Managing Change in the Organization 
Introduction 
Change is a powerful force, an engine, that drives many segments of our country’s economy. Most importantly, the forces of change provide us as contractors with new projects to build, and older buildings to modify or rehabilitate. Change is truly the lifeblood of our business. The forces of change, however, are also more subtle and pervasive as they affect our businesses, our jobs, and ultimately our daily lives. While we might easily recognize change as progress in the physical world of construction, we often fail to recognize other concurrent forces of change in our industry, our businesses, our crews, and even our personal lives. Failure to recognize and adjust for this force of change can only lead in a downward spiral to lower efficiency, productivity, profitability, and personal ineffectiveness. The intent of this section is to present a few ideas about managing this continuous process of change. 

What the student should learn 
Upon completion of this module, the student should be able to: 1. 2. 3. 4. 5. 6. List the skills required to be a successful leader Identify factors which motivate employees Explain what a vision statement is, and write one for the student’s firm Describe the leadership process and its role in implementing change in the organization Explain negative forces of change in the organization Translate the positive prescriptions for change into an action plan for the student’s firm 

Management today 
The industrial revolution introduced a management process which was based on rank and power. This method of management was appropriate for the time since the average worker was poorly educated and working simply to meet basic needs of food, clothing, and shelter. Successful businesses of this era were based on a rigid system of management--a chain-of-command from the top down. While some industries, businesses, and people are yet today attempting to manage by a system based on rank and power, they are approaching extinction for this system of management is dead! Consider the worker of today. The worker of today is more educated, often highly educated, more experienced, and quite often very competent. The worker of today is motivated not simply by basic human needs for food, clothing, and shelter, but by the powerful need to meet higher and more personal goals. In today’s workplace, the employee is motivated not by directions but by inspiration and personal satisfaction. Today’s worker is no longer motivated simply by money, but more so by a complex set of shared and personal objectives. In the organization, personal education and competence have replaced rank and power. The effective organization must be based on mutual understanding and responsibility. The respected author Peter Drucker has replaced the term employee with knowledge worker in his latest book, Managing in a Time of Great Change, where he writes that: Loyalty can no longer be obtained by the paycheck. The organization must earn loyalty by proving to its knowledge employees that it offers them exceptional opportunities for putting their knowledge to work. The relationship increasingly is one of interdependence with the knowledge worker having to learn what the organization needs, but the organization also having to learn what the knowledge worker needs, requires, and expects. Management based on rank and power is dead, replaced by the more effective principles of leadership. Effective leadership, however, is not a position but an activity. Successful leadership is not assigned or given; rather, successful leadership is a learned skill. This skill requires an extraordinary new level of communication which is incompatible with a system of rank and power. For effective leadership to take place, people must be approachable because communication is a two-way process. Consider the story of Gene: Gene was a very talented backhoe operator who exhibited loyalty and a good work ethic. Over the years, he began to assume more responsibility on his crew and was well liked by all the men. Eventually Gene was promoted to superintendent and provided with a new company pick-up truck. Almost from the beginning, Gene experienced problems with his crews. Productivity was low, quality was poor, and employee turnover became a problem. The company president had personally promoted Gene and was truly lost as to his decline in effectiveness. In an attempt to identify the problem, the president toured Gene’s job one afternoon, riding with him in the truck. Gene drove from the office trailer over to where the first crew was working. It was a Florida summer day and the air conditioning was running full blast. When Gene got to the first crew, he pulled as close to the work as he could and rolled his window down, waved his arm, and shouted hey Joe, come here. Joe, a working foreman, obediently stopped what he was doing and slowly walked to the truck, his crew watching. Gene, to the president, somewhat overplayed his hand by asking Joe simple questions and giving unneeded directions. Gene ended his conversation with a simple OK, rolled up the window, and drove off in a cloud of dust. A similar scene was played at the site of the second crew. When Gene was a working foreman, he had excellent communication with his crew. When promoted as a superintendent, his pick-up truck became a throne, a resented and abused symbol of power and authority. Gene, by asserting rank and power, had killed his ability to effectively communicate with and lead his crews. After several unsuccessful efforts by the president to modify Gene’s style of leadership, the president demoted Gene back to the position of working foreman, without a pick-up truck. 

