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1
CHAPTER

Process models of change

Change managers, at all levels, have to be competent at identifying the need for
change. They also have to be able to act in ways that will secure change. While those
leading change may work hard to deliver improvements, there is a widely accepted
view that up to 60 per cent of change programmes fail to achieve targeted outcomes
(Beer et al., 1990; Jørgensen et al., 2008). Getting it ‘wrong’ can be costly. It is imperative, therefore, that those responsible for change get it ‘right’, but getting it ‘right’ is
not easy. Change agents, be they managers or consultants, are often less effective
than they might be because they fail to recognize some of the key dynamics that
affect outcomes and therefore do not always act in ways that enable them to exercise
sufficient control over what happens.
This chapter examines change from a process perspective, that is, the ‘how’ of
change and the way a transformation occurs. After reviewing the similarities and
differences between various process theories, attention is focused on reactive and
self-reinforcing sequences of events, decisions and actions and how they affect
change agents’ ability to achieve intended goals. It is argued that in order to minimize
any negative impact from these sequences, those leading change need to be able to
step back and observe what is going on, including their own and others’ behaviour,
identify critical junctures and subsequent patterns – some of which may be difficult
to discern – and explore alternative ways of acting that might deliver superior
outcomes.

States and processes
Open systems theory provides a framework for thinking about organizations (and
parts of organizations) as a system of interrelated components that are embedded in,
and strongly influenced by, a larger system. The key to any system’s prosperity and
long-term survival is the quality of the fit (state of alignment) between the internal
components of that system, for example the alignment between an organization’s
manufacturing technology and the skill set of the workforce, and between this system
and the wider system of which it is a part, for example the alignment between the
organization’s strategy and the opportunities and threats presented by the external
environment. Schneider et al. (2003, p. 125) assert that internal and external alignment promote organizational effectiveness because, when aligned, the various
components of a system reinforce rather than disrupt each other, thereby minimizing
the loss of system energy (the ‘get-up-and-go’ of an organization) and resources.
Effective leaders are those who set a direction for change and influence others to
achieve goals that improve internal and external alignment.
Miles and Snow (1984) argue that instead of thinking about alignment as a state
(because perfect alignment is rarely achieved), it is more productive to think of it as a
process that involves a quest for the best possible fit between the organization and its
4
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environment and between the various internal components of the organization.
Barnett and Carroll (1995) elaborate the distinction between states and processes.
The state (or content) perspective focuses attention on ‘what’ it is that needs to be, is
being or has been changed. The process perspective, on the other hand, attends to the
‘how’ of change and focuses on the way a transformation occurs. It draws attention to
issues such as the pace of change and the sequence of activities, the way decisions are
made and communicated, and the ways in which people respond to the actions of
others. Change managers play a key role in this transformation process.

The change process
On the basis of an extensive interdisciplinary review of the literature, Van de Ven and
Poole (1995) found over 20 different process theories. Further analysis led them to
identify four ideal types – teleological, dialectical, life cycle and evolutionary theories –
that provide alternative views of the change process:
## Teleological theories: assume that organizations are purposeful and adaptive, and
present change as an unfolding cycle of goal formulation, implementation, evaluation and learning. Learning is important because it can lead to the modification of
goals or the actions taken to achieve them.
## Dialectical theories: focus on conflicting goals between different interest groups
and explain stability and change in terms of confrontation and the balance of power
between the opposing entities.
## Life cycle theories: assume that change is a process that progresses through a necessary sequence of stages that are cumulative, in the sense that each stage contributes
a piece to the final outcome, and related – each stage is a necessary precursor for
the next.
## Evolutionary theories: posit that change proceeds through a continuous cycle of
variation, selection and retention. Variations just happen and are not therefore
purposeful, but are then selected on the basis of best fit with available resources
and environmental demands. Retention is the perpetuation and maintenance of the
organizational forms that arise from these variations via forces of inertia and
persistence.
A common feature of all four theories is that they view change as involving a number
of events, decisions and actions that are connected in some sort of sequence, but
they differ in terms of the degree to which they present change as following certain
essential stages and the extent to which the direction of change is constructed or
predetermined.

The ordering of stages
Some theories place more emphasis on the order of the stages in the change process
than others. For example, life cycle theories are more prescriptive about this than
teleological theories. Flamholtz (1995) asserts that organizations progress through
seven stages of development from new venture to decline and possible revitalization.
He argues that at each stage of development, the criteria of organizational effectiveness change. The major concern during the first stage of the organization’s life cycle is
survival and critical areas for development are markets and products. In the second
stage, resources are often stretched and operating systems become overwhelmed, so
resource management and the development of operating systems emerge as key tasks.
The third stage of the life cycle is the point where more formal management systems,
such as planning and management development, are required to ensure the longterm functioning of the business, and so on through the seven stages of the life cycle.
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Teleological theories are less prescriptive about the ordering of stages. They present
development and change as a repetitive sequence of goal formulation, implementation and evaluation, leading to the modification of an envisioned end state based on
what was learned or intended by the people involved (Van de Ven and Sun, 2011,
p. 61). While each of these stages is important and there is a logical sequence connecting them, the sequence does not have to, and often does not, unfold in a way that
follows the ordered linear sequence presented above. For example, while an initial
diagnosis may clarify a problem, it may fail to identify a desired end state, so the
process may have to unfold in a tentative way that involves constant testing or some
backtracking to earlier stages in order to achieve a valued outcome. Even when a goal
can be specified at an early point in the process, it is not uncommon for unanticipated
problems or new pressures for change to emerge and require attention even though
the current change sequence has not been completed. Example 1.1 illustrates this point.

