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Chapter 7 Managing Recipients of Change and Influencing Internal Stakeholders

If there is any one secret of success, it lies in the ability to get the other person’s point of view and see things from his angle, as well as from your own.
—Henry Ford

Reasons lead to conclusions. Emotions lead to action.
—William Magee, Operation Smile

Chapter Overview

· People respond to change in many ways. Some embrace it. Others are ambivalent. Some view change negatively. Reactions depend on the nature of the change, the situation, the individuals involved, and how it is approached. Change leaders need to understand why people react to change as they do, gathering data to understand individuals’ situations and their responses.

· Change leaders need to rethink their assumptions about resistance to change. Employees often have good reasons for resisting the change leaders’ proposals, and these reasons need to be understood and learned from.

· Change leaders can rethink the language that they use, seeing employees as “stakeholders and participants in the process.” This new language implies a different stance toward power and the legitimacy of employees to voice their opinions during the change process.

· Change leaders need to be aware of the established psychological contract between the organization and its employees and to recognize that changes to the psychological contract need to be handled carefully.

· People usually respond emotionally to change directives, and leaders need to prepare themselves for the emotional upheaval, even though the need for change is often driven by rational factors.

· A present-day challenge is to make change the norm and encourage people to become change leaders or change implementers themselves. This capacity can be thought of as organizational agility and resilience.

It was 2003 and the women of Liberia changed their status and role from recipients of change to stakeholders in the national political process of their country. Charles Taylor, president of Liberia since 1997, controlled about one third of the country, and the Liberians United for Reconciliation and Democracy (LURD) and other rebel factions controlled the rest of the country. All groups were accused of a range of atrocities, from creating child soldiers and the raping of women and young girls to painful maiming of enemies. No one was safe, and many were starving and homeless. In these desperate circumstances, the women of Liberia united. Christian and Muslim women, rather than seeing their differences and continuing their exclusive affiliation with their own religious and ethnic rebels, recognized that a change in political party from Taylor’s National Patriotic Front of Liberia (NPFL) to LURD would not change their lives since violence was the permanent and lasting legacy of all the fighting factions.

The women’s political slogan became PEACE. They dressed in white and sat in the fields in the sun, the rain. At first they were ignored. Then their persistent presence was finally noted and President Taylor recognized the women as individuals who could no longer be dismissed. However, he did too little, too late. By the fall of 2003, Taylor was forced to resign and go into exile in Nigeria. (It should be noted that there were multiple forces, including but not limited to the Economic Community of West African States [ECOWAS], the United Nations, and the United States of America’s government, that demanded Taylor’s exile.) In 2005, Ellen Johnson-Sirleaf was elected president of Liberia with the support of the women’s peace movement, Women of Liberia Mass Action for Peace. She took office in January 2006, and was reelected in 2011. She was awarded the Nobel Peace Prize in 2011, jointly with Leymah Gbowee of Liberia and Tawakkol Karman of Yeman, for their nonviolent initiatives to advance women’s rights to safety and full participation in the peace process. India honored her in 2013 by awarding her the Indira Gandhi Peace Prize, and in 2014 Forbes listed her as the 70th most powerful woman in the world.1
This remarkable story is told eloquently in Pray the Devil Back to Hell.2 From the perspective of change leaders, it is important to note that these Liberian women upended their status as recipients of change and violence, and established themselves as powerful stakeholders in the national political process. While most organizational change situations are not about physical violence, change leaders need to acknowledge that change can require people to modify their personal or professional identities, skill sets, and other deeply held beliefs and expectations. It is to legitimize these struggles of internal stakeholders that we use this language.

The reality of people’s lives is that they are often on the receiving end of change, often called “the recipients of change.” This chapter suggests how recipients of change may react and how change agents can incorporate this understanding to improve their change plans. The chapter deals with the reality of those who find themselves on the receiving end of change. It will consider different reactions to change: support or enthusiasm, mixed feelings or ambivalence, and opposition or resistance to change. While positive responses toward change are fairly common, depending upon the nature of the change and how it is introduced, the chapter focuses on people who are mixed or negative toward change. The chapter helps managers understand the phases people as recipients of change go through. As well, the chapter considers the factors that influence how people respond to change: their personalities, their coworkers or teams, and their leaders or managers. It recognizes that both the content (the what) of change and the process (the how) of change matter. Change leaders need to ensure that what they do is based on sound analysis and that the process of change (the how), allows for and encourages the involvement and input of others in both the assessment and implementation phases. Finally, this chapter looks at how change leaders can reduce the negative effects of change initiatives on recipients. Figure 7.1 summarizes the change model and highlights the key issues in dealing with recipients of change and influencing internal stakeholders.

Stakeholders Respond Variably to Change Initiatives

Not Everyone Sees Change as Negative

Many managers assume that resistance is inevitable in change situations. It is time to dispel this myth. Employees do not always react negatively and in many situations will react quite positively. Will they raise questions and experience a sense of uncertainty or ambivalence when change is introduced? Of course they will. They are thinking individuals, trying to make sense out of the change and its impact. This questioning often is perceived as resistance but is not necessarily change resistance. Often if resistance arises, it does so after people resolve their mixed feelings. If they conclude that the benefits to them clearly outweigh the costs, have high personal relevance, and are consistent with their attitudes and values, support for the change is highly likely.3 As was noted in Chapter 6, negative reactions to change increase in frequency and intensity when people believe that the potential costs and consequences to them and the things they value outweigh the benefits.

