourage day-
to-day improvements and changes
« ensure diverse teams
« encourage mavericks
« Shelter breakthroughs
« integrate technology
« build and deepen trust.
How to implement those practices is
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just becoming clear. Creating a change-
friendly organization is a new and still
emerging pursuit. There are many ex-
periments and some promising results,
but there are as yet no robust models.
We live in a time of transition, in which
our concept of organization is being
challenged and changed. One thing we
can say with certainty is that what we
mean by organization will be vastly dif-
ferent in the future. We can also say that
the following practices are proving to
create what Daryl Conner calls a “nim-
ble” organization.

It’s time to

that change is a

way of life

and not an
appendage to

“business as usual.”

Link the present and the future. Re-
search suggests that change occurs more
fluidly when people bring the future in-
to current work. That means that in-
stead of—or in addition to—seeing
work as an extension of the past, we
need to think about the world, markets,
competitors, and opportunities that
may exist months and years hence, and
factor them into today’s decisions.
There are several ways to do that.
Several studies suggest that when teams
consist of some people who are present-
oriented and others who are future-ori-

ented, the teams perform better over
time. One study of 108 executives in
technology-based startups assessed
whether each executive was more pre-
sent- or future-oriented. Then they
looked at communication among the
executives. The findings were that sig-
nificantly better performance occurred
when a team contained both present-
and future-oriented executives and
when there was a lot of communication
among the exec team.

Another way to link the present and
future is to conduct low-cost experi-
ments with new ideas in the
current markets. One study
of changes in eight comput-
er companies in the United
States, Europe, and Asia
made this discovery: Suc-
cessful projects often incor-
porate emerging ideas into
present products, rather
than just developing entirely
new products.

For example, Swatch added
communications capability to
its watches, creating a pager
watch, representing a futuris-
tic yet anchored approach to
innovation. The company has
one eye on what it does well
and one eye on the possibili-
ties beyond current capabili-
ties—with the intent to bring
them together in the present. Part of the
lesson from those and other studies is to be
continually looking for new ideas that
build on core competencies.

Make learning a way of life. Knowledge
is becoming an increasingly more im-
portant source of competitive advan-
tage. That includes knowledge about
markets and the outside world, about
what works and what to avoid doing,
and about where to find expertise and
information. Organizations that find,
spread, and manage knowledge well can
respond and innovate faster. They have



less waste from people failing in the
same way over and over. Recent research
tells us that change-friendly organiza-
tions excel in knowledge movement and
management. Another way to say that is
they excel in learning.

Several important themes related to
accelerating learning are emerging.
One, it's important to expose frontline
people to new ideas. Many—perhaps
most—innovations and performance
improvements happen in the course of
daily work. Such improvements and in-
novations spread when frontline people
talk to each other and to suppliers. But
people at the top of the organization fo-
cused on the big picture often don't sup-
port worker communication with
suppliers and across work groups.
Worse, they may even discourage such
contacts. One interesting study exam-
ined 73 technical innovations in a
38,000-person firm with 13 different
locations. Only seven of the 73 innova-
tions spread between units. The innova-
tions that did spread did so primarily
through direct contact between employ-
ees and suppliers. The conclusion:
Make it easy for workers to talk with
and learn from each other and from
suppliers, or else develop more formal
ways to keep frontline people aware of
what’s going on related to their work.
Some ways to do that are field trips to
suppliers and involving frontline people
in purchasing decisions.

On a more formal level, accumulat-
ing evidence indicates that designing or-
ganizations to manage knowledge more
systematically and effectively has high
payoffs. One study of 158 global com-
panies in North America, Europe, and
Asia discovered such benefits as produc-
tivity improvements, faster speed to
market, increased market share, im-
proved sales volume, and cost reduc-
tions and avoidance.

Another study examined 24 com-
panies to discover the keys to using

knowledge in an organization successful-
ly. Success occurred in these conditions:

« aknowledge-friendly culture

« areward system for sharing knowl-
edge

o multiple channels for knowledge
transfer, especially encouragement of
personal contact across work groups.

All of those are embedded conditions
that go beyond any specific change pro-
ject or program.

It's all about creating and supporting
a learning and information-sharing ori-
entation. A study of 268 Australian or-
ganizations found that customer
retention, new product success, sales
growth, and return-on-investment are
significantly better in companies with a
learning orientation. That is, such com-
panies are better at creating, acquiring,
and spreading knowledge and helping
people bring that knowledge into ac-
tion. That study also indicates that a
learning orientation has a more positive
impact on overall performance than just
a market orientation, which focuses on
needs that customers say they have.
Market orientation is good for adaptive
change but seems to prevent radical
change: Customers usually want refine-
ments but don't request products when
they don't yet feel a need. Learning ori-
entation appears to go beyond that,
supporting the kind of creativity that
anticipates and even creates new cus-
tomer demands.