Example 1.1 A car importer responds to imposed change
GETTY IMAGES/IMAGE SOURCE
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An importer of value-for-money, low-cost cars had, over
several years, built up a network of independent dealers
to retail the vehicles to customers with relatively low
disposable incomes. It was a successful business.
The manufacturer of the low-cost cars alerted the
importer to a forthcoming change. In order to counter
anticipated competition from even cheaper imported
cars from India and China, it had decided to reposition its
brand. It wanted to widen its market to include
customers who normally bought more expensive
vehicles, such as Ford or Opel. The manufacturer had
already announced the launch of a new model that was
technically superior to other cars in its range, but the new
announcement made it clear that it intended to follow
this up by rebranding and repositioning the entire range.
The importer quickly recognized that this would
require a lot of changes to its own business. Many of the
retailers who were part of its dealer network had started
out selling second-hand cars. Their showrooms tended
to be located in premises adjacent to their original petrol
retailing or repair shop businesses. They had longstanding relationships with many of their customers who
had first come to them to buy second-hand cars and

then moved on to purchase models from their range of
inexpensive imported cars. An initial diagnosis indicated
that the importer would have to encourage many of
these dealers to refurbish and modernize their premises
and, in some cases, relocate in order to attract the type
of customer who would be interested in better quality,
more expensive cars. Some dealers also had a relatively
unsophisticated approach to selling, indicating a need
for training and staff development. The importer quickly
began to formulate a change strategy, but initial
approaches to a sample of dealers to test out plans for
change met with strong resistance.
This triggered a rethink. The problem was reframed and
another diagnostic exercise was undertaken to explore the
possibility of replacing some of the existing dealers with
dealers who were already selling more upmarket vehicles
and who might be interested in either transferring their
allegiance or taking on an additional brand and selling the
imported cars alongside their existing range. When this
strategy was tested, not many distributors of other brands
showed much interest in transferring or diluting their
allegiance, so this prompted yet a further rethink.
This third way forward involved working with some
(maybe a majority) of the existing dealers to help them
make the changes required to sell the rebranded cars
and, alongside this approach, exploring the possibility of
developing a new relationship with an Indian
manufacturer of cheap cars. The plan was to establish a
related business to import and distribute its vehicles
using those dealers who were not prepared to move
upmarket. Before plans to pursue this strategy were well
advanced, a recession hit car sales, slowing plans to
move the majority of dealers upmarket, and the Indian
manufacturer announced a delay in its plans to launch its
low-cost vehicles in European markets. These changes
called for yet a further rethink of the situation.
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Predetermined versus constructed trajectories
Van de Ven and Poole (1995) argue that life cycle and evolutionary theories present
change as a predetermined process that unfolds over time in a prespecified direction.
This kind of change involves incrementally adapting organizational forms in predictable ways. The process may be prescribed by some inherent code (as in biological
evolution) or by the limits imposed by a wider system. Greenwood and Hinings
(1996), for example, argue that an organization’s institutional context can limit the
possibilities for change, especially when the organization is embedded in a wider
system that has tightly coupled relationships (see Chapter 3).
Teleological and dialectical theories, on the other hand, view change trajectories
as constructed, in the sense that goals, and the steps taken to achieve goals, can be
changed at the will of (at least some of ) those involved in the process. According to
this perspective, the process is not unduly constrained by an inherent code or
factors external to the immediate system. Those leading the change have the power
to intervene and act in ways that can make a real difference. The strategic choice
framework, for example, asserts that one of the key factors determining the effectiveness of an organization is the quality of the strategic choices made by members
of the dominant coalition who lead the organization. Teleological and dialectical
theories highlight the role of human agency and assert that change agents can act
to affect change in ways that will either promote or undermine organizational
effectiveness.

The impact of sequence on outcome
Although teleological and dialectical theories suggest that members of a system have
considerable freedom to construct change trajectories, and assert that it is possible
for them to break away from established routines and intentionally move the system
towards redefined goals, this may not always be easy to achieve in practice. The
nature of the change sequence, whether reactive or self-reinforcing (see Mahoney,
2000 and the sections below), will affect the extent to which those leading the change
will be able to realize this possibility.
A change process involves a number of events, decisions and actions that are
connected in a sequence. They are connected in the sense that each event is influenced by earlier events and also helps to shape subsequent events. In the sequence
A>B>C>D>E, event B is both a response to event A and a factor that shapes event C,
which in turn effects D and so on. The way an earlier event will impact later events
depends on how others respond.