A second myth that needs dispelling is the belief that age and resistance to change go hand in hand. Research shows that is not the case, and in a recent study age was found to be negatively related to resistance. In other words, resistance decreased as age increased.4 To understand people’s reaction to change, look well beyond their chronological age. The causes likely lie elsewhere.


Figure 7.1 The Change Path Model

Some researchers have suggested that “resistance to change” is a term that has lost its usefulness because it oversimplifies the matter and becomes a self-fulfilling prophecy. We agree. That is, if change leaders assume resistance will occur, it becomes more likely. Change leaders should focus on trying to understand why people react to the change as they do and how those reactions are likely to evolve over time.5
When changes are introduced, people often find themselves pulled in different directions. Family, friends, relatives, coworkers, and subordinates may hold divergent views concerning the proposed change, and organizational leaders and managers may deliver ambiguous or conflicting messages concerning its rationale and implications. If things become polarized around the change, people who have come to a decision may view those who are of a different opinion with suspicion and disapproval. All of these pressures can lead stakeholders to feel ambivalent about the change.

These mixed feelings can be magnified by concerns about the impact of the change on (a) their relationships with others, (b) their ability to do what is being asked of them, (c) the fit with their needs and values, and (d) their job security and future career prospects. These concerns are further intensified when people lack confidence that the change will produce the intended results. When employees see themselves as relatively powerless, a variety of less constructive coping responses, including avoidance, alienation, passivity, absenteeism, turnover, and sabotage may result.6
The perceptions of costs and benefits of change depend on what people are concerned about, what they have experienced in the past, and what they think they know. Sometimes relatively small changes will produce strong responses in one group due to the perceived consequences. In another group, more significant changes might produce mild reactions because of perceptions that the impact on them will not be significant or they are simply more comfortable with change.7 Consider the reactions of employees of Desjardins Group to the selection and subsequent actions of their new CEO in 2008.

How employees perceive change will depend upon their assessment of the situation. If they see themselves and the organization benefiting from the change, they are more likely to embrace the change. If they see themselves as involved and participating in the initiative, they are more likely to be supportive.11 If the outcomes are viewed as likely to be negative for the organization and the individuals, they will be unsupportive of the change. If their views are mixed, they will experience ambivalence to the change.12
The successes achieved at Desjardins under Leroux’s leadership were due, in part, to her engagement of people in the renewal of the organization’s services, systems, processes, and structures. Leroux was transparent when she brought the challenges to the employees, and worked hard to create a shared understanding of the need for change and to think through what change could look like. She used change tools such as stakeholder engagement, environmental and organizational analyses, participative teams, active communication through diverse channels, goal setting, and change teams, to bring needed changes to life and to help reinforce commitment to a renewed culture that was congruent with Desjardins’ cooperative roots. Along the way, she succeeded in converting many skeptics and resistors into becoming partners in the change process.

The range of possible perceptions and responses is complex, as people assess the change against their interests, attitudes, and values. What Monique Leroux and her team were able to accomplish can be attributed to their engagement of both recipients of change and new recruits in helping to define the problem, design solutions, and implement them. This was aided by their use of hard data that all could understand; institutionalizing the change through projects, systems, and processes; and sustaining the change by creating a structure to promote collaboration and accountability. It was critical that the company’s internal systems and processes catch up, and the proof of their success lies in the organization’s improved financial performance and the growth of its capabilities and capacity to deliver.

However, even in the face of improved performance on multiple fronts, not all ambivalence concerning the changes disappeared, and pockets of resistance remained at Desjardins. A number of employees reported in 2011 that they were still concerned that the pace of change had been too fast and that too high a price had been paid in the form of the deterioration in employee morale and elevated levels of turnover in some areas.

Recipients’ understanding and responses to the change will evolve over time as the change unfolds. As a result, the approaches used by change leaders will need to vary over the course of the change process. Whereas factual information delivered in a speech or a consultant’s report may be useful when dealing with beliefs concerning the need for change and developing initial awareness, informal discussions and social support may be much more useful when ambivalence is stemming from conflicting emotions.13 If downsizing or relocation is required, it will take more than the rational presentation of data or delivery of equitable relocation packages or early retirement provisions to alleviate distress. Often, executives have had months to consider the changes, and employees need time to adjust.

If resistance occurs, it may stem from those in middle and/or more senior roles, since they often have the most to lose, which happened at Desjardins. They may be seeking to maintain power and influence, sustain their capacity to perform, or avoid what they perceive to be a worsening of their position.14 Change leaders need to be aware of this as they manage the situation. Finally, attribution errors may cause change leaders to fixate on individual resistance rather than probe more deeply for causal factors. For example, behavior that is being categorized as individual resistance may be due to misaligned structures and systems rather than individual opposition.15 As well, many managers are predisposed to expect resistance in subordinates. Care needs to be taken that a self-fulfilling prophecy is not created.

Monique Leroux and Change at Desjardins

If cultural change in for-profit, publically traded organizations is difficult, consider the challenges inherent in doing so in a 100-plus-year-old financial services cooperative, made up of over 500 independent, affiliated member branches with strong rural roots, governed by over 6,000 elected officers in Quebec, Canada. Monique Leroux is a chartered accountant who was one of the first female partners at Ernst & Young and the senior Quebec VP for the Royal Bank of Canada before joining Desjardins in 2001. She became its CFO in 2004 and successfully ran for election as its CEO in 2008, being selected over several other candidates by the 256 voting members who represented the affiliated branches.

