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The pace of change is faster than ever before – and accelerating. While new technologies transform the ways
people work and the ways businesses operate, new markets, with enormous potential, are opening up in Asia,
Eastern Europe, and Latin America. Unforeseen competition – from different countries, different products, and
even players in different industries – is blind-siding many corporations. And regulatory changes are creating
whole new playing fields.

So it’s no surprise that business firms need to respond to change more quickly, more frequently, and more
comprehensively than ever before. The prospect can be daunting. One CEO friend, facing the need to transform
his company’s vision, strategy, organization, and key processes, said he felt like a pilot trying to change the
design of his airplane while flying it.

The metaphor is apt. Companies engaged in major change in their organization, processes, and resources still
face relentless pressure to meet quarterly and annual financial targets. They still have to manage day-to-day
operations and service customers. Like our CEO friend, today’s business leaders act not only as captains of their
respective „airplanes,“ but as working designers at the same time. They have to manage the conversion of their
„engines“ and „wings“ in mid-air while continuing to meet the in-flight schedules.

In part because of this complexity, too many programs that set out to achieve transformational change fail. For
example, an Arthur D. Little survey of North American firms that had adopted Total Quality Management
(TQM) found that the majority reported dissatisfaction with results. Also, Michael Hammer and James Champy,
who popularized Business Process Reengineering, report that 70 percent of reengineering programs have failed.
And in a survey by the University of Michigan of 1,000 downsized businesses, only 191 reported improvement
in competitive advantage as a result of the downsizing.

Many firms jump from program to program, grasping at each new approach – TQM, reengineering, downsizing,
self-managing teams, etc. – as a possible panacea. Each of these programs does embody some valuable
principles for designing a higher-performing company. But each alone is insufficient to achieve the necessary
rapid and complete change. And using several disintegrated and sometimes incongruent programs can make the
situation even worse. It’s like changing the design of the wings alone first, then working on the engines, then on
the controls. If the airplane has to keep flying throughout the transformation process, this piecemeal and
uncoordinated approach will fail.

Central Principles of Successful Change

From our casework experiences in many industries, and also from conversations with hundreds of executives in
companies all over the world that have undergone substantial change (see the accompanying box), we have
learned six central principles about how to succeed in making transformational change:

• Stop agonizing about the culture: Pull, don’t push to achieve cultural change.

• Don’t go blindly into the great unknown: Envision the future and live it now.

• Change does not have to be chaotic and unplanned: Manage change as an integrated process.

• Be neither an elitist nor an abdicator: Develop the agenda top-down; design the changes bottom-up.

• Throwing training dollars at employees won’t develop their skills: Provide teaching, training, and coaching.

• Don’t delegate responsibility for managing the change process: Take charge at the top.

Let’s look at each of these principles in more detail.

Pull, don’t push to achieve cultural change. The most common answer to the question, „What will it take
to transform the company and raise its performance to a higher level?“ is, „Change the culture.“ That is, change
the company’s unwritten rules and employee attitudes. Management’s urge to achieve dramatic change fast has
led many firms to try to „blitz“ the minds of their employees through companywide training programs featuring
fanfare and exhortation, with mandatory attendance for everyone from the janitor all the way up to the CEO. The
premise is that forcibly changing employees’ attitudes toward teamwork, quality, or customers will result in new
behaviors leading to improvement in the firm’s capability and business performance.

Not surprisingly, however, such misguided attempts to „push“ change into the organization invariably break
down. They are the major reason for the failure of many Total Quality Management and employee involvement
programs. What such programs lack is a winning strategy to channel their new energy, if any, to specific actions
in line with the firm’s goals.