The behaviors of top management
has a significant effect on an organiza-
tion’s learning. If the top team actively
supports learning, learning orientation
goes up significantly. If the team is risk-
averse, learning orientation goes down.
Support and encourage day-to-day im-
provements and changes. Most man-
agement interest focuses on the big and
planned changes driven by formal
strategies or specific challenges. Though
some change occurs within a framework
of strategic priorities, most change hap-

pens almost imperceptibly on local and
team levels. One typical study of
changes in four industries (biochemical,
animal feed, steel, electronics) found
that 77 percent of changes at the work-
group level were reactions to a specific,
current problem or to a suggestion from
someone outside of the team; 68 per-
cent of those changes occurred in the
course of day-to-day work. Those
changes focused on work processes not
directly related to work tasks, product
and service changes, or changes in how
group members work together.

The point is that change is occurring
all of the time in organizations. Great
organizations encourage—or at least
don't inhibit—ongoing change at the
individual, team, and inter-team levels.
This topic deserves more study, but re-
search-based insights do support that
conclusion.

A massive review of the world’s orga-
nization change literature concludes
that in organizations constantly improv-
ing, change is “a way of life for the entire
organization, not a one-time program.”
Collins reached the same conclusion
after identifying the 11 companies (out
of 1435) that achieved breakthrough
performance that continued to exceed
industry standards. In those few organi-
zations, “relentless commitment” to ex-
cellence, rather than a grand program,
was part of the success secret. A study of
eight computer companies on three
continents used the same word, relent-
less, saying that optimal innovation oc-
curred when there was a “relentless pace
of change,” in which continuous inno-
vation was punctuated by periodic for-
mal innovation planning sessions.

It's clear that the most change-friend-
ly organizations are developing and en-
couraging skills for ad hoc and
emergent change actions—not only for
formal and planned change.

Ensure diverse teams. Diversity is an an-
tidote to business as usual. It seems to
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The World’s Research

Here’s a sampling of the studies and literature on
which this article is based.

« Good to Great: Why Some Companies Make the
Leap...and Others Don’t, by Jim Collins (Harper, 2001)

“Navigating the Competitive Landscape: The Dri-
vers and Consequences of Competitive Aggressive-
ness,” Academy of Management Journal (August 2001)

« The Innovator’s Dilemma, by C. Christensen (Harp-
er Business, 2000)

“The Development of Product and Process Im-
provement in Work Groups,” Group and Organization
Management (September 2000)

« “Developing a Market-Oriented Learning Organi-
zation,” Australian Journal of Management (September
2000)

« ““Beyond Knowledge Management: New Ways to
Work and Learn,” The Conference Board (March 2000)

« Research in Organizational Change and Development,
vol. 12: An Annual Series Featuring Advances in Theory,
Methodology, and Research, Editors Passmore and
Woodman (JAI Press, 1999)

“Change and Complementarities in the New
Competitive Landscape: A European Panel Study,
1992-1996,” Organization Science (September/Octo-
ber 1999)

“What'’s a Good Reason to Change? Motivated
Reasoning and Social Accounts in Promoting Organi-
zational Change,” Journal of Applied Psychology
(August 1999)

« Leading at the Edge of Chaos: How to Create the
Nimble Organization, by D. Conner (John Wiley &
Sons, 1998)
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« Enhancing Organizational Performance, Editors
Druckman, Singer, and Van Cott (National Academy
Press, 1997)

« “The Corporate Entrepreneur: Leading Organiza-
tional Transformation,” Long-Range Planning (June
1997)

« “Igniting Organizational Change From Below: The
Power of Personal Initiative,”” Organizational Dynam-
ics (May 1997)

« “The Art of Continuous Change: Linking Complex-
ity Theory and Time-Paced Evolution in Relentlessly
Shifting Organizations,” Administrative Science Quar-
terly (March 1997)

« “Strategic Change: The Influence of Managerial
Characteristics and Organizational Growth,” Academy
of Management Journal (February 1997)

« “Temporal Dimensions of Opportunistic Change in
Technology-Based Ventures,” Entrepreneurship Theo-
ry and Practice (Winter 1997)

« “‘Success Stories in the Strategic Use of Telecom-
munications: Companies That Made It
Work,” Telecommunication (September 1996)

« “Are Champions Different From Non-Champi-
ons?” Journal of Business Venturing (September 1994)

“The Diffusion of Innovation Within Multi-Unit
Firms,” International Journal of Operations and Produc-
tion Management (October 5, 1990)



help stir the pot. And diversity at senior-
management levels is especially impor-
tant to having a nimble organization.
When top management teams are diverse
in time orientation (combing present and
past); tenure; and experience, strategic
change is more likely. A global, 14-year
study of 67 semiconductor firms found
that the most strategic change occurred
when the top executive and his or her
team had relatively short but different
lengths of time on the job. Another com-
prehensive study based on a six-year re-
view of the two largest companies in each
of 16 industries found that more diverse
top management teams implemented
more complex changes, though the ten-
dency was not to sustain them. The chal-
lenge is keeping all diversity headed in
the same direction.