Her election surprised many. Desjardins was viewed as an “old boys club,” and her earlier career experiences meant that she was still an outsider to many. However, her ability to articulate the challenges, constructively engage employees and members in conversations about what was needed, and her managerial and leadership skills resonated. A majority of those voting believed she represented the best leadership option, given her skills and her commitment to Desjardins, its members, and its heritage. Leroux took office just prior to the financial crisis of 2008. She successfully helped the organization navigate the crisis and then undertake the significant changes needed to effectively compete in the financial services industry—one dominated by large, sophisticated, and successful firms in Canada.

Desjardins had a strong, customer-oriented culture and had been successful at attracting and retaining membership in its core rural communities, but the world of financial services was changing rapidly. Its Quebec membership was graying and the population was becoming more urban. Furthermore, the Quebec economy was not performing well and suffered from relatively high levels of unemployment. Leroux recognized that significant adaptations of their business model were needed if they were to continue to successfully serve their members, grow, and not become an anachronism. The organization operated in a fairly fragmented manner due to the independence of its member affiliates, and the lack of integration needed to be addressed if customers were to be served effectively and efficiently. This in turn required systems and processes to better integrate services, manage costs, and evolve their online presence and portfolio of services. Leroux based her campaign to be CEO on the need to develop the organization and its services in order to compete effectively, while staying true to their core values as a cooperative. She believed it was important to extend Desjardins’ reach outside of Quebec, but they would first have to deal with needed changes to their internal structure, system, processes, and service offerings.

Soon after her appointment as CEO, the autonomous and close-knit culture of the Desjardins’ network of independent branches and associated divisions came face to face with Leroux’s approach to change. It was one grounded in the active engagement of members and employees in consultative processes, often through the use of teams. Consultation was followed by decision making, and between 2008 and 2012 this led to a flattening of the hierarchy, the successful restructuring and realignment of services and processes, and a reduction in the number of VPs from 250 to 112 and the number of senior VPs from 40 to 12. It also led to 1,000 job cuts. These waves of consultation and engagement also gave rise to initiatives related to new lines of business, staff and managerial development, diversification of the managerial and executive group, the establishment of separate groups outside the cooperative structure (e.g., business units targeting commercial markets) but owned by the cooperative, and a more performance-driven and customer-oriented approach to service delivery. To support these initiatives, Leroux actively built her management team so that it contained the diversity of perspectives, skills, and values needed to respond effectively to the challenges. The combination of restructuring and issues of individual fit or alignment with the new organization led to turnover in the executive and managerial ranks.

Leroux was well aware of the fact that employees and members had valid concerns for what these changes might do to their cooperative culture. She believed in the value of the cooperative movement, was committed to it, and was very respectful of Desjardins’ roots—as indicated by her approach to change which was characterized by the active engagement and involvement of others, rich communication of ideas and perspectives, and listening. However, once decisions were made and it was time to move to action, she actively promoted and reinforced the expected changes. Leroux is reported to have said, “I will not go for bitterness or backstabbing, and fights, and territorial management. You guys are responsible to make it happen and work as a team” (pg. 7, Harvard Business School case).

Leroux adopted an approach that allowed organizational members to see the need for change themselves and to actively participate in its development and implementation. Some had difficulty adjusting to the changes and the pace. Dissatisfaction, lower morale, and turnover were reported by managers in some divisions, particularly with those who had experienced title reductions or a disruption of work relationships they valued.

The changes pursued under Leroux’s leadership were challenging for the recipients of change, but they have proven very successful. By 2012, Desjardins had moved into new markets and lines of business (e.g., payroll services, commercial and investment services, insurance), increased the number of employees from 17,000 to 45,000, increased their total assets from $152 billion to $190 billion, and increased their cash distributions or dividends to their 5.8 million members from $215 million in 2008 to $401 million to 5.6 million members by 2012. In terms of bank safety, they were rated number 3 in North America by Global Finance and were assessed as the 13th strongest bank in the world in 2013. They were rated highest in investor satisfaction for three years in a row when evaluated against other discount brokerage firms by J. D. Power, and were named one of Canada’s 10 best companies to work for by the Financial Post. By 2014, they were underway with the expansion of their services outside of Quebec, as seen in their acquisition of the largest network of insurance brokers in Western Canada in 2010, the acquisition of Vancouver-based Qtrade Financial Group in 2013, and their 2013 opening of an office in Canada’s financial heartland in downtown Toronto, Ontario.8 They were also actively engaged in conversations with other financial services cooperatives in Canada and internationally, to explore ways they might be able to leverage one another’s strengths and capacities.9
Leroux was elected to a second term in 2012, and under her leadership Desjardins has continued to experience steady progress on all fronts. In addition to being Desjardins’ CEO and chair of its board, she sits on a number of other cooperative boards and advisory groups nationally and internationally, as well as several educational and not-for-profit advisory bodies. She is a member of the Order of Canada and the recipient of many other national and international honors that recognize her expertise, contributions, and commitment to the betterment of society.10
Responding to Various Feelings in Stakeholders

Positive Feelings in Stakeholders: Channeling Their Energy

As noted earlier, many individuals welcome change. A change initiative can represent a chance for personal growth or promotion. Some people enjoy variety and seek opportunities to create. Others want the challenge of new situations. Still others imagine a change is needed to improve the situation. When people are feeling positive, engaged, informed, and hopeful, these emotions can be harnessed in support of the change.16
It is important, however, to anticipate the risks that may accompany the positive feelings in some stakeholders while others remain uncertain. Blind acceptance by some employees may lead to a lack of reflection in both them and others. Strong positive support of organizational initiatives from respected individuals may cause others to censor their doubts and give rise to the risk of groupthink. This potential tyranny of the minority or majority may lead to a stereotyping of those ambivalent to or opposing the change as “the enemy.” This can lead to infighting rather than thoughtful analysis and the productive pursuit of organizational benefits.