Reactive sequences
Dialectical theories focus on the conflicting goals of those involved in a situation.
These conflicts give rise to reactive sequences, in which one party challenges another
party’s attempt to secure a particular change. In reactive sequences, subsequent
events challenge rather than reinforce earlier events. This is illustrated in Figure 1.1.
A leader implements a decision (A) as the first step along the way to achieving a
particular outcome (F). This action leads to responses (events B and C) that reinforce
the leader’s initial intention, but (in this example) this support is short-lived. The
earlier events provoke a reaction from others, maybe because they see little or no
benefit in the current direction of change. The outcome of this critical juncture is that
the change is pushed in a new direction. But this new direction may not be sustained
for long. In this example, it is challenged following event Y.
While those leading a change may attempt to avoid conflict by formulating a vision
that accommodates the interests of many constituencies – bosses, peers, subordinates,
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Figure 1.1 A reactive sequence

customers, suppliers, bankers – it may not always be possible to satisfy them all and
some may resist the change. This highlights the importance of not only working to set
a viable direction for change but also acting in ways that will align all those involved to
support it.
In some cases, negative reactions may only lead to minor deviations from the
leader’s intended path but sometimes the reaction can block or radically transform
the change. Mahoney (2000) refers to the possibility of a ‘backlash’, and Pierson (1998)
observes that events can trigger counter-reactions that are powerful enough to move
the system in a completely new direction. Example 1.1 provides a good illustration
when the car dealers resisted the importer’s plans for change. Example 1.2 presents
another instance of this at British Airways.

Self-reinforcing sequences
Self-reinforcing sequences occur when a decision or action produces positive feedback that reinforces earlier events and supports the direction of change. This reinforcement induces further movement in the same direction. While self-reinforcing
sequences can deliver benefits over the short term, change managers need to be alert

Example 1.2 BA cabin crew dispute
British Airways (BA) needed to change in order to
compete against the increasing number of low-cost
airlines, absorb rising fuel prices and adapt to the global
recession.
The company announced changes in staffing levels,
pay and conditions in order to cut costs. A number of
changes were implemented, including some staff
switching to part-time working and others taking
voluntary redundancy, but a proposal to reduce the
number of cabin crew on long-haul flights from 15 to 14
was fiercely resisted.
Actions and reactions, including strikes, suspensions
and dismissals, continued for 18 months. Early on in
the dispute, reactions escalated to the point where
cabin crew decided on a 12-day strike over the
Christmas holiday period. BA responded by taking
legal action that prevented the strike from taking
place. After two weeks of talks between BA
management and Unite (the trade union representing
cabin crew), the union decided to reballot members

and the result was a vote in favour of strike action,
starting with an initial 3-day strike. Following the strike,
the company withdrew generous travel concessions
from those workers who had participated in the
industrial action.
Action and reaction continued to escalate the
dispute. Three months later, after failing to reach a
compromise with its staff, BA won a court injunction
preventing a series of planned strikes. Talks to avert
further action broke down when demonstrators
stormed the building and the CEO had to be escorted
away for his own protection. After more strikes and a
bitter war of words, it was reported in the press that BA
had suspended 80 cabin crew and sacked a further 13
because of incidents relating to the dispute, including
the intimidation of cabin crew who wanted to continue
working. Further votes for strike action and legal
wrangling to prevent industrial action continued until,
after almost 18 months, the dispute was eventually
resolved.
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to the possibility that they may draw them into a path that will deliver suboptimal
outcomes over the longer term. This will be illustrated with reference to three drivers
of self-reinforcing sequences: increasing returns, psychological commitment to past
decisions, and cognitive biases.

