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1) Use Measures and Controls That Are Perceived as Fair and Appropriate

2)Avoid Sending Mixed Signals

3) Ensure Accurate Data

4) Match the Precision of the Measure With the Ability to Measure

5) Control Systems and Change Management

6) Controls During Design and Early Stages of the Change Project

7) Controls in the Middle of the Change Project

8) Controls Toward the End of the Change Project

Chapter content:

Selecting and Deploying Measures

There is no shortage of possible measurement indicators: cycle time, machine efficiency, waste, sales per call, employee satisfaction, waiting time, market share, profitability per sale, cost of sale, and customer retention, to name a few. If change agents try to measure everything concurrently, they are likely to lose focus. To focus attention, agents need to be clear about the stage of the change process and what dimensions are important to monitor at a particular stage given the desired end results. Here is a list of criteria to help change leaders determine which measures to adopt.


Figure 10.1 The Four-Stage Change Process

Focus on Key Factors

An accurate analysis of the change challenges will mean that change leaders will know which factors are key and what levers will move people in the direction of the desired change. Measures influence what people pay attention to and how they act, even when they believe those actions are ill advised.15 Consider the all-too-common practice of trade loading, the inefficient and expensive practice of pushing excess inventory onto distributors and retailers in order to make the manufacturer’s numbers look better in the short term.16 For years, staff at Gillette knew that the practice of trade loading was having a negative effect on pricing, production efficiencies, customer relationships, and profitability. Trade loading meant unsold inventory was hidden from Gillette’s eyes in the distribution channels and price discounting was eroding margins (distributors quickly learned how to time purchases to take advantage of such discounts). In spite of the widespread awareness that this practice was ill advised, it continued until new leadership realigned key measures and practices to support the desired changes and finally brought an end to an unhealthy practice.17
Knowing the critical measures to develop, deploy, and monitor at the different stages of the change process is a complex issue. In the Gillette case, this involved measures that demonstrated the negative consequences of trade loading, showed the positive consequences of the change vision, and assessed performance in ways that aligned with the change vision and targeted outcomes.

Use Measures That Lead to Challenging but Achievable Goals

Employees need to believe that they can achieve challenging goals. Measurements that note small steps to the larger goal and measures within an individual’s control will tap into desired motivations.

Use Measures and Controls That Are Perceived as Fair and Appropriate

Employees’ perception of the appropriateness and fairness of the measures and control processes is driven as much by the process used to develop and legitimize them as by the outcomes they deliver.18 Even reasonable measures may not be acceptable if people feel the measures were forced on them. Good processes will reduce resistance through communication, as communication provides opportunities for input and feedback while building trust and support. Avoid applying measures in ways that punish people who take reasonable actions based on their understanding of the change goals and what is expected of them.

Measurement and control processes are more likely to be accepted if the process used in developing them is seen as reasonable and fair, even if those measures lead to negative outcomes for those being measured (this matter of fair process was discussed earlier and in more detail in Chapter 7). It is very beneficial if individuals who are responsible for delivering on measures see them as relevant and fair.

Avoid Sending Mixed Signals

Measurement systems related to change often send conflicting signals, and it is not unusual for change leaders to say one thing but signal another through what they measure and reward. For example, an organization may initiate changes aimed at enhancing quality and customer satisfaction but then “wink at” the shipment of flawed products to meet just-in-time delivery metrics and avoid exceeding its internal scrap and rework targets. Managers do this even though they know that substandard products will increase warranty work, require customers to do rework, and put the firm’s reputation with the customer at risk. The fundamental problem in this example is that measures are not aligned with goals.

Aligning measurements and avoiding mixed signals is tricky because there are always tradeoffs. For example, employees’ acceptance of a particular step (as measured by survey results) and the achievement of a particular performance milestone (e.g., going “live” with a new customer service module) may end up conflicting. The firm may have succeeded in going “live” with the new module, but employees and customers may be unaware of or confused about the advantages associated with the new module versus the costs and benefits of remaining with the existing approach. Change leaders need to address such matters by providing advice on how these tradeoffs associated with the change and the potentially conflicting signals generated by different measures should be handled. If this isn’t done, change initiatives may flounder in the subsequent confusion.