Diversity isn't only important at the

top. Research has long shown that diver-
sity within any team, though it increases
the potential for conflict and sometimes
makes it difficult to sustain new direc-
tions, leads to more innovative solu-
tions.
Encourage mavericks. Mavericks fre-
guently are essential champions of the
new directions that create an organiza-
tion’s future. Mavericks take the risks
and do the early experimentation that
an organization won't easily fund. By
definition, mavericks are not part of the
mainstream. They stand for radical
change, not evolutionary change. Their
ideas and approaches aren’t standard
and, therefore, cause a lot of resistance
and reaction. Evidence is growing that
to have transformational capacity, an or-
ganization must encourage and be a
home for mavericks.

Research is helping to clarify the qual-
ities of disturbers of the status quo. In
one study, executives in each of 24 com-
panies of various sizes in the United
States, the United Kingdom, and Canada
describe the qualities of people who had
led small but effective changes in their or-

ganizations. The executives said those
change leaders were energetic, indepen-
dent but committed to the organization,
questioning of the system, impatient and
not put off by resistance, and willing to
go beyond the requirements of their jobs
to make a difference. These mavericks
usually didn’'t get formal support until
they'd proven their ideas. They were dri-
ven by the needs of the organization, not
by rewards or promotion.

Another report describes 300 people
who had led successful customer-focus
transformations. They had these quali-
ties: enthusiasm and energy, knowledge
of customer needs, communicativeness,
and the ability to not only understand
customer needs, but also to interpret
them creatively.

A large international study of 4405
respondents from 43 companies in 68
countries sums up the maverick profile:
“These change champions have the
same profile as entrepreneurs.”

Sadly, many mavericks who are in-
side organizations don’t find ongoing
support there, especially when their
ideas challenge the status quo radically.
They usually leave and start new busi-
nesses. An extensive global review of
innovations in several industries found
that although every breakthrough in-
novation in the computer industry from
1973 to 1995 was born in an established
organization, none were developed
and commercialized in those organiza-
tions. A quote from the findings: “Some
changes that will make an organization
viable are radical changes. When
these present themselves, most leaders
go where the customers, budget pro-
cesses, and promotions systems drive
them—to incremental and safe dec-
isions.” Under those conditions,
mavericks leave.

Research is beginning to tell us that it
is possible for mavericks to live and
prosper in organizations. Creating an
environment that doesn't evict them ap-

pears to be important to ongoing orga-
nizational transformation.

Shelter breakthroughs. When break-
throughs occur in an existing organiza-
tion, they meet enormous resistance.
The resistance forces are so powerful
and integrated (the whole organization
is often set up for the old ways) that the
best course of action may be to create a
new organization to shelter and grow
the change. Change-friendly organiza-
tions have institutionalized ways to pro-
vide such shelters.

Christensen’s intense and thorough
study of breakthrough innovations in the
computer, retail, printer, and mechanical
excavator industries makes this lesson
clear: Successful changes are more fre-
quent in organizations that routinely cre-
ate small, independent units, in which
breakthroughs have their own budgets,
suppliers, markets, and cultures. These
independent units also receive more re-
sources for learning and trial-and-error.
They tend to have different attitudes to
the market, often leading the market
rather than following its stated needs.

Companies known for their high
rates of innovation and large proportion
of new-to-old products have long had a
policy of sheltering breakthrough ideas.
3M is a good example. It has a formal
process for moving new ideas into a pro-
tected organization with a separate bud-
get and where those ideas can grow.
Integrate technology. Technology isn't
just nice to have; it's critical for creating
transformational capacity. However,
technology must be a means to an end,
not an end in itself. The largest global
and ongoing study of changes occurring
in organizations throughout the world
drew a surprising conclusion: Of all fac-
tors reviewed, only IT had a significant
and positive relationship to perfor-
mance. But that was true only when it
was integrated with other changes relat-
ed to creating a more network-like and
less top-down organization. Another
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comprehensive study of companies that
achieved and sustained breakthrough
performance in their industries con-
cludes that those companies don’t use
technology as a change driver. But they
aren't technology-shy. They use technol-
ogy to help implement their strategies
and enhance their core competencies.
Build and deepen trust. Trust as a theme
emerges throughout the change re-
search. People are more likely to support
changes when the general atmosphere in
and around their organization is trust-
ing and when formal leaders have per-
sonal credibility. One study found that
nurses were more likely to believe a
change was legitimate when they trusted
management. If trust was low, they were
more likely to resist and look for reasons
what managers wanted wasn't right.