While Gene did not exhibit the talent or desire to make a successful leader, consider another superintendent, Bob: Bob was the project manager on a union labor, fast-track project near Erie, Pennsylvania. The job was on a critical schedule and site development work was still underway in midDecember. The morning was bitter cold, below zero, and the equipment operators were grumbling that it was too cold to work. Bob discussed how the machines had been started by the mechanics and were already producing heat. He convinced the operating engineers just to give it a try and agreed that if they were too cold he would cancel work for the day. As the operators began moving their machines out to work on the 120 acre site, Bob drove his truck to the center of the job and parked it. He spent the entire morning and afternoon walking from one end of the site to the other directing and encouraging the union men who sat in machines with heaters, cabs, or canvas curtains. At the end of the day Bob personally thanked each of them for working that cold day. Both Gene and Bob were in the process of communicating with their men. One was very approachable and one was not. Approachability is paramount in effective communication. 

The vision 
While effective leadership requires good communication, the message of a company vision must be communicated as well. Keeping in mind that the employee of today is not just working for wages but for a more complex set of needs that have been labeled personal satisfaction--a reflection of the individual’s need to recognize and reinforce his or her value and contribution to the corporate team effort. Effective leadership requires communicating the vision for the business, for the future, to the employee. A corporate vision might be thought of as an extension of the corporate culture, or core values of the firm. When this vision is effectively communicated and accepted, it becomes the rudder that inspires the company ship. A vision statement is: 1. 2. 3. A short statement of what the organization desires to be A picture of where the company is headed and the plan to get there An inspiration to everyone 

Some familiar examples of vision statements are: Quality is job # 1 -- Ford Bringing computer power to the people -- Apple Computer Quality beer made in the pure old-fashioned way -- Anchor Brewing Like a rock -- Chevrolet Truck Service, Cleanliness, Quality, Value -- McDonald’s An effective vision statement can inspire employees to a common goal when working in an environment of open communication, trust, and respect, and where there is sincere leadership. As stated, the vision is a statement of what the organization desires to be, where the company is headed, and how it will get there. It is simple to understand, is focused, and is an inspirational statement. 

Change and uncertainty 
We have briefly explored the topic of management regarding the rank and power system of the past, and the visionary leadership of the future. What might we next understand about the subject of change and uncertainty? Change can be defined by a great number of adjectives: scary, painful, liberating, disorienting, exhilarating, empowering, frustrating, fulfilling, confusing, and challenging. While change may be logical, more than logical, it is emotional! We often say that it is human nature to resist change; however, it is not really the change that is resisted, but the fear of the unknown. Effective communication can overcome that fear and make the change process exciting. Leadership can implement change by establishing and maintaining: 

1. 2. 3. 

A clear and well-articulated vision A realistic strategic business plan supporting the vision A focused organization inspired with a common mission 

Businesses are subject to many forces which create the need for change. If unrecognized, two negative forces will doom a company--internal aging and external advancing technology. 

Internal aging 
Internal aging is often referred to as the corporate life cycle. The respected author and professor, Dr. Ichak Adizes, in his book Corporate Lifecycles, depicts the life of a company as a bell curve. The left side of the curve represents a growing organization which, if left unchanged, will plateau and begin the downward curve of an aging organization. Adizes’ point is that when businesses remain unchanged, they have a life cycle and will ultimately die. He has summarized a number of the subtle changes in an organization during the growing and aging stages in the table below. Changes in organizational focus within the corporate lifestyle Growing Companies 1. 2. 3. 4. 5. 6. Personal success stems from taking risk Expectations exceed results Cash Poor Emphasis is on function over form [From] why to what to do People are kept for their contributions to the organization in spite of their personalities Everything is permitted, unless expressly forbidden Problems are seen as opportunities 1. 2. 3. 4. 5. 6. Aging Companies Personal success stems from avoiding risk Results exceed expectations Cash rich Emphasis is on form over function [To] how to do and who did it People are kept for their personalities in spite of their contributions to the organization Everything is forbidden unless expressly permitted Opportunities are seen as problems 

7. 8. 9. 

7. 8. 9. 

Political power is with the estimating and operations departments 10. Field managers call the shots 11. Responsibility is not matched with authority 12. Management controls the organization 13. Management drives the momentum 14. Change in leadership can lead to change in the organization’s behavior 15. Consultants are needed 16. [From] new work orientation 17. [From] profit goals 

Political power is with the accounting, finance, and legal departments 10. Home office calls the shots 

11. Authority is not matched with responsibility 12. The organization controls management 13. Management is driven by the inertia 14. Change in the system is necessary to cause a change in the organization’s behavior 15. Insultants are needed 16. [To] profit preoccupation 17. [To] political gamesmanship 

Adizes’ clear and powerful message is that when organizations become successful, they become complacent. The bottom line is that if companies do not change, they will naturally age and die unless continuous change is implemented. 