Change leaders need to:

· channel the energy in positive ways, not letting the enthusiasm for change overwhelm legitimate concerns;

· “name” the problem of mixed feelings and the need to understand the different reactions to change;

· appoint highly respected, positively oriented stakeholders to chair significant committees or other change initiative structures, and ensure they have the skills and resources required to fill these roles in ways that don’t stifle needed discussions and debate. Transparency, openness to learning, and the willingness to translate learning into practice will advance recipient openness to change; and

· manage the pace and remember that going too slow can dampen support for change with enthusiasts, while going too fast will create anxiety in those who are doubtful and fatigue.

Ambivalent Feelings in Stakeholders: They Can Be Useful17
It comes as no surprise that employees are likely to have mixed feelings about change, as it often gives rise to perceptions of increased complexity, uncertainty, higher risk, and the disruption of agreed-to work responsibilities and relationships. People’s beliefs about a change and its potential impact can be both positive and negative and can vary in intensity. To illustrate this, consider the example of an industrial paint manufacturer that changed how it handled its major customers by moving key technical service representatives from the head office to the customers’ plants. The change provided staff with desired opportunities for increased responsibility, autonomy, and pay, but it required their relocation to a new workplace and the disruption of their cohesive work group. Naturally, their feelings were mixed. Some were excited and others anxious about their new responsibilities. Some were sad about leaving close friends behind.18 This also created change in role definition, as the new duties required service representatives to play a much more active client-management role. These were activities that customer service representatives had viewed as belonging to sales personnel.

When ambivalence is prevalent, change leaders should create conditions that will increase the likelihood that people will voice concerns. They need to create an environment that welcomes feedback. Piderit states that people are more likely to speak up when the ambivalence stems from conflicting beliefs. When conflicting emotions are involved, though, she notes that individuals often have more difficulty giving voice to negative emotional responses. She hypothesizes that “they would be more likely to wrestle with their ambivalence alone or to avoid the subject entirely.”19
Ambivalence generates discomfort for people, causing them to seek resolution of the feeling. Once this resolution occurs, subsequent changes to attitudes become more difficult. People protect their attitudes by employing a variety of strategies:

· turn to habits and approaches that have served them well in the past.20
· engage in selective perception (actively seeking out confirming information and avoiding disconfirming data).21
· selectively recall (being more likely to remember attitude-consistent rather than inconsistent data).22
· Deny in the form of counterarguments geared to support and strengthen one’s position.23
More extreme defensive responses can include sarcasm, anger, aggression, and withdrawal. Since attitudes become much more difficult to change once they solidify, there is all the more reason to invest the time needed at the front end of the change in order to effectively process people’s reactions to change.

Rather than interpreting mixed feelings as resistance, change leaders are better served by:

· focusing on helping people make sense of the proposed changes;

· listening for information that may be helpful in achieving the change;

· constructively reconciling their ambivalence; and

· sorting out what actions are now needed.

It is almost always in the best interest of change agents to actively engage people in meaningful discussions early in the change process and help to align their interpretations with the process.24 Employees’ input can prove invaluable in identifying potential problems and risk points.25 Their engagement and involvement can allow concerns to be addressed.26 Meaningful engagement can increase the likelihood of the formation of supportive attitudes toward the change and perceptions of fairness as they attempt to make sense of what they are being asked to do.27 Desjardins’ organizational change was effective due to the adoption of approaches such as these, by highly skilled and respected change champions.

Balogun and Johnson note that once the blueprint for more complex change is set out, it is brought to life through the interpretations and responses of employees. As a result, these authors argue that “managing change is less about directing and controlling and more about facilitating recipients’ sense-making processes to achieve an alignment of interpretation.”28 As this evolves, so too does the change that subsequently unfolds. All this points to the importance of employee perceptions of organizational support for what lies ahead. When they feel this is present, perceptions of uncertainty are reduced because they have a greater sense that they know what is going on and that support will be available, if and when they need it. As a result, adaptability increases, and job satisfaction and performance rise relative to what is seen when such support is lacking. In essence, recipients have a clearer sense that they know what is going on; someone has their “back”; there is open, supportive communication to sort through matters as they arise; and that there are reasons for hope concerning what lies ahead.29
Negative Reactions to Change by Stakeholders: These Too Can Be Useful

Change leaders undertake an initiative because they believe the benefits outweigh the costs. However, anticipate that stakeholders may have a range of different perspectives, from feeling imposed upon and unprepared, to perceiving the change is ill advised and/or poorly designed and likely to fail, to feeling anger and rage. Table 7.1 outlines the causes of negative reactions to change.

