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SOCIAL SHAPING OF ORGANIZATIONAL CHANGE

Bongsug Chae
Texas A&M University
bchae@cgsb.tamu.edu

Abstract

In this paper a case of organizational change is cited from empirical sources and reanalyzed as a failure case
of IT-enabled radical organizational change. It is argued that management’s mechanical, Tayloristic
philosophy of organizational change are the primary causes of the failure. We maintain that successful
organizational change requires a more human-centered view of organizations and information systems.

Introduction

Reengineering movement started in the early 1990s (Morgan, 1997). But business processes have been with us at least since the
mid-1940s and process emphasisreally goesback to Frederick Taylor (Davenport and Stoddard, 1994), who advocated scientific
management. Hammer and Champy (1993) viewed BPR as the fundamental rethinking and radical redesign of business
“processes’ to achieve dramatic improvementsin critical, contemporary measures of performance, such as cost and speed. They
further viewed it asthe single best hope for restoring competitive advantage. Similarly, Davenport and Stoddard (1994) defined
it as a powerful change approach that can bring about radical improvements in business processes.

However, it has been reported that 50-70% of all BPR efforts have failed (Hall et al., 1993; Hammer, 1995; O’ Neil and Sohal,
1999). This high rateis a significant meaning with respect to not only economic sense but also social and cultural sense, since
radical organizational changesoften create downsi zing, layoffs, mistrust between management and empl oyees, peopl€’ semotional
trauma, losing sense of identity at work, and many other societal impacts.

In this paper, acase—JL S Office Supplies - of organizational change (Putnam, 1990) iscited and the caseisreanayzed asafail
case of 1T-enabled radical organizational change. There could be many different explanations about the high failure rate. We
recognize asthe key problem management’ s Tayl oristic managerial philosophy, mechanistic view of organization, transmission
view of communication, functionalistic view of culture, and Tayloristic view of information systems. In what to follow, we
introduce the company background and the reengineering processes. Then we discuss the issues identified in JLS case.

Organizational Change Initiatives — Reengineering
Company Bckground

Jones, Lowell, and Smith (JLS) is afamily-owned office-supply firm with the 70-year-old history as one of the largest office
supply dedlers in U.S,, currently having 50 employees. The company is a customer-oriented, top-quality firm handling —
“everything for the office” - suppliesthat range from pencilsand paper clipsto original artwork and executive desks. The clients
of this medium-volume business in the marketplace are primarily small businesses including law firms, banks, and dentists’
offices. In the industry the company has a reputation as pioneering firm because of itsinnovative programs: salesteam training
program and establishing an interior design department and a new office-supply order system. Although it is an uncommon
practice in the industry, JLS maintains several weeks of training for all sales people. JLSis one of the first office-supply firms
to establish an interior design department.

Motivation of Reengineering
Theformer president, Smith, was a shrewd businessman and his employees respected and admired him. But heleft the company

with outmoded methods, aloss of revenue, and the pressures of severe competition in the marketplace. The current president,
Harry, realized that the marketplace has changed rapidly. The young, progressive firms that have the latest technology and
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innovative marketing methods have emerged and threatened the company’ s competitive position intheindustry. Thus, there was
astrong pressure on increasing efficiency in order to obtain and sustain competitive advantage.

Process of Reengineering

The current president enacted this situation with a number of changes in company policies and in the duties of severa
administrators. First, the president has made plansto devel op and use acomputer system to place orders, maintain accounts, keep
inventory, and purchase supplies. A new comptroller, Tom, aMBA from Harvard, was hired to design and manage that system
in a cost-efficient manner. Among changesin policies, the company plansto concentrate on large-account customers and phase
out clientelewho spend lessthan $10 per month or $100 per year. For billing cost reduction and better estimatesof monthly sales,
asystem of contract salesthat delineate the terms of payment between the customer and sal es representatives was adopted. The
company eliminated the entertainment fund that sales personnel used to purchase gifts, meals, or provide entertainment for
prospective and long-term customers.