External change--technology is changing the world 
Just as organizations can wither and die from within, they can also be rendered ineffective by changes in technology. One definition of technology is a better way to do something. Another is what wasn’t around when you were born? As an example of recent changes in technology, consider that in 1986, the world’s smallest cellular telephone was approximately the size and weight of a brick, and sold for $3,295. Only 94 cities had cellular service in 1986 with about 500,000 people subscribed. Today 20,000,000 people are cellular subscribers, and the market is growing at the rate of 40 percent per year! The telephones, which weigh just ounces and fit into a shirt pocket, are given away as an inducement to subscribe to cellular services. An additional example of recent technology changes includes that just ten years ago there were virtually no FAX or telephone answering machines. One can remember the first Compaq portable computer which was approximately the size and weight of a suitcase. A much improved later model was the size of a giant shoebox and only weighed 13 lbs! The technology of the computer, laser, FAX, cellular communications, electronic bar codes, and digital camera has and will continue to improve the delivery of construction services. Successful contractors are quickly adapting and even developing new technology for construction. The real time transfer of project data within the organization is a current and necessary reality to today’s contractor. At a bare minimum, current technology has rendered uniform decision-making obsolete. Contractors must fully embrace technology or be left in the dust of their competitors, for time is money and information is decision-making power. 

Managing change and uncertainty--how do we do it? 
To successfully manage change and uncertainty, we must plan for change, learn for change, and fully embrace change. If we know where we are headed, change will become an allied force and not a threat. The pace of technological change, however, is so rapid that we must become masters at learning how to adapt. The most successful people and companies will thrive on change. The cornerstone of a changing organization is its vision. The successful vision statement cannot be developed by just a few principals, for it is a team-building activity. The people who participate in the process of developing a successful vision statement will assume authorship and buy in to the vision. People who are not a part of the process will feel alienated and devalued, and will resist future changes. This process of buying in is critical--it is the crux of leadership. Buying in is fundamental to successful leadership in contracting. Consider the story of Bud: Bud was the oldest and most successful of several senior-level project managers. Bud enjoyed a 20-plus-year reputation for taking the really tough jobs and making good margins in the process. The opportunity came to bid a very desirable but difficult job that would enable the company to meet its sales, overhead, and profit goals for the year. Bud was just completing a job in another state at the time of the bid and could not get away to participate in the investigation and bidding process. The company was successful in bidding the job and Bud was assigned as the project manager. On the drive from his last job to the new project, he stopped at the office and was given the plans, specifications, cost estimate, and contract. Bud spent about 10 minutes looking at all the documents and promptly announced that the job had been underbid and would lose $150,000. Bud got the job up and going quickly, but he seemed to be having a lot of problems with the owner, engineer, general contractor, and even the home office staff. Each time the regional manager attempted to help Bud, he was reminded that the job had been underbid and was 

going to lose money. Bud spent the next nine months subconsciously fulfilling his own prophecy, losing slightly more than the $150,000 by the end of the project. Bud’s failure to buy in to the project--brought on by his inability to participate in the investigation and bidding process--proved to be disastrous for the firm, and is symptomatic of poor leadership. Bud’s firm failed to gain his buy in by failing to carefully review the project with him when he made his proclamation that the job was a loser--thereby setting the stage for the self-fulfilled prophecy. The firm should never have allowed a project manager who did not believe success was possible--success driven not by wishful thinking, but by a carefully derived and mutually agreed-upon plan--to set foot on the job. An even greater leadership and management error is evident in the all too common mistake of creating a pattern of always giving the really tough jobs to the same foremen, superintendents, or project managers. Perpetuating this mistake creates an environment ripe for both employee burnout and for the elevation of some employees such as Bud to the demigod status. Bud’s proclamation after only a cursory review reflects such a problem in his firm, and sets the stage for ruin. 

Prescriptions for change--delivering the message 
Implementing change in an organization, division, department, or project for the first time will be no simple task. One infallible rule of implementation is that the first change in behavior should be that of the top managers. In any business, management (leadership) is the message. Everything that managers say or do not say delivers a message. This message must be consistent, clear, and endlessly repeated. It takes time for people to hear, understand, and believe the message. If they don’t like what they hear, it takes even longer for them to come to terms with the concept of change. People don’t believe in a new direction simply by suspending their disbelief--they believe because they see behavior, action, and results that illustrate that the change can and will work. The management of change and uncertainty is fundamentally about feelings. Managing people is managing feelings. 