Increasing returns
An important driver of self-reinforcing sequences is increasing returns, a concept
that initially received attention from economists. Pierson (2000) traces early interest
to Arthur (1994) and David (1985). They argued that a particular technology that is
first to market or widely adopted by early users, for example the QWERTY keyboard
and VHS video format, may generate increasing returns and achieve a decisive
advantage over competing technologies, such as the Dvorak keyboard and Betamax
video format, even though it may not be the most efficient alternative. Arthur (1994)
points to four conditions that can promote increasing returns. These conditions are
not restricted to the adoption and diffusion of new technologies, but apply to almost
every aspect of organizational change:
1 Set-up costs: Where these are high, there is an incentive to stick with a chosen
option so as to spread costs over a longer run of activity. For example, following the
implementation of a new business process, increasing returns from the initial
investment (set-up costs) are likely to be achieved if the new arrangements persist
over a period of time.
2 Learning: Knowledge gained from repetitive use can lead to increased proficiency
and continuous improvement. For example, organizational members learn by doing
and the more they do, the more proficient they become. This learning provides a
powerful incentive to continue down the same path because doing yet more of the
same leads to increasing returns from exploiting these acquired competences.
Switching to new ways of working might, at least in the short term, lead to diminishing returns while new competences are developed.
3 Coordination: The benefits received from a particular activity increase as others
adopt the same option. Arthur observed that as more people bought VHS video
recorders, video stores found it advantageous to stock VHS rather than Betamax
tapes, which, in turn, encouraged more people to buy VHS recorders.
4 Betting on the right horse: People recognize that options that fail to win broad
acceptance will have drawbacks later on, therefore they are motivated to select the
option they think will be adopted by most others. They anticipate that persisting
with this choice will generate increasing returns in the future.
Example 1.3 is an illustration of how increasing returns can create a situation where a
company sticks with a winning formula too long and fails to respond to new opportunities and threats as they emerge.
This example illustrates the danger of increasing returns, which, in the case of
Nokia, had led to too much attention being focused on devices. The company had
missed the new big trend and was in danger of being squeezed out of what was fast
becoming the most highly profitable segment of the market. Growing profits from
hardware and Nokia’s dominant position in the mobile phone market had undermined its long-term success. Not long after Elop’s memo was circulated, Nokia
announced a new strategic direction, which involved a partnership with Microsoft to
build a new mobile ecosystem. Nokia also announced that the Windows Phone operating system would be its primary smartphone platform. However, this move failed to
rescue the situation and, in 2014, Nokia sold its handset division to Microsoft, refashioned itself as a telecoms equipment maker and has now re-emerged as one of the
largest telecom network providers (McKinsey, 2016).
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Example 1.3 Nokia: sticking with a winning formula for too long
Nokia started out as a
wood pulp and
paper manufacturer
in 1865 and evolved
into an industrial
conglomerate
producing rubber
boots, cables,
generators, military
communications
equipment,
televisions and other
consumer
electronics. In 1992,
the company
changed strategy,
focusing on telecommunications and beginning to sell
off its interests in other sectors. By 1998, this new focus
plus the company’s early investment in GSM (global
system for mobile communication) technologies and
second-generation mobile technology (which could
carry both voice and data traffic) led to Nokia becoming
the world’s largest producer of mobile phones. Between
1996 and 2001, turnover increased from €6.5 to €31 billion
and the growth in sales and profitability continued until
2008. Economies of scale, competences – especially in
hardware design – and widespread consumer
confidence all contributed to the company’s success.
New devices continued to be developed, including
Nokia’s first touch screen phone, released in 2007, and a
phone with a full QWERTY keyboard to compete with
BlackBerry devices, released in 2008. Nokia also
developed phones with music and social networking
GETTY IMAGES/JUPITERIMAGES
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capabilities. However, research and development effort
was focused on exploiting what Nokia was already good
at rather than exploring new opportunities.
By 2011, the company employed 130,000 staff in 120
countries but in February of that year, Stephen Elop, the
newly appointed CEO, circulated a speech alerting staff
to an unfolding crisis which was subsequently picked
up by many media sources (see Ziegler, 2011;
Constantinescu, 2011; Arthur, 2011; Gee, 2011). He told
them that consumers, while still valuing devices, were
increasingly attracted by software and went on to argue
that Apple had redefined the smartphone in a way that
attracted developers to a closed but powerful
ecosystem. It has ‘changed the game, and today, Apple
owns the high-end range’. He went on to talk about
how the Android operating system had, in just two
years, created a platform that attracted application
developers, service providers and hardware
manufacturers such as Samsung, and how Google had
become ‘a gravitational force, drawing much of the
industry’s innovation to its core’.
For almost two decades, hardware had delivered
increasing returns and been the source of Nokia’s
profitability, but Elop argued that:
The battle of devices has now become a war of
ecosystems, where ecosystems include not only the
hardware and software of the device, but developers,
applications, ecommerce, advertising, search, social
applications, location-based services, unified
communications and many other things. Our
competitors aren’t taking our market share with
devices; they are taking our market share with an
entire ecosystem.

Psychological commitment to past decisions
Another self-reinforcing mechanism is psychological commitment to past decisions.
While most decision theories posit that individuals are prospectively rational and
make decisions in order to maximize future benefit, Staw (1976, 1981) argues that, in
practice, decision makers are often motivated by retrospective rationality and the
need to justify past decisions. Staw (1976) observed that, when faced with negative
outcomes following a decision, leaders may commit additional resources in order to
justify the earlier decision and demonstrate the ultimate rationality of their original
course of action. But the additional investment may not rescue the situation. Instead,
it might lead to further negative consequences, which, in turn, trigger another decision to invest yet more in an attempt to secure a positive outcome. Staw refers to this
negative cycle as the ‘escalation of commitment’ to a chosen course of action.
Two factors appear to encourage this escalation of commitment. The first is change
managers’ need to demonstrate their own competence and justify an earlier decision.
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This can take the form of self-justification to protect their own self-image, or justification to others in order to prove to them that an earlier decision was not wrong. The
second is a response to a perceived pressure for consistency. Staw (1981) argues that
in many organizational settings there is a perception that change managers who are
consistent in their actions are better leaders than those who switch from one course
of action to another. Consistent change managers who persist with a course of action
in the face of early setbacks are often viewed as being courageous, committed and
steadfast, whereas those who monitor performance and, if results are not as good as
anticipated, are prepared to change course can be seen to be indecisive and less
effective.
These forces can encourage change managers to escalate their commitment to past
decisions in the hope that this commitment will demonstrate that an apparent poor
decision was actually a good decision when viewed over the long term. This selfreinforcing mechanism often makes it difficult to change course, even when those
leading the change are aware that a series of past decisions have been suboptimal.
Example 1.4 illustrates how the escalation of commitment contributed to the loss of
£469 million when the FiReControl project failed.