Implementation

The president announced its reengineering initiatives in a memo and then reviewed them in a company-wide meeting. In the
meeting he commented,

Although we are currently competitive ... we cannot remain competitive with them unless we increase
efficiency, cut costs, and reorient our focus to tomorrow’s innovations. Changes in company policies and
procedures are absolutely essential. ... I can assure you that these changes are absolutely essential at this time

.. if you have concerns about the new policies, please bring them to me or to members of the operations
committee. The operations committee will meet next week to process reactions and make suggestions for
implementing these changes (Putnam, 1990)

The president did not inform his employees about the severe financial difficulty that the company had faced. But he shared the
financial problem with Bill, hisvice-president (VVP) and general manager, and with Tom, the comptroller. At thefollowing week,
there wasthe operations committee meeting. The committee was comprised of six elected memberswho served 1-year termsand
who met with Bill, the VP. The elected members were Sam, Alice, and Harvey from the sales department, Susan from design,
and Judy and Fred from the supply department. The operations committee was established 5 years before to review problems and
to make recommendations for improving task operationsin sales and supply departments. Committee recommendations were
sent to the executive committee, the decision making body of the company, comprised of the president, VP, comptroller, and the
three managers from each department.

Bill, the VP, typically ran the meeting. But thistimethe president and V P deci ded not to attend the meeting, sincethey wereafraid
of the situation that members would raise voices against the reengineering plan. Instead they asked Sam, the most senior of the
elected members, to chair the meeting and provide them with constructive recommendations for making the reengineering plan
work. Sam supported management but wanted committee membersto expresstheir opinions about the reengineering, to prepare
for the future uncertainty, and to support the new policies. Asexpected, the result of the meeting wasalot of complaining about
thereengineering process. Members pointed out the problems about ways of i mplementing the changes and with the new policies.
Also, they raised their negative reactions to ways the comptroller has implemented the reengineering and practiced his power.
The results of the meeting were reported to the president that changes were taking place too rapidly and rigidly for members of
the operations committee. He recommended more communication between management and employees. The president, after
meeting withtheV Pand comptroller, sent out several memos supporting the changesand reengineering processes, justifying strict
enforcement of the new policies, and announcing efforts to ease the transition. But employees continued to be non-cooperative
with management and the changes.

Result of Reengineering
Onemonth later 15 membersin the salesdepartment found jobsin new office-supply firms. Therewasno timeto declare“failure’

of thereengineering. Two month later the company declared bankruptcy and closed itsdoors. Thelossof key sales personnel and
the inability to recover from itsfinancia problems were attributed to its downfall.
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Discussion

Theloss of sales personnel and the inability to recover from itsfinancial problems might be the “direct” causes of its downfall.
However, this case study is much more complex than that. Noticeably, the reengineering initiatives brought several significant
changesto JLSin terms of organizational culture, employees perception of leadership, their attitude toward the company in
general, etc. All these changes negatively affected its situation and actually made the problem worse. After the implementation
of the reengineering, for example, employees felt that CEOs are less humane nowadays than before and formal communication
between management and employees has broken down lately. Compared to the early days' family-like culture, the culture after
the reengineering became bureaucratic and Tayloristic.

This case highlights many common problems faced during the redesigning of business processes and organizationa policy
changes such as poorly formulated strategy, flawed objects, insufficient knowledge about the I T, and employees' resistance to
change (Sutcliffe, 1999; O’ Neill and Sohal, 1999). Especially, asMorgan (1997) pointed out, many radical organizational changes
place primary emphasis on the design of technical “business system.” As a result, the majority of reengineering programs
mobilized all kindsof social, cultural, and political resistance that undermined their effectiveness. JLSwould be agood example
of this“technical” approach to organizational change without properly considering non-technical, human factors. In thissection,
we review more fundamental problems with this company and identify the five fundamental issues— management philosophy,
leadership, lack of communication, culture and conflict, IT as a magic bullet .