The Canadian division of a U.S. auto parts firm initiated a change initiative in the form of a new quality program and reinforced it with a gigantic display board preaching, “Quality is important because General Motors demands it!” However, next to this sign sat pallets of completed parts with supervisory tags that approved shipment, overriding quality control inspection reports that had ordered rework prior to shipment. The firm’s management had not addressed how to resolve conflicts between the new quality initiative and their just-in-time obligations. Supervisors looked at how they were measured and concluded that delivery trumped quality. Employees looked at how their supervisors reversed decisions on substandard quality and concluded the new quality program was a joke and a waste of money. The inability to reconcile the handling of the quality problems with their delivery obligations led to the loss of the GM contract and the closure of the plant approximately 18 months after the display board was first unveiled.19
Employees are very aware of such conflicting messages. Confusion, frustration, sarcasm, and eventually alienation are the natural consequences. When such inconsistencies are built into a change initiative and go undetected or unaddressed by the change leader, cynicism about the change and its supporters increases, and the change process falters. Kerr’s well-known paper, “On the Folly of Rewarding A, While Hoping for B,” explores many of the issues around measurement and the production of unintended consequences.20
Ensure Accurate Data

Employees, customers, and others are likely to supply accurate and timely data when they trust the measurement system and believe that data will not be used to harm them. Excessive rewards for success, undue sanctions for missed targets, or a very stressful work environment can lead to flawed information from carefully designed sets of measures.21 These pressures create incentives for individuals to report inaccurately or to shade the reality of the situation. To ensure accurate and timely data from the measurement system, those supplying the data need to trust who it is going to and believe that it is their responsibility to comply fully and honestly. Keep pressure at reasonable levels and avoid excessive rewards for success or excessive consequences for not achieving targets.

Match the Precision of the Measure With the Ability to Measure

A measurement motto might read, “Better to be approximately right than precisely wrong!” Change leaders need to match the measures to the environment. If the change is significant, clearly structured, and predictable, leaders can devote time and resources to developing precise, sophisticated measures. However, if the change environment is turbulent and ambiguous, approximate measures are more appropriate.22 Change agents need to make their choices based upon (a) how quickly they need the information, (b) how accurate the information needs to be, and (c) how much it will cost. Information economics point to the fact that designing the needed information for a change initiative inevitably involves tradeoffs among these three components.23
The general rule of thumb is to keep the measures as simple and understandable as possible, and make sure that they attend to the important elements of the change in a balanced way. Table 10.1 looks at the nature of the change context and considers what types of measures will be appropriate.

Regardless of the measures chosen, change leaders need to be seen as “walking the talk.” When leaders treat the measures as relevant and appropriate, employees will see that they are serious about what they are espousing. Use sound communication practices when dealing with questions related to what to measure, who to engage in discussions about measurement and control, how to deploy the measures, and how to interpret and use the data effectively to manage the change. Change leaders’ behaviors that reinforce perceptions of the fairness and appropriateness of the measures and instill confidence in their proper application are very important in legitimizing measurement as a powerful tool in the change process.24
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Control Systems and Change Management

Robert Simon, an expert in the area of management control systems, believes that managers focus too much on traditional diagnostic control systems developed from management accounting. Managers need to think about four types of control levers as constituting the internal control systems when considering change. That is why strategy lies at the center of his model, because what one attempts to do needs to consider the influence of all four of these control levers.25
· Interactive controls—the systems that sense environmental changes crucial to the organization’s strategic concerns. For example, market intelligence data that helps firms better understand and anticipate competitor actions.

· Boundary systems—the systems that set the limits of authority and action and determine acceptable and unacceptable behavior. For example, limits to spending authority placed on managerial levels. These focus on what is unacceptable and identify both what is prohibited and what is sanctioned.

· Belief systems—the fundamental values and beliefs of organizational employees that underpin the culture and influence organizational decisions. For example, the stated organization values that often accompany the vision and mission.

· Diagnostic/steering controls—the traditional managerial control systems that focus on key performance variables. For example, sales data based on changed selling efforts.

Each of these systems can help in implementing change, but they serve different purposes depending upon where you are in the change process. Interactive control systems help sensitize change leaders to environmental shifts and strategic uncertainties and the relevance of these on the framing of the change initiative. This will allow them to modify change plans in the face of environmental factors, and tend to play the biggest role when dealing with issues related to assessing the need for change and vision for the change.

Understanding the organization’s boundary system means change leaders know what sorts of actions are appropriate and which are inappropriate or off limits. The firm’s rules or boundaries need be respected and place limits on what actions are appropriate. If they choose, change leaders can test those boundaries explicitly, but they need to do so in an ethical and transparent manner.