Concerns and negative reactions toward change develop for a variety of reasons:

Perception of negative consequences of the change may be a reality. The change may be fundamentally incongruent with things the people deeply value about their jobs (e.g., autonomy, significance, feedback, identity, and variety30) or the workplace (e.g., pay, job security). The loss of work is likely the most extreme form of this. When significant job losses are involved, such as when the major employer in a town decides its plant needs to be closed for the good of the corporation, the costs are all too real for the recipients. In such situations, it is difficult, if not impossible, for people to see positive consequences ensuing from the change.31 The closing of the Fishery Products International plant provides an example of employment loss.
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In this example, recipients would have difficulty accepting the corporate perspective on the need for change.

• Communication processes may be flawed, and people may be left feeling ill informed or misled.33 Support for management is less likely when people feel they lack the information they need to make an informed judgment or lack the supervisory support needed to successfully follow through on the proposed course of action. The prospects for support diminish further and faster when employees feel that information has been intentionally and arbitrarily withheld or manipulated. In our FPI example, there appears to be confusion over the reasons for the closure. Is it the structural problems or the entry of Chinese competition to the marketplace?

• People may have serious doubts about the impact and effectiveness of the change. They may be concerned that the change initiative has not been sufficiently studied and tested, or they may believe that the change will have adverse consequences that have not been thought through.34 For example, a move by a head office to consolidate warehouse operations and trim inventory levels may be seen as a surefire way to increase efficiency, but it could cause serious concerns in sales and marketing about the firm’s ability to effectively service its customers.

• People may lack experience with change and be unsure about its implications or their capacity to adjust. When conditions in an organization have been stable for long periods, even modest changes can seem threatening. During extended periods of stability, people tend to develop well-engrained habits, and the patterned behavior can result in negative reactions to change. Habituated approaches represent strategies that we believe have served us well in the past and that we are often not even conscious of. The Desjardins example earlier in the chapter demonstrated this, as the culture of the independent branches prior to 2008 had resulted in issues of service fragmentation and inefficiency and insufficient awareness that this was a pressing issue that needed to be dealt with.

• People may have had negative experiences with change initiatives or approaches that seem similar to the one being advocated. To use an old adage, once burned, twice shy. If stakeholders have learned that change initiatives lead to layoffs or that the initiatives begin with great fanfare but are never completed, people will be more negative. They have learned that they should be skeptical about change and its consequences.35
• They may have had a negative experience with those advocating the change. They may mistrust the judgment of those promoting the change, their ability to deliver on promises, their access to resources, their implementation skills, or their integrity.

• People may be influenced by the negative reactions of peers, subordinates, or supervisors whom they trust and respect and/or whom they have to work with in the future. These opinion leaders can have a significant impact.

• Last but not least, there may be justice-related concerns. People may see the process as lacking in procedural justice (i.e., was the process fair; did people have an opportunity to question change leaders, voice opinions, and suggest options). For example, an absence of participation and involvement may leave employees feeling ignored and relatively powerless.36 In addition to concerns about procedural fairness and the trustworthiness of leaders,37 they may also believe that distributive justice was lacking (i.e., the final decision was fundamentally unfair).38 Matters related to this will be discussed in the section in this chapter dealing with the psychological contract the recipients feel they have, involving their working relationship.

When things do not unfold as planned, resistance is often flagged as the cause. Rather than assess the situation carefully and objectively, managers responsible for change are quick to lay the blame at the feet of those thought to be acting as obstacles.39 The dynamics of this likely increases resistance as each blames the other and tensions rise. When managers and employees point fingers at each other as the cause of change difficulties, the focus is not on advancing the agenda for change. The key question is not who is to blame, but rather what is happening, why is it happening, and what does this tell us about what we should do now?

Kotter notes that impediments to change are much more likely to come from problems related to the misalignment of structures and systems than from individuals engaged in resistance.40 For example, if existing systems continue to reward competitive behavior, why would you expect employees to behave in a cooperative manner?41 Likewise, if critical information or resources are not available, how can individuals implement the change program? Change leaders need to be aware of the tendency to focus on individuals and not the roles that the existing structures, systems, and processes may be playing in impeding progress and influencing people’s reaction to the initiative.

For successful change management and implementation, there needs to be engagement and open conversation, especially in the face of resistance. Such communications can create a shared understanding of different perspectives, and have the potential to be a valuable resource when approached constructively, by identifying new ways of thinking about the situation and possible paths forward.42 Alignment also needs to exist between what is communicated and the systems and structures of the organization. When the change leader asks you to do “A,” but other systems and structures tell you that “B” is what you should do, one should expect ambivalence and/or resistance until issues of alignment are addressed. If resistance is based on different definitions of the issues, then leaders need to return to the framing and analysis of the underlying problems and attempt to resolve the differences. If the resistance is based on differing views of the consequences, the reasons need to be understood and change plans modified if appropriate.

Job Loss at Fishery Products International

The 2008 closing of the Fishery Products International (FPI) processing plant in Harbour Breton, Newfoundland, is “devastating,” says Earle McCurdy, president of the Fish, Food and Allied Workers Union. “This closing has put 350 people out of work in a community of 2,100. You don’t have to be a Ph.D. to determine the size of the impact,” he says. “And it’s not only Harbour Breton; it’s the entire peninsula.”