Management Philosophy

One of the key successfactorsin organizational changeisamanagerial philosophy (Miles, et al., 1995). Typically, therearetwo
distinct philosophies of management and organi zation: mechanistic and humanistic. A mechanistic philosophy has been deeply
influenced by scientific management or Taylorism and views organi zations as machines. This approach overemphasizestherole
of management, whilelimiting the devel opment of human capacitiesand mol ding employeestofit the requirementsof mechanical
organization (Morgan, 1997). Also it views the role of information technology as “automation and efficiency” for high
productivity. On the other hand, a humanistic philosophy recognizes human roles as the central in organizing and develops the
requirements of any changes based on human activity systems. Thus, its position on the role of information technology is
fundamentally different from its counterpart. It insists that the role of information technology is not automating of process but
informating people (Zuboff, 1988).

JL S smanagement had arather mechanistic philosophy of management and organization. According to amechanistic approach,
managers should do al the thinking relating to the planning and design of work, leaving the workerswith task of implementation
(Morgan, 1997). It appears that JLS' s management viewed organizational change as a dependent variable and the introduction
of anew computer system, the new comptroller and new policy changes asindependent variables. The president simply expected
employees to follow these reengineering initiatives. He set the requirements and tried to mold employees to fit these changes.

Furthermore, he simply believed that changes in existing policies and processes through automation will “cause” increasesin
efficiency and consequently organizational competitive advantage. He exactly followed the principle of scientific management:
separating the planning and design of work from its execution. Organizational decision-making was centralized to management
only. Employees were viewed as those who are subject to execute or follow the decisions made by management. The new
comptroller had amechanistic philosophy of management too. Hisrigid management style made many employees annoyed. He
is the one who made the matter worse. Overall, the Tayloristic design philosophy of organizational change led management
reinforce top-down approach to the redesigning processes and policy changes and ignore many human factors (e.g., culture,
employees emotions, existing practices).

Leadership

Many researchers recognize the critical role of leadership in the reengineering initiatives (Sutcliffe, 1999). Without proper and
committed leadership, organizational changes are very likely to fail. For radical organizational change the leader requires
transformational |eadership (Bass, 1985) and especially in theimplementation phase committed |eadership iscritical for success
(Davenport, 1993). A transformational leader articulates arealistic vision of the future that can be shared, stimul ates employees
intellectually, and pay attention to the differences among the employees (Y ammarino and Bass, 1990). Also he tends to advent
flattened hierarchies and employee empowerment (Schuster, 1994).

On the other hand, JLS' s management failed to recognize more fundamental problems (e.g., employees mistrust about
management and resistance to new policies and the new computer system) the company had faced and instead blindly enforced
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toimplement the changesin policy and process. Also management did not have clear visionsfor the company’ sfuture. What they
only concerned about was “increase efficiency.” For transformational |eadership aleader must see his organization as a social
system, which consistsof individual strying to cope with the sweeping changesintheir livesdueto radical organizational changes
and the potential for low morale in their work-place as a result (Hammer and Champy, 1993). For this aleader has to possess
systems outlook (Senge, 1990) and see the whole picture of the reality.

Noticeably, in addition, in the case there are the breakdowns of leadership. The new comptroller who was hired to manage the
new computer system and to redesign the work processes took over asignificant power from the president and practiced it over
employees. Instead the president who used to receive respect and trust from employees moved back to the second line. Thiswas
another significant problem, when we consider that many failures of reengineering stem from the breakdowns in leadership
(Hammer and Champy, 1993). In the operations committee meeting, one of the memberstold astory about her frustration about
the breakdown of leadership.