Trust is also key theme from a 1999
review of change research to discover
barriers to change success. When the re-
searchers asked what affected people’s
commitment to change, they found that
the credibility and honesty of the
change agent were critical. They also
found that those trust-related qualities
were built over time, making them big-
ger than any single change program or
initiative. That partly explains why
opinion leaders make such good change
agents: They're people others trust.

Trust is a fragile condition in organi-
zations, as in all relationships. A compre-
hensive report notes: “Many current
change practices (such as downsizing)
erode trust, making future change initia-
tives harder to implement.” Because trust
takes time to build, it must be developed
on a day-to-day basis so that it becomes a
ready foundation supporting ad hoc and
planned changes as they arise.

What all this means

Change isn't just something to manage
when strategies shift or crises occur. Itsan
ongoing challenge and condition in orga-
nizational life. Yet, most organizations are
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designed to support stability. We plan, or-
ganize, and control. We operate accord-
ing to rigid organizational charts and
old-style decision and innovation process-
es. Though we need some of that, most
organizations overemphasize control,
rules, decision and communication lines,
and precedence. Increasingly, success de-
pends on fluidity, openness, learning, and
a pervasive capacity to make evolutionary
and even radical changes.

In order to open up to change as a
natural and ongoing aspect of our orga-
nizations, we have to adopt some new
ways of thinking about life as well as or-
ganizations. Many actions managers
and others take indicate that we think
organizations are rational systems that
we can plan and control from the top
and break into functional units for ease
of control. The model for that thinking
comes from 17th-century science and
mechanics, in which the machine is a
key metaphor for an organization and a
key challenge is how to make things
work routinely and consistently. In that
world order, change is something to be
managed and minimized. The emphasis
is on stopping undesirable changes,
overcoming resistance, and ensuring
that rationally developed strategies will
be implemented with limited failure
and error.

Now things are different. The me-
chanical, top-down view of organiza-
tions doesn't work well in our global and
networked economy and world, except
for simple and predictable problems.
Research confirms that principles from
life sciences are a better framework for
thinking about organizations. Life sci-
ences examine how living systems per-
form and change. Here are a few
characteristics from biology and the life
sciences that reflect and shed light on
many of the research-based findings
mentioned in this article.

« Asan organism’s environment be-
comes more complex and unpredictable,

the organism must develop adaptive and
transformative capabilities. The evolu-
tion of the brain is a prime example.

« The organism’s own capabilities in-
teract with the environment to produce
a unique path of evolution. No change
can happen that doesn’t build on exist-
ing capacity.

« When stress and tension build to
a breaking point, surprising and unpre-
dictable new actions and directions
often occur in nature (for example,
feet on fish) that may lead to dramati-
cally improved capabilities. Organisms
must have an ability to create their own
breakthroughs—and so must organ-
izations. In organizations, people who
don't feel they have to preserve the sta-
tus quo often initiate breakthroughs.
Sadly, many organizations aren’t de-
signed

to embrace breakthroughs and maver-
icks, so those creativities leave and
grow somewhere else.

« Incomplex, unpredictable environ-
ments, all parts of the organism are mobi-
lized for action. That is, parts of any
organism operate with a great deal of local
authority and responsibility. In the human
body, it’s not just up to the brain (top
management) to decide what to do. With-
out consulting the thinking part of the
brain, the body reacts instantly to stress,
temperature changes, air-quality changes,
viruses, and so forth. That capacity to re-
spond at all levels becomes more impor-
tant as more forces challenge and stress the
organism. In other words, thinking and
acting have to be delegated to the body
(people) for adaptive action. That means
change is everybody’s business and every-
one needs the skills and mindset to play an
active role.

Next month in the final article in this
series, we'll look more closely at the idea
that change is everybody’s business. We'll
stress that in change, there are and can be
no bystanders. Leaders can't make
changes alone. People throughout the or-



ganization are powerful even when they
don't act or when they resist. TD
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People who don’t
feel they have to
preserve the
status quo
often initiate break-
throughs. Sadly,
many organizations
don’t embrace
mavericks.
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