Cognitive biases and interpretive frames
A change manager’s implicit theory about how things work and selective perceptions
about what is important can give rise to cognitive biases and idiosyncratic ways of
interpreting events, which can push them to develop and persist with visions and
goals for change that may be unfit for purpose. Conger (1990) suggests that while

Example 1.4 Failure of the FiReControl project
The FiReControl project involved replacing the control
rooms in 46 local Fire and Rescue Services across
England with a network of nine purpose-built regional
control centres that were to be linked by a new national
computer system. This new interlinked network was
designed to enable fire brigades to be directed more
easily to the scenes of large emergencies, such as
terrorist attacks, industrial accidents, rail crashes or floods,
and to improve national resilience. The project was
launched with a budget of £70 million, but, following a
series of delays and difficulties, was terminated several
years later, with none of the original objectives achieved
and a minimum of £469 million being wasted. Eight of
the purpose-built centres had been empty for up to
three years, at a cost of £4 million a month in
maintenance, because the new computer system had
not been delivered.
A number of Members of Parliament (MPs) on the
Communities and Local Government Select Committee,
although critical of the way the project was being
managed, expressed the view that because so much
money had already been spent, the project should
continue and would eventually reap benefits. The Fire
Brigades Union (FBU) disagreed and argued that to
continue would involve ‘throwing good money after

bad’. However, Shahid Malik, the then fire minister,
backed the committee’s view that the project should go
ahead. Not everybody was happy with this
recommendation. John McDonnell MP, FBU
parliamentary group secretary, said on BBC Radio 4’s Face
the Facts:
It is very difficult for senior civil servants, ministers
and secretaries of state to admit they have made a
mistake … What usually happens is rather than admit
a mistake they throw more money at it and try to save
the phenomenon.
Seven years after the project was launched, Margaret
Hodge MP, chair of the Public Accounts Committee
(PAC), described the FiReControl project as a complete
failure. The PAC heard that the department in charge of
the project had failed to secure the cooperation of the
locally accountable and independent Fire and Rescue
Services and had attempted to rush the project
without a proper understanding of the costs or risks.
When the project was finally cancelled, Matt Wrack,
general secretary of the FBU, said: ‘We have been
sounding the alarm about this project for seven years,
often as a lone voice, and this decision shows that we
were right.’
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those leading change need to make a realistic assessment of the opportunities and
constraints in a situation and be sensitive to the needs and priorities of those who
have a stake in the change, this may not happen. Those leading the change can
become so committed to a project that they only pay attention to information that
supports their own position. Edwards (2001) suggests that leaders have a tendency to
classify decisions into categories by comparing immediate decisions with similar past
decision scenarios. This encourages them to evaluate outcomes by focusing attention
on only those attributes of the immediate situation that are consistent with the
selected scenario category. Important but inconsistent information is ignored as they
develop a mindset that restricts their attention to (only) those aspects of a situation
they perceive to be relevant. Their failure to pay attention to inconsistent or negative
feedback creates an illusion that they are acting effectively. This cognitive bias may be
reinforced if change managers have a history of past successes, because a successful
track record can promote a sense of self-belief and the perception that they are able
to exercise sufficient control to achieve desired outcomes (see Chapter 4 for more on
the ‘trap of success’). Where a change is led by a cohesive leadership team, this selfreinforcing mechanism can be further strengthened if members suppress dissent and
impede reality testing by engaging in what Janis (1972) describes as ‘groupthink’.
Example 1.5 provides an example of cognitive biases at work.