Prescriptions for change--a note of caution 
The process of buy in, forming a vision, and maintaining open communication may invite a flood of ideas and proposals. While most may be well-intentioned, some may be incomplete, and some may conceal highly personal or selfish objectives. Before making a major move, it is important to validate information with an eye toward hidden agendas. The Todd Frazer Plumbing Supply Story illustrates this point well: Todd Frazer was in the plumbing supply business. Several years ago, Todd was determined to become the best service company in his business. To figure out what that meant, he asked his forty branch managers. They told him to offer more brand-name products, spruce up the looks of the branches, and hire a higher-caliber sales staff. Todd did it all. And then he waited. And waited. Nothing happened. A couple of years later his frustration reached the boiling point. He simply visited his customers and asked them what they wanted. Here’s what Todd heard. The problem for the plumbers was the cost of labor they wasted waiting for an order from Todd (or one of his competitors) to arrive. So Todd promised one-hour service when the local industry standard was one-half day. He promised a maximum wait of fifteen minutes for service fulfillment if the plumber came to the branch. The results are history. In the last couple of years, Todd has added 50 percent to his revenue, in a no-growth market, and is able to charge premium prices. (Tom Peters, A Passion for Excellence) Todd’s mistake was in not surveying all of his customers, both internal and external, thereby leading him to an ineffective, one-sided solution. Had Todd surveyed both his branch managers and the end users of his products, the plumbers, he could have reached his current level of success much sooner. 

Prescriptions for change--communication is key, but actions tell the tale 
While information is quickly replacing authority in a positive way, only actions will truly inspire people. If a company does not expect results nor tells the employees it expects results, the company will never obtain results. People are very poor mind readers. Consider the actions of Ray Kroc: On his way back to the office from an important lunch at the best place in town, Ray Kroc asks his driver to pass through several McDonald’s parking lots. In one parking lot, he spots papers caught up in the windscreen of shrubs along the outer fence. He goes to the nearest pay phone and calls the office, gets the name of the local manager, and calls the manager to offer to help him pick up the trash in the parking lot. Both Ray Kroc, the owner of the McDonald’s chain (in his business suit) and the young manager of the store meet in the parking lot and get on their hands and knees to pick up the paper. (James Belasco, Teaching the Elephant to Dance) Ray Kroc acted on his vision, and insisted that his management staff did as well! 

Prescriptions for change--keeping score provides necessary feedback 
Leadership, vision, communication, and action are the building blocks to profitable change. However, for change to occur, activities must be measured and evaluated, and results compared. In simple words, What gets measured, gets done. What gets rewarded, gets done again! Suitable rewards might include money, promotion, recognition, autonomy, preferred work assignments, overtime, and training and professional development opportunities. Measurement must be simple and easy to understand. Every business situation can be measured in one or more of four quantitative terms: units produced time to produce cost to produce, and/or customer satisfaction 

The results of measurement must be quickly and freely communicated within the organization to close the loop of motivation-action-results, motivation-action..... 

Prescriptions for change--staying ahead once you get ahead 
Change cannot be a one-time event within the business. Change is a continuous process. Some specific suggestions for remaining ahead once you arrive: 

Abandonment 
Every three years, an organization should challenge every product, service, and policy with the question, If we were not in it already, would we be going into it now? 

Non-customers 
Study what goes on outside the business, and especially study your non-customers. That is where changes in the market will appear first. 

Basics 
Get back to and stick to the basics. Organizations pick up extra baggage along the way. The more successful you are, the more excess baggage you pick up. Success breeds wouldn’t it be nice extras such as new tools, better or newer trucks, more telephones, longer vacations, larger or newer offices, and other excess baggage items into the organization. Such items should be incorporated judiciously. Always remember that change is not an event but an ongoing process. Consider a recent story about automobile manufacturer BMW: 

Auto analysts increasingly call BMW the world’s best-run luxury car maker. That only makes Pischetsrieder (its chairman) nervous: I don’t like to be the best, I have to tell you, because it makes you lazy. So I am very reluctant to say that we are even good. He doesn’t want BMW to lose focus. The main goal I have is that every single person working for our company wants to get better, he says. This is more important than saying we need to sell more cars, to improve our quality or whatever. This strong feeling, this strong will to improve, to me, this is the most important objective of all. (USA Today, 1/4/96 Top auto executives share concerns) Is your firm as good as it can be? What positive actions can you take to embrace and implement change in your organization? 

Summary 
The successful organization will be structured for learning, innovation, and constant change, and for the systematic abandonment of whatever is established, customary, familiar, and comfortable. A manager can safely assume that a person with some knowledge will have to acquire new knowledge every four or five years or become obsolete. Learning is essential to mastering change. Learning must be a lifelong process! Change and uncertainty is managed by having a plan for the future. With a plan, uncertainty ceases to be a threat and becomes an opportunity. When the opportunity of change and uncertainty knocks, the successful business will continuously create the resources of people, technology, and knowledge to respond. 
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