An understanding of the organization’s belief system informs leaders about the culture and how beliefs and values influence action. This allows change leaders to frame initiatives in ways that are aligned with the core beliefs and the organizations, and the higher-order values of individuals, and use this alignment to help motivate desired actions and overcome resistance to change. Data in this area comes from direct experience with others in the organization, employee surveys and a systematic evaluation of past decisions, practices and behaviors. As in the case of boundary systems, change leaders may wish to address the need to modify those beliefs as part of the change, but should again approach the matter in an ethical and transparent manner. Otherwise they risk being accused of misleading people and acting inappropriately. This will destroy trust in them and the initiative.

Finally, a well-developed diagnostic control system helps change agents understand critical performance variables and milestones, and modify their approach to encourage desired behaviors and outcomes while discouraging dysfunctional ones. These are the steering controls and metrics they use to help them navigate their way on the change journey. As you can see, these controls and their related measures address the determination of the nature of the desired change, how it will be framed, and how progress will be monitored and assessed along the way (see Figure 10.2).

Table 10.2 sets out the different elements of the control system and relates them to the measures used at different stages of the change process. As the change progresses from initial planning to wrap-up and review, the control challenges and measurement issues also shift. The key is to align the controls and measures to the challenges posed at each stage of the change and prepare for the next. This helps to ensure that change leaders have the information and guidance they need to assess matters, make decisions, and manage their way forward.26
Controls During Design and Early Stages of the Change Project

At the commencement of a major change, mission and vision (i.e., belief systems), interactive control systems (e.g., environmental assessment), and boundary systems play particularly important roles in clarifying overall direction as options and potential courses of action are explored. Data from secondary research, exploratory discussions, preliminary organizational assessments, and initial experimentation are helpful at this stage because they allow projects and alternatives to be considered in a grounded manner. The organization’s readiness for change (discussed in Chapter 4) can be assessed and steps taken to enhance readiness. Information from multiple sources is used to sort out options, assess what should be done next, and make an initial go/no-go decision on whether to proceed in the development of the initiative.
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Figure 10.2 Strategy and the Four Levers of Control

Source: R. Simons, “Control in the Age of Empowerment,” Harvard Business Review, March-April 1995, p.85.
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In the early stages, change leaders need to have systems that will identify who to talk to and who will tell them what they need to hear, not what they want to hear. Enthusiasm and commitment on the part of change leaders are beneficial to the change but can create serious blind spots if not tempered by the reality checks that control systems can provide. As go/no-go decisions are made, change agents need to develop and refine the directional and steering control measures and specify important milestones. Project planning tools, such as the critical path method, can play a useful role (see Chapter 9).

Controls in the Middle of the Change Project

Indicators that define the overall purpose, direction, boundary conditions (what actions are acceptable and unacceptable) for the change, and core values and beliefs are still important in clarifying and framing what change is intended. However, diagnostic and steering controls (e.g., budgets and variance reports, project and activity schedules, and tracking of content from e-mails and phone conversations) play an increasingly important role in the middle of the change project. At this point, change leaders want to be able to track and receive timely and accurate feedback on progress. Change leaders need to recognize whether the information produced leads or lags the desired outcomes. As in the example of CPS discussed earlier in this chapter, customer satisfaction was a lead indicator of an improved sales climate, while repeat sales and profitability were lag indicators of the improved situation. If this had not been recognized, initiatives undertaken to improve customer satisfaction may have been discontinued because there was no immediate improvement in sales.

Milestones and road markers need to be developed through project planning and goal- and objective-setting activities. These markers can then be used to track progress and reinforce the initiative of others by recognizing their achievement. For example, if a firm were implementing a new performance management system, the completion and sign off on the design of the system, the completion of a training schedule, the achievement of needed levels of understanding and acceptance of the system (as assessed by measures of comprehension and satisfaction with the system), and the completion of the first cycle of performance reviews (with system evaluation data from those using the system) are possible road markers.

At important milestones, go/no-go controls once again enter the picture, with conscious decisions made about refinements to the change initiative. Change leaders need to make decisions about the appropriateness and desirability of proceeding to the next stage. If milestones are not being achieved, change leaders need to consider what sorts of actions, if any, should be undertaken or they may need to revisit the timeline or refine the measures used to track progress. In that respect, change leaders also need to consider how measures can help them think about contingencies and adapt to unforeseen situations.

Controls Toward the End of the Change Project

As the end of a planned change approaches, diagnostic and steering measures are replaced by concrete outcome measures. What was accomplished and what has been the impact? How do the results compare with what change agents expected at the beginning? What can be learned from the change experience? Change leaders need to capture the observations and insights from those who have been involved in the change, as it will help them prepare for future initiatives.

Toolkit Exercise 10.3 asks you to apply Simon’s control systems model to a change initiative