Example 1.5 Unrealistic goals for change at Direct Banking
A successful Dutch-based telephone and internet bank
(referred to here as Direct Banking) serves customers
across much of Europe. Over the past 14 years, it has
developed an organizational culture that values the
customer and focuses everybody’s attention on delivering
exceptional customer service. Staff working in the service
centres are not restricted to narrow ‘scripts’ when talking
to customers and are encouraged to develop relationships
with them in order to identify and satisfy their needs. Over
85 per cent of Direct Banking’s customers have
recommended the bank to their friends and family, and
the quality of its communication with customers has been
a major factor contributing to its success.
Following a 10-year period of rapid growth, costs
began to increase and margins were squeezed. A new
CEO was appointed to tackle the problem. Soon after
taking up his post, he brought in two new managers to
replace two existing members of the bank’s executive
team. One of the displaced managers took early
retirement and the other moved into a new role within
the bank.
After being in post for just four weeks, the CEO
informed the executive team that he wanted to
introduce voice automation and routing (VAR). His vision
was to drive down costs by using speech recognitionbased technology to analyse in-bound calls in order to
identify callers, why they are calling and what kind of
transaction they required. In those cases where full
automation of the transaction was not possible, he

argued that partial automation could provide an
intermediate solution by collecting routine data (such as
account numbers and the service required) and routing
the call to a specialized agent who could complete the
transaction.
The new CEO was respected for his outstanding past
record of using technical innovation to drive down costs
and increase margins and, since joining the bank, he
made good use of already established internal
communication channels to convince others that radical
change was required to restore the bank’s profitability.
However, some senior managers, who had been involved
for over a decade in developing the bank’s outstanding
reputation for customer service, informed the CEO they
were worried that the proposed automation would
damage the brand and do little to rescue the situation.
They were particularly concerned because the new CEO
had no previous experience of running a serviceoriented brand. The new CEO listened but was not
diverted from his chosen way forward. With the aid of his
two new appointees, he managed the internal politics
with considerable skill and convinced some of the
doubters by suggesting ways in which the new
technology could be adapted to increase its appeal to
customers.
A project team was established and set to work. At an
early stage, the team informed the CEO that the thirdparty vendor who was to provide the VAR technology felt
that the plans to modify the system to address possible
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did little to modify the CEO’s view and he persisted with
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groups with customers were so negative that it was
obvious that implementing VAR would do serious
damage to the brand. It was this belated feedback that
eventually forced the CEO to revise his position and
abandon the project.

Path dependence
An important feature of many self-reinforcing sequences is that early steps in a particular direction can produce further movement in the same direction and, over time, this
process can constrain change leaders’ freedom to construct and manage an effective
change trajectory. Sydow et al. (2009) refer to this constraining process as ‘organizational path dependence’. Path dependence begins with a critical event that triggers a
pattern of self-reinforcing practices, which eventually squeeze out alternatives and limit
a change manager’s scope for action. Sydow et al. (2009) conceptualize path dependence as a three-phase process: preformation, path formation, and lock-in (Figure 1.2).
Phase I

Phase II

Phase III

* * * * * * * ** * * * * *
*** * * * * * * * *
* * * * * ** * * * * *
* * *
*
* * ** ** * * * * * * * * * ** **** * ***** ** **
*
**** * * ** ** * * ** * *
*
* * * * ** * *
*
Critical juncture

* Options

Emerging path

Lock-in

Time

Range of available options

Figure 1.2 The constitution of an organizational path
Source: Republished with permission of the Academy of Management, from Academy of
Management Review, ‘Organizational path dependence: opening the black box’, Jörg Sydow, Georg
Schreyögg and Jochen Koch, 34(4), 2009, page 694; permission conveyed through Copyright
Clearance Centre, Inc.

1 In the preformation phase, there are few constraints on change managers’ freedom
to act other than the organizations’ established routines and practices. However,
during this phase, one or more decisions or actions trigger a self-reinforcing
sequence. This point is a critical juncture that marks the start of the second phase.
Collier and Collier (1991) suggest that critical junctures can involve relatively brief
periods, in which one particular direction emerges as the way forward, or they can
involve an extended period of reorientation.
2 In the path formation phase, self-reinforcing sequences lead to the development of
a pattern of events, decisions and actions that begins to dominate and divert change
managers’ attention away from alternative ways forward. While there is still a range
of available options, this range narrows and it becomes progressively difficult to
change course.
3 The lock-in phase is characterized by a further narrowing of options and the process
becomes locked into a particular path. Schreyögg and Sydow (2011, p. 325) describe
the most precarious feature of this stage as the risk of becoming dysfunctional as
leaders lose the capability to adapt to new circumstances or better alternatives.
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They become locked in to a particular way of functioning. When faced by more
efficient alternatives or critical changes in the environment, established processes
and practices persist and the system fails to adjust.

Minimizing the impact of reactive and self-reinforcing sequences
Sometimes, those leading a change are less effective than they might be because they
fail to recognize some of the dynamics that affect outcomes, and so they do not
always act in ways that will enable them to exercise as much control as they could
over what happens.