FPI officials blame the closing on an independent report that claims “the plant has major structural problems and is no longer safe for occupancy.” However, FPI spokesman Russ Carrigan released a statement saying, “The entry of China into the market for headed and gutted cod has driven the commodity price up dramatically—well beyond the point of our commercial viability.”32
Make the Change of the Psychological Contract Explicit and Transparent

The organizational context plays a role in determining reactions of people to change. The psychological contract that people have with the organization can be a critical contextual variable.43 The psychological contract represents the sum of the implicit and explicit agreements we believe we have with our organization. It defines our perceptions of the terms of our employment relationship and includes our expectations for ourselves and for the organization, including organizational norms, rights, rewards, and obligations. As such, they both influence and are influenced by the culture of the organization.44
Much of the psychological contract is implicit. Because of this, change initiators may be unaware of it when they alter existing arrangements. In effect, leaders often don’t recognize the impact such changes may have on the psychological contract. They fail to realize that employees may have a very different view than they do of what constitutes “their deal,” their employment contract, including what they have a right to expect and what is fair and equitable. The perceptions of sudden and arbitrary changes to the psychological contract of employees can lead to trouble.

While most people recognize that psychological contracts will have to adapt to changing conditions, they don’t react well to surprises and unilateral actions that fail to consider their input or that of their representatives. Changes that threaten our sense of security and control will produce a loss of trust, fear, resentment, and/or anger.45 People need to devote time and effort to absorbing the change and its implications. Even unilateral changes that will have a positive impact on employees may be resisted because of factors such as suspicion over the “real agenda” and concerns about a reduced sense of control or the capacity to perform.

When dealing with psychological contracts, remember that they do not exist in a vacuum. Changes to one person’s contract can have an impact on the psychological contracts of others, including the managers involved and the change leaders themselves. Effectively managing the interpersonal as well as personal dynamics when dealing with changes to psychological contracts represent important work that change leaders need to address.46
Ideas related to supervisory support, communications, and issues of fairness that have been discussed earlier will assist change leaders in dealing with the impact of the change on the psychological contract. Dmitriy Nesterkin argues that negative emotions and resistance to changes in the contract are reduced “by implementing and sustaining socially supportive and interpersonally just organizational environment, led by an emotionally intelligent management staff (p. 573).47 This includes following through and delivering on both the transactional commitments related to the change, as well as the relational elements of the contract.48
Gerwin explicitly communicated that there was going to be a significant change in the psychological contract. “If you want to come to work and read the newspaper, talk to your friends and fill up space and get your paycheck, that job is gone. But if you want a challenge and something to do, there may be an opportunity there.” He used language the people could understand and remember: They could not have their old jobs after the reorganization, but they could have a challenging job.50
Predictable Stages in the Reaction to Change

Change is inevitable—growth is optional
—from a bumper sticker

Change can be thought of as occurring in three phases: before the change, during the change, and at the end of the change. The stages in the reaction to change typically begin in advance of the actual change initiative as individuals worry about what will happen and what their personal consequences will be. The reaction can continue until long after the change initiative has been completed as people work through the feelings created by the change. When experiencing traumatic changes and transitions, people tend to go through a predictable sequence of stages similar to those outlined by Elizabeth Kübler-Ross in her work on grieving.51 The model suggests that emotionally healthy people will work through issues until they accept the change. From a change agent’s perspective, this is sometimes referred to as helping others work through the “valley of despair.” Table 7.2 integrates her insights with those of Fink,52 Jick,53 and Perlman and Takacs.54
Before the change: People who are anticipating significant change may experience pre-change anxiety. At this stage, people think something is in the wind, but they don’t know exactly what it is or how it will show itself. Uncertainty escalates and people often find themselves agonizing over the impact it could have on them as well as its impact on others. For many, the anticipation phase can be debilitating. In their desire to reduce uncertainty and anxiety, many will search for signs of what might be on the horizon. Rumors may abound. Others will deny the signs and signals of change, finding it too threatening to think about. During this phase, the organizational rumor mill often moves into high gear and increases anxiety levels. The confusion and uncertainty created often continue long after the change has been announced and may be coupled with fear, anger, alienation, defensiveness, and a variety of other responses that have strong attitudinal and performance implications. Ambivalent feelings described earlier are often generated at this point and are evident in comments and actions. As noted earlier in this chapter, people are more likely to speak up when the mixed emotions stem from conflicting beliefs. When conflicting emotions are involved, though, individuals often have more difficulty giving voice to negative emotional responses.55
Once change is announced: Even though people know that change is coming, many still experience shock when it actually arrives. Individuals at this stage may feel overwhelmed by events to the point of immobilization. Some people will engage in defensive retreat, holding onto the past and experiencing anger over the changes. Insecurity and a sense of loss and unfairness are common reactions. People will often try to avoid dealing with the real issues and try to reduce their risk by lowering their exposure and relying on habituated responses that have worked in the past. The sense of betrayal will be strongest for those who placed their greatest trust in the firm and who feel their psychological contract with the organization has been violated. Their trust in the leadership will typically decline. Some individuals may agree outwardly, announcing their willingness to cooperate (“We’re behind you all the way!”), only to act in a noncompliant manner when they are out of sight of those advocating the change. This behavior can sometimes extend to sabotage. Some people will engage in bargaining behavior, negotiating to make the change go away or to minimize its negative impact on them. Depression and guilt, stress and fatigue, and reduced risk taking and motivation have been regularly reported to follow such unsuccessful attempts to reverse the tide. Alienation can result.
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At the end: Finally, people begin to accept the change and acknowledge what they have lost. They begin to let go of the past and start to behave in more constructive ways. At this point, they can again take risks—not those associated with getting even, but rather those associated with liberation from the past and moving on. As risks are rewarded with success, confidence builds in the change. During the adaptation and change stage, people become more comfortable with or accepting of the change, internalize it, and move on.