During the transition period I had already agreed to take one of my customers to dinner and a hockey game
before the policy on expense funds was enacted. Reservations had been made. The total cost of the evening
would be about $21. I explained the circumstances to the president and asked him to chip in $10. He said he
couldn’t assist without checking with Tom. Now, when the president of a company can’t make a decision for
a mere 10 bucks, something is wrong! ... Tom is a power-hungry individual who wants to run JLS his way. He
believes in strict enforcement of the rules and seems to have no time for people. For example, once a customer
returned some merchandise and the salesperson misplaced the return slip. When the salesperson took the
merchandise back to the storeroom, Tom followed him and waited until he left, grabbed the merchandise, and
brought it to the president with the exclamation that sales personnel never follow the rules! Tom claimed that
sales people ought to know that a signed return slip must accompany an item before it is reshelved in the
storeroom

The comptroller’s power stemmed from formal authority, control of knowledge and information, and control of technology
(Morgan, 1997). Even though he was new, his formal position as the company’s comptroller legitimized his power. “ Power
accrues to the person who is able to structure attention to issuesin away that in effect definesthe reality of the decision-making
process. Thisdrawsattention to the key importance of knowledge andinformation” (Morgan, 1997, p. 179). The president shared
theimportant financial information with the comptroller and he wasamember of the executive committee that wasthe decision-
making body of the company. Also the introduction of the computer system gave him a significant power. However, the
employees were very against his mechanistic management style and ways of exercising of power. Even some employees denied
recognizing legitimacy of the comptroller’s power. In the meeting one member from the supply group spoke,

Tom is an outsider who doesn’t understand the traditions of this company. He treats employees as robots who
must first their job performance into 12-digit fields just like that damn compute ...

Lack of Communication

Many researchers see communication asthekey organizational issuefor organizational change. Davenport (1993) points out that
regular communication must be established between management or process innovation teams and those who will be affected

by the new process and sensitive issues must be addressed honestly and openly. Hammer and Stanton (1995) also see the
importance of communication for the reengineering and propose ten principles of communication for radical organizational
change: use multiple channels; honesty is the only policy; use emotion, not just logic; heal, console, encourage; listen, listen,
listen, etc.

This caseillustrates how poor management’s view of communication is. Organizational change is such abig deal to everyone
in an organization. But in this case management’ s view of communication is the conduit metaphor of communication. In this
metaphor, communication is equated with transmission (Putnam, 1996) and just seen as a medium for the exercise of power
(Fairhurst, 2000). Management viewed employees as passive receivers of itsmessage. It appears that management got confused
about the difference between communication and order. Thus, management failed to recognize that communication is dialogue
and a socia construction of meaning rather than monologue and employees are coauthors of the message (Putnam, 1996;
Fairhurst, 2000).

For example, the president never discussed changes in policies with employeesin advance. I nstead he announced these changes
ina“memo” and then reviewed them in a*“ company-wide meeting.” His transmission view of communication led him choose
such poor communication media (memo and company-wide meeting). However, drawn from social constructivist roots, the
metaphor of performance and symbol of communication seeit as social interaction and interpretation of literary forms such as
narratives, metaphors, rites and rituals, and paradoxes respectively (Putnam, 1996).
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From thisinterpretative perspective of communication, not only are these medialean with respect of mediarichnesstheory (Daft
and Lengel, 1986) but also they are weak at supporting two-way, open communication and socia interaction. Larkin and Larkin
(1996) are warning that “ Do not introduce the change to employees in acompany publication” (e.g., memo) (p.97). Simply itis
untrustworthy and usually incomprehensibleintheeyesof frontline empl oyees. These mediumsreinforce one-way communication
between management and employees and would result in increasing employees' resistance to management and organizational
change.