Reactive sequences
When change involves different parties that are each seeking to pursue their own
interests, then, depending on the balance of power, reactive sequences are likely to
emerge. Often, reactions that are negative (from the point of view of the change
agent’s intentions) can be quickly detected but this is not always the case, especially
when those who are unhappy with the emerging direction of change lack the confidence to voice their concerns, or have insufficient power to challenge events as they
unfold. In the short term, those affected by the change may comply with leaders’
directions but, at a later juncture, they may develop the confidence or acquire the
power to challenge the way the change is being managed.
Change agents can improve their effectiveness by scanning their environment for
threats and anticipating resistance, or responding quickly when others fail to
support their actions. Mangham (1978), drawing on earlier work by Goffman (1959),
discusses how leaders, like actors, can assess their ‘audience’ prior to a performance.
He refers to Goffman’s observation that some actors use mirrors so that they can
practise and become an object to themselves backstage, before going ‘onstage’ and
becoming an object to others. In a similar way, change managers can anticipate how
those affected by a change might react to events. Mangham even suggests that
leaders can simulate several stages into a number of alternative futures, a form of
mental chess in which various moves and their consequences can be tested. A stakeholder analysis, which draws attention to those who will be affected by or can affect
the outcome of a change, assesses how much power they have to determine the
course of events, and anticipates their attitude towards an event, can facilitate this
testing (see Chapter 10).

Self-reinforcing sequences
A danger with self-reinforcing sequences, whether they are driven by increasing
returns, a psychological commitment to past decisions or cognitive biases, is that
they can undermine change managers’ flexibility and their ability to adapt to changing circumstances (see the discussion of deep structures in Chapter 3). Schreyögg and
Sydow (2011, p. 322) refer to self-reinforcing sequences as entrapping processes that
‘often unfold behind the backs of actors and bring about an escalating situation with
unexpected results’. Sydow et al. (2009) argue that a minimum condition for breaking
out of the path dependency that is often associated with self-reinforcing sequences is
the restoration of choice. Change managers need to do whatever they can to maintain
an awareness of and the freedom to adopt alternative courses of action.

Complex patterns
Sometimes, change unfolds as a pattern of punctuated equilibrium (see Chapter 3),
which involves an alternation between self-reinforcing sequences, during which
increasing returns and other forces promote the development of routines that narrow
the scope for action, and reactive sequences where negative reactions and a hostile
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context can trigger discontinuities that push the change in a new direction. These
self-reinforcing reactive cycles can be observed over different time periods, such as a
few days, months or even years, and in relation to different processes, such as the
development of interpersonal relations within a project team, the design of new
products and services, and the formulation and implementation of a new business
strategy.
Chapter 2 considers what leaders can do to improve the practice of change management and argues that change managers can learn to be more effective if they step
back and monitor what is going on – paying particular attention to how others react
to what they do and how their decisions impact on immediate and longer term
outcomes – and use these observations to guide their behaviour.

Summary
A review of the four process theories of change – teleological, dialectical, life cycle
and evolutionary – revealed that they all view change as involving a number of events,
decisions and actions that are connected in some sort of sequence, but they differ in
terms of the degree to which they present change as following certain essential stages
and the extent to which the direction of change is constructed or predetermined:
## The ordering of stages: Some theories place more emphasis on the order of the
stages than others. For example, life cycle theories assume that change is a process
that progresses through a necessary sequence of stages that are cumulative, in the
sense that each stage contributes a piece to the final outcome, and related – each
stage is a necessary precursor for the next. Teleological theories, on the other hand,
are less prescriptive about the ordering of stages.
## Predetermined versus constructed trajectories: Life cycle and evolutionary theories
present change as a predetermined process that unfolds over time in a prespecified
direction. This kind of change involves incrementally adapting organizational
forms in predictable ways. Teleological and dialectical theories, on the other hand,
view change trajectories as constructed, in the sense that goals, and the steps taken
to achieve goals, can be changed at the will of (at least some of ) those involved in
the process. According to this perspective, the process is not unduly constrained
by an inherent code or factors external to the immediate system.
## The impact of sequence on outcome: Although teleological and dialectical theories
suggest that members of a system have considerable freedom to construct change
trajectories and assert that it is possible for them to break away from established
routines and intentionally move the system towards redefined goals, this may not
always be easy to achieve in practice. The nature of the change sequence, whether
reactive or self-reinforcing, will affect the extent to which those leading the change
will be able to realize this possibility.
## Reactive sequences: In reactive sequences, subsequent events challenge rather than
reinforce earlier events. Negative reactions may produce only minor deviations
from the intended path or they may be so strong that they may delay, transform or
block the change.
## Self-reinforcing sequences: Self-reinforcing sequences involve positive feedback that
reinforces earlier events and supports the direction of change. Three drivers of selfreinforcing sequences are increasing returns, a psychological commitment to past
decisions, and cognitive biases. An important feature of self-reinforcing sequences
is that early steps in a particular direction can produce further movement in the
same direction and, over time, can constrain leaders’ freedom to construct and
manage an effective change trajectory.
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It was argued that in order to minimize any negative impact from reactive and selfreinforcing sequences, those leading change need to be able to step back and observe
what is going on, including their own and others’ behaviour, identify critical junctures
and subsequent patterns – some of which may be difficult to discern – and explore
alternative ways of acting that might deliver superior outcomes.
Before reading Chapter 2, you might find it useful to think about managing change
from the perspective of timing and the sequencing of actions. Exercise 1.1 explores
some of the issues and choices that have to be considered when thinking about how
best to introduce a change into an organization.