People need to work their way through their reactions to the change phases in a systematic fashion to avoid becoming stalled. The same is true for the change process itself, which needs to happen in the appropriate order, according to Kotter. As the subtitle of his article Leading Change: Why Transformation Efforts Fail says, “Leaders who successfully transform businesses do eight things right (and they do them in the right order).” This order is as follows: establishing a sense of urgency, forming a change team, creating a vision for change, communicating the vision of change, empowering others to act, planning for and creating short-term wins, consolidating wins to reinvigorate the process, and institutionalizing the change. Skipping steps, Kotter says, only creates an illusion of speed and never produces a satisfying result.56 Both what you do and how you do it are important. See Toolkit Exercise 7.2 to think about the phases of change.

Even when people recognize the need for difficult decisions, they may have difficulty emotionally accepting and adapting to the consequences of change decisions.57 This emotional distress can be true regardless of the consequences. For example, even those who are retained after organizational downsizing will experience emotional upset. The survivor syndrome is a term that refers to the reaction of those who survive a poorly handled, traumatic change such as a downsizing.58 Survivor syndrome effects include lower levels of job satisfaction, motivation, and organizational loyalty; greater stress; greater ambiguity; vulnerability about one’s future position; a sense of entrapment in a negative situation; and guilt about being retained while others have been let go.59 To avoid some of the traps related to the survivor syndrome, individuals remaining with the organization need to understand the reasons for the decisions, feel people have been fairly dealt with, and that there are solid reasons for hope in the future of the organization and its positive implications for them.

As Jick and Peiperl point out, the sequence described in Table 7.2 provides a prescriptive, optimistic, and simplistic view of how individuals adjust to disruptive change.60 Some will move through the stages quickly, others will move more slowly, some will get stuck, and some will move more quickly than they should, taking unresolved issues with them. As an example, consider the actions of a senior executive who lost his job as the result of a merger. During the eight months it took him to find a new position, he focused on maintaining a very positive attitude. Friends marveled at his resilience, though some questioned whether he was living in denial. Upon joining a new firm as a vice president, he became increasingly critical and bitter about his new employer. His hostility had little to do with the organization he had joined or his new position. It was unresolved anger and other baggage related to his earlier dismissal. His inability to recognize and deal with this ultimately cost him the new position.61 When individuals get “stuck” in the early and middle stages, extricating themselves can prove very difficult.

Individual reactions to organizational change will be related to perceptions of the potential outcomes, and most changes will not be as severe and disruptive as those envisioned above. In the next section, the chapter explores three specific factors that have an influence on how people adapt to change:

· personality and experience with the rate of change

· the reactions of coworkers and teammates

· experience with and trust in leaders

See Toolkit Exercise 7.3 to consider your personal reactions to a change situation.

The Washington Suburban Sanitary Commission

In 2002, Washington Suburban Sanitary Commissions (WSSC) new general manager, John Griffin, was brought in to implement change given the threat of privatization that the organization faced. As an outsider hired into this role, he engaged in open and honest communication immediately, asking questions and being transparent with all stakeholders. Griffin led the organizational change with structural reorganization. As a manager working closely with Griffin, Steve Gerwin told his employees: “Don’t worry, when the change comes, there will be a job for you and even a better one than you have now. But if you think the job you used to have is going to be there, you’re wrong.”49
Stakeholders’ Personalities Influence Their Reactions to Change

Some individuals (innovators, early adopters, or members of the early majority) are generally more predisposed to change (see our discussion in Chapter 6). Others tend to review carefully the experience of others and commit later in the process (the late majority and late adopters). Finally, there are those who resist adopting change until the bitter end.62 These predispositions to change are influenced by individual factors such as susceptibility to the social influence of others, tolerance for risk and ambiguity, and self-image (e.g., innovator versus cautious adopter). See Toolkit Exercise 7.4 to think about your natural predisposition to change.

As the above suggests, individuals’ perceptions of the change experience and the risk of change will be influenced by their personalities.63 People who have a low tolerance for turbulence and ambiguity tend to be most comfortable in stable environments.64 As the rate of change accelerates, they will experience increased stress as they attempt to cope and adjust. At low to moderate levels, though, this increased stress may also lead to increased job satisfaction if people experience success with change. However, when change comes to be seen as increasingly disruptive or radical, the resulting stress and strain will tend to produce increasingly elevated levels of anxiety and fear, defensiveness, fatigue, and ultimately hopelessness, alienation, and resignation. Levels of absenteeism and turnover, errors and accidents, and depressed levels of work satisfaction are commonly observed to escalate as such stressors rise.65
People who have a high tolerance for turbulence and uncertainty will find stable and unchanging environments unsatisfying after a period of time. When they find novelty and challenge lacking, concerns grow that their careers have stalled,66 and they experience increasing levels of boredom, frustration, absenteeism, and turnover.67 As the rate of change increases to moderate levels, so will their levels of satisfaction and interest, particularly if they become directly engaged with the change initiative. As the rate of change and the accompanying levels of turbulence and uncertainty intensifies to levels that are outside their comfort zones, effects similar to those seen in low-tolerance individuals are observed, although the effects occur later at higher rates of change (see Figure 7.2).