Also, management neglected theimportance of feedback |oop and organizational learning. Management became aclosed system
having only top management (the president, VP, and comptroller) and isolated from the rest of the organization. The operations
committee meeting wasthe only channel for two way communication and feedback in the company. But most empl oyees thought
the operations committee wasineffective because management rarely acted on itsrecommendations. Feedback isthe processthat
oneelement of experienceinfluencesthenext (Morgan, 1997). However employees believed that the operationscommitteemerely
functioned as a mechanism for employee input and feedback. Rather it was instrumental in the executive committee’ s agenda.
Absence of open communication and feedback loop eliminated the chance of even single-loop organization learning to occur.
Also, radical organizational change requires “sustainable” double loop learning that questions the underlying assumptions of
theories-in-use (Argyrisand Schein, 1978). For doubleloop learning, according to thelogic of dialectic view of change (Morgan,
1997) positive conflict based on open communication isrequired. A number of management scholars (L eonard and Strauss, 1997,
Eisenhardt et al., 1997; Eisenhardt, 1999) recognize that conflict is essential to successful organizational change and decision
effectiveness. However, without open and honest communication, mutual trust and respect conflict often goesto not positive but
negative, what we call negative conflict.

In JLS casethe president intentionally avoided facing with his employees who might have different opinions about new policies
and the new computer system. He decided not to attend the operations committee meeting and instead sent out “more” memos
supporting the changes and management’ s positions. Because of its Talyoristic management philosophy, management did not
accept any disagreement from theempl oyees. Thereisno clear indication that management “ respected and trusted” itsempl oyees.
Rather management neglected employees emotion and opinions further created more mistrust and less communication and
feedback. This machine-like rigidity inhibited sustainable double-loop organizational learning (Argyrisand Schon, 1978) and
ultimately caused the firm’s downfall.

Culture and Conflict

Many researchersrecognize organizational cultureasthemostimportant issuefor organizational change. Many authorssuggested
that high failure rate of organizational change can be attributed to lack of understanding employee culture by top management
(Popoff and Brache, 1994). Thus, leaders must attempt to identify and protect organizational culture and values (Bell, 1997).
Organizational changesrequire far morethan just attendance to new palicies, skills, or behaviors. It completely changes not just
the processes and practices as individual employees but also their values, norms and beliefs (Lancaster, 1998).

Especialy, this case highlights the criticality of organizational culture and employees’ resistance to any attempt to attack the
organizational history of oldimages. Probably the biggest problemin JL Swasmanagement’ s negligenceand/or itsfunctionalistic
view of organizational culture. Top management’ s negligenceof organizational culturewould have stemmed fromtheissues(lack
of communication, traditional scientific management style, poor leadership) we have discussed so far.

However, probably amoresignificant onewasmanagement’ sfunctionalistic view of organizational culture. Organizational culture
can be referred to the broader patterns of an organization’s norms, values, and beliefs (Schneider et al., 1994) and can be
understood asthe unique sense of placethat is made up of several elements: metaphors, rituals, stories, heroes, cultura artifacts,
performance, and values (Trethewey, 1997). However, functionalistic perspective on organizational culture may see culture as
avariablethat can be manipulated by individual managersto create astrong, effective, and competitive organization (Trethewey,
1997). Thus, management with functionalistic view of organizational culture preferslarge meeting to close face-to-face contact
with employees and does not feel the need of being truly part of organizational members to understand the true nature of
organizational culture. Instead, they tend to try to mani pul ate organi zational culturethroughtheir power and/or other management
techniques. For example, such management believes that new values, norms and beliefs can be delivered to employees through
large meetings.

However, organizational cultures are more than avariable that can be easily manipulated. They are a system of shared symbols
and meanings (Trethewey, 1997). And the elements- narratives, rituals, myths, heroes, stories, etc. - of organizational cultureare
not simply artifacts of cultures but instead they operate as a means of public persuasion, as ways of knowing, as options for
managing identities, and aspolitical control” (Putham, 1996, p. 129). Thiswasexactly what happened inthe operationscommittee
meeting. In that meeting employees created these literary forms (e.g., heroes, myths, stories, narratives) to construct and
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reconstruct the reality of organization and organizational culture. Further they actually used as a mechanism to attack
management’s rigid reengineering initiatives and to defend the organizational history. These stories, myths, and narratives
illustratewhat employees’ values, norms, and beliefsare. Management’ stransmission view of communication and functionalistic
view of culture led them constantly neglect the significance of these stories and narratives for understanding the reality of the
organization aswell asemployees' reaction to thereengineering initiativesand management. After all non-participatory and non-
cultural organizational change resulted in employees engaging in defensive routine (Argyris and Schon, 1996) and looking for
jobswith new office supply firms. It ismoreimportant to understand and be part of members' culturesrather than simply attempt
to manipulate that as an outsider.