Exercise 1.1 Managing a branch closure programme: an exercise in planning
and managing the process of change
The aim of this activity is to explore the issues and choices involved in developing an
overall strategy for large-scale change.

The scenario
A long-established bank is facing strong competition from new entrants into the
retail banking market. The new entrants have acquired some high-street branches
but specialize in the provision of mobile and internet banking services. Consequently,
they have a lower cost base because they do not carry the overheads associated with a
large branch network. The bank is also facing an additional threat. An increasing
number of customers are using smartphones to transfer funds and pay bills and are
visiting their local branch less frequently.
The operations board of the traditional bank is busy working on a number of
important projects and does not seem to have recognized the potential impact of the
new competition and of mobile banking on their market share and margins.
You are a member of the operations board and you have given a lot of thought to
the problem. You believe that the only viable strategy is to reduce the size of the existing branch network in order to reduce overheads, but to do so in a way that will lead
to an increase in net revenue per customer. At this stage, you have not thought
through all the details of the strategy. For example, should the branches targeted for
closure be city-centre branches occupying expensive properties, but providing
services for high net worth customers who the bank would be reluctant to lose, or
small rural branches occupying less expensive premises but with fewer customers of
high net worth to the bank?

Step 1
You have brainstormed a list of possible actions that could provide the basis for a way
forward. These are listed below in Table 1.1.
You are invited to review and revise this list of actions and use your experience to:
## Delete any items that, on reflection, you feel are unimportant or irrelevant.
## Add, in the space provided at the bottom of Table 1.1, any other actions that you feel
should be included. You are allowed to add up to four additional actions.
## Think about how the actions might be sequenced from start to finish. For each
action, identify whether you think it should occur early or late in the change
management process. You can record this view in the space provided on the
right-hand side of the table. An interactive version of this table can be found at
www.macmillanihe.com/Hayes-tpcm-5e. This might make it easier for you to
experiment with different ways of sequencing the actions.
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Table 1.1 Possible actions that will inform the strategy taken by the bank

Early        
1
2
3
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

Identify key stakeholders who might be affected by the change
Provide a counselling service and retraining for those who are to be displaced
Inform staff how they, personally, will be affected by the closure plan
Identify a project leader and set up a branch closure team
Announce the scope and scale of the closure plan to all staff
Brief key managers about the problem and win their support for the closure plan
Identify which branches are to be closed
Review the success (or otherwise) of the closure programme and disseminate
throughout the organization any lessons learned about change management
Identify the information that will be required in order to decide the number and
location of branches to be closed in order to achieve targeted benefits
Announce closure plan to existing customers
Train members of the branch closure team in change management skills
Identify (and quantify) benefits sought from closures
Develop a personnel package for displaced staff
Assess effects of the closures on other aspects of the bank’s functioning
Plan any training that may be required for staff who are to be reassigned to other
work
Hold team meetings to brief staff about the closure plans and indicate when
they will be informed about how they (personally) will be affected by the
change
Identify what steps could be taken to retain high value customers affected by
the closures
Provide training for managers and supervisors to help others and themselves to
cope with the change
Issue newsletter outlining progress towards full implementation
Decide who should be involved in analysing the information relating to whether
a closure plan will deliver sufficient benefits to justify the costs involved
Seek views of customers who might be affected by the closures about what
issues should be given attention
Seek views of branch staff about the issues that will have to be given attention if
the closure plan is to be successfully accomplished
Post-implementation, provide feedback to staff about how the change is
affecting performance
Initiate programme to make properties suitable for disposal (e.g. remove vaults)
Celebrate successes and build on them in order to motivate people to continue
working to improve the bank’s competitive position
Decide on date for first closures
Identify any personal gains or losses that might be perceived by those
employees who will be affected by the closures
Specify timetable for implementing the closure plan
Consider what might be done to motivate employees to accept the change
Issue a press release about the closure plan
Monitor progress against timetable and anticipated benefits
Explore the best way of disposing of redundant properties
Identify social banking issues raised by the closures (e.g. what will happen to
customers without transport when their local branch closes)
Plan what will happen to displaced staff (redeployment, early retirement,
redundancy)
Arrange an awayday for members of the ops board to focus their thinking on
emerging threats and opportunities and win their support for the change
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Reflect on how well the change is progressing and discuss with colleagues what
else could be done to ensure the change is successful
Decide who should be involved in identifying which branches are to be closed

Step 2
Consider your list of action statements and assemble them into a plan:
## Identify the sequence of actions from start to finish, recognizing that some actions
may occur in parallel or be repeated.
## Identify relationships between actions in your plan and consider how different
actions might be grouped together to form separate steps or distinctive parts of
your plan.
## Summarize your plan as a flow diagram.
You might find it useful to compare the change model you developed here to manage
the branch closures with the model presented at the end of Chapter 2. As you
read the remaining chapters of this book, you might also find it helpful to reflect on
how the content of each chapter might influence your approach to managing this
kind of change.
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