Take a few moments to revisit the question of how you react to change and reflect on your experience. What is your predisposition to accept change? You can also use this to help understand your stakeholders (see Toolkit Exercise 7.5).

Prior Experience Impacts a Person’s and Organization’s Perspective on Change

Previous experience with change will affect a person’s view and behavior. Long periods of stability and minimal change will lead to people seeing change as more unsettling and risky than those with somewhat more frequent encounters with change.68 Even those who are thinking “thank goodness, we’re finally doing something!” may at first experience elevated levels of perceived risk and stress from exposure to even moderate levels of change.

A sustained period of continued success with a particular strategy can cause individuals and organizations to become trapped by those strategies and tactics that have served them well. The tendency to rely on competencies and strategies that have worked in the past is referred to as a competency or a complacency trap.69 Faced with the need for change, they rely on those approaches that have worked well in the past, even though the old strategies are no longer effective because they are no longer well aligned with their environment. Breaking out of these traps is not easy.

If organizations and their employees have adapted successfully to ongoing experiences with moderate levels of change, then those employees are likely to be more open and flexible. The organization’s change “muscles” are toned. Those who have regular, ongoing exposure to moderate amounts of positive change (e.g., through continuous improvement) tend to find change to be less unsettling and hence less risky because they become accustomed to believing that tomorrow will likely be different from today and that this is not something to be avoided.70
However, when organizations and employees live in an environment with extended periods of major upheavals and uncertainty, the sense of personal risk escalates and remains high. Under these conditions, employees may become exhausted and feel increasingly vulnerable to the next wave of change. They become jaded and alienated if earlier promises and hopes for improvement have gone unmet. Those who have not exited the firm may resign themselves to adopting a strategy of keeping their heads down to avoid personal risk. Under these extreme conditions, the perceived risk attached to a particular change initiative may actually diminish. Like those in danger of being swept overboard in a storm, individuals may be prepared to grasp onto any plausible change initiative that looks like it could serve as a lifeline, unless their alienation is such that they have effectively given up.

Figure 7.2 depicts a hypothetical connection between past rates of change experienced by people in an organization and the degree of perceived risk with an anticipated change. It illustrates the adaptability and resilience that individuals exhibit as a result of their experience with the previous rates and types of change within an organization. For example, if people have experienced long periods of minimal change, they will likely perceive higher risks with the proposed change. The perceived risk of the proposed change declines if there has been a moderate rate of change within the organization and a general normalization and level of comfort associated with past changes. As the normal rate of change increases in intensity and/or becomes drawn out, the perception of risk associated with the new change begins to rise again. When the rate and level of intensity of change reach a certain point, those involved will be ready to grasp at anything with the potential of offering a way out (see drop-off line in Figure 7.2). This pattern can be seen when participants recognize that the organization is in a crisis state, and they become unfrozen and ready to change. In a crisis situation, one can expect initial defensiveness followed by openness to change if a viable path forward can be offered.71
As has been discussed, both personality and past experiences with change affect how people view proposed changes. Table 7.3 outlines the hypothesized interactions between an individual’s need for change, tolerance for ambiguity, and the frequency and magnitude of the change experience.

Coworkers Influence Stakeholders’ Views

Our views of change are also influenced by the comments and actions of those around us—particularly those whose opinions and relationships we value (see Table 7.4). Trusted mentors, managers, and friends can be particularly influential. If those we trust are positively predisposed toward a change initiative, we may be influenced in that direction. Similarly, if they are experiencing serious concerns about the change or are opposed to it, they will influence us to consider factors that may move us in the opposite direction.72
Consider, for example, the reactions of the immediate supervisor who is on the firing line when it comes to implementing change. Have they been involved in developing the change and/or do they feel fully informed about the need for and nature of the change, and its implications? Do they feel that they have been listened to? Research shows that supervisors/managers have a significant influence on how the change is perceived and reacted to by their direct reports. It comes as no surprise to find that managers who are more committed to the change are more likely to generate more positive responses to the change in those who report to them.73 Yet all too often, frontline managers report that they found out about the change at the same time as their direct reports. They see themselves as being expected to explain and voice support for the change but feel ill-informed about it and excluded from the process until the very end. Ignoring them is a mistake to be avoided. Engaging them as valued contributors to the change process increases the likelihood that they will communicate support for the change with those they influence, and constructively participate in its implementation.74
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Figure 7.2 Degree of Perceived Risk Associated With a Particular Change
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Coworkers and work groups play a critical role in how people sort out their own reactions to change, because these individuals live in a similar organizational world and their relationships are bound together by norms, roles, and shared obligations and experiences. When coworkers are ambivalent on the desirability of a particular change, one can expect to see skepticism in others as they sort out their own feelings about the matter. The importance of coworkers’ reactions increases as the strength of relational ties rises. The more coworkers see themselves as part of a cohesive team, the greater will be their influence.75 Even groups that seem to be in conflict will often become cohesive and turn on the “outsider” who is seen to be threatening group members. Change leaders who ignore cohesion, norms, and varying levels of ambivalence do so at their own peril.
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