IT is a Magic Bullet?

In most cases of radical organizational changes a new computer system(s) isintroduced for the purpose of automating existing
processes. Many organizations see the new computer system a magic bullet (Markus and Benjamin, 1997) for organizational
change and view organizational change asatechnological change (Davenport, 1998). Thisrather technology deterministic view
often neglectstheimportance of social successfactorsfor systems (Markus and Benjamin, 1996). Many studies have recognized
the problems with amechanistic view of 1 T-enabled organizational change (Davenport, 1998; Markus and Robey, 1988; Markus
and Benjamin, 1997; Robey and Boudreau, 1999). JL S did exactly same thing for the same purpose. M anagement neglected the
“complexity” of implementing new technology in organization.

Thedevel opment processof the system did not include any user invol vement and user training was poor. Orlikowski (1992) states
that technology hasits dual nature as objective reality and as socially constructed product. She argues that (1) once devel oped
and deployed, technology isreified and institutionalized, and |osesits connection with human agents, and (2) thisiscaused mainly
by the fact that users are often excluded in the process of development and the processes of devel opment and use are often done
in different organizations. Thus, the dualism of technology can be attributed for destroying the interpretative flexibility of
information systems (Kakola and Koota, 1999) and lack of feeling of ownership of the new computer system. Probably, the
comptroller isthe only one who had ownership of the computer system.

In the operations committee meeting memberstold stories about problemswith therigidity of the new computer system and tried
to defend their practices.

Do you realize the complications that the computer systems has caused? Every invoice I complete must have
exactly 12 entries—nor more or no less. It takes me hours to check code numbers, rectify inconsistencies, and
fiteach order into exactly 12 digits ...my customers say that they can’t understand the codes ... The automatic
reorder mechanism sometimes fails to place new orders or to reorder products before the present supply has
diminished ... the new computer system had resulted in unnecessary inconvenience, inefficiency, and confusion
... why have a computerized purchase order and inventory system for a business in which only a few employees
really use it. It’s quicker to do it without a computer

Even though the computer system might deliver precision, accuracy, speed, automation, and efficiency, they tended to view them
asrigidity and put more values on flexibility and defended their existing practices. Most of people do not want their jobs fully
designed by someone el se (Davenport and Stoddard, 1994). Workplace practices are situated and historical in nature (Schuman,
1987) and thus cannot be easily created by theintroduction of new computer systems. But in JL S case non-participatory and non-
democratic design of the new computer system made it difficult for users (employees) to make senses of the new system and
processesthat werecreated by it (Bjerknesand Bratteteig, 1995; Mumford, 1993; 1996). Management’ smechanisticor Tayloristic
view (e.g., separation of designing and use) of organization caused this kind of problem again. This resulted in increasing
employees’ resistance to top-down and I T-enabled organizational change.

Closing Remark

In this paper JLS case was seen as afailure of 1 T-enable radical organizational change. The case revealed that management had
neglected the compl exity of organizational change and reinforced rigid organizational changeswithout considering many human
factors. Its negligence of many human factors during organizational change was attributed to management’ s mechanistic view
of organization and communication which might be more fundamental causes of the firm’'s downfall.

Influenced by Taylor's scientific management and Cartesian view of the world, still, many manager and leaders view an

organization asan “economic” system and information systemsas“technical systems’ or “appliances.” Further, they believethat
efficiency isthe key source of competitive advantage and it comes solely from reducing cost and doing things“ efficiently.” We
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believe that this tendency has created more problems rather than truly solve. Instead we argued that for successful change
organi zations need amore human-centered view of management, leadership, communication, cultureand conflict, and information
systems.
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