To offer our clients the benefits of benchmarks and insights to guide them in the improvement process, Arthur D.
Little has been exploring the challenges leading companies have encountered in their journeys of transformation.
In 1992, Business International (the research division of The Economist), in collaboration with Arthur D. Little,
met executives in 24 leading firms in Europe, Asia, and North America to discuss challenges in responding to
changing expectations of customers, investors, and employees. In 1993, Opinion Research Corporation, on our
behalf, interviewed 350 executives in 14 North American industries that had been involved with major change.
The executives shared insights into what they would do to avoid or overcome the problems they encountered if
they should go through a process of major change again. This spring, leaders of several U.S. firms that have
achieved breakthroughs in performance met with us at five colloquia to share experiences of dramatic change in
their cultures and performance, as well as future challenges.

In other words, what does work is not pushing change but pulling it toward a vision and related goals (Exhibit 1).
The actions needed to achieve those goals must be well thought out, with changes in business concepts
understood, new roles and responsibilities determined, and new measures put in place. Realignment of rewards
and training on an as-needed, just-in-time basis makes the new behaviors both easier to develop and more
rewarding. The desired changes in attitude then generally follow the successful behaviors. Thus culture change is
an outcome of a higher-order change process and not a prerequisite for it.

We observed this at a large U.S. auto parts manufacturer. Performance had been sinking for some years.
Employees didn’t seem to care, according to management. The company had enlisted the assistance of Quality
and Organizational Behavior consultants to run several programs, but these had achieved only temporary effects.

Exhibit 1

„Pulling“ Change vs. Trying to „Push“ It

The company then organized a results-oriented process. It challenged all levels of employees to change whatever
directly affected performance, e.g., maintenance practices, production scheduling, skills training, and the
allocation of responsibilities. In less than two years, performance was completely turned around. What is more,
employees were proud of what they had achieved and were shooting for further improvement. One of the
company’s customers said, „It’s amazing how much their culture has changed in this relatively short time.“

Envision the future and live it now. Vision is a forcing function for change. It evokes a picture of what the
firm wants to be and a feel for how the firm will realize it. A well-managed process of envisioning not only
builds a castle in the air, but begins to move the firm into it.

The need for a vision springs from discontent, among other things. The discontent may arise either from a
problem or, ironically, from a sense of opportunity. But discontent without a vision leads to demoralization. To



charge the troops, the vision must have an inspirational element and be believable, yet not easily attainable. For
example, the Soviet Union stunned the United States by putting the first man into space. John F. Kennedy’s
challenge, „We will put a man on the moon in 10 years,“ was both inspirational and possible. It galvanized a
nation to action.

Tatab Industries, a truck manufacturer in Malaysia, exemplified the power of a well-crafted vision. In 1977,
Tatab was on its knees. European and Japanese manufacturers dominated the market. Tatab’s sales were
declining, its losses mounting, and its creditors getting impatient. Sales had to grow. The flagging morale of the
management team, accused of ineptness, had to be revived.

Solution? A new CEO took stock of the situation. He and a leadership team developed a new vision for Tatab,
expressed in this vision statement: „The company that makes truck operators wealthy.“ Truck operators in
Malaysia mostly bought higher-priced, reliable Mercedes-Benz trucks, but could afford only small Japanese cars
for their personal use. „Imagine,“ the CEO said, „if we could say to our potential customers that they would earn
so much more money in their businesses using Tatab’s trucks instead of Mercedes that they could afford a
Mercedes car!“ To hard-working, entrepreneurial truck operators, anxious to show off their success, having the
famous three-pointed Mercedes star on the car they drove to parties, rather than the truck they drove to work,
was an attractive vision.

For the Tatab team, the challenge was making this vision come to life. Team members agreed that each would
find the answer by examining – in light of the new vision – the very next thing to be done.

For example, that same evening, the service manager had a call from a dealer in a neighboring town because an
operator’s Tatab truck had broken down. A part was required, and the dealer wanted the manager to make sure it
was sent over the next morning. Spurred by Tatab’s new vision, the service manager went to the warehouse,
picked up the part, drove for two hours, and reached the stranded truck operator in the middle of the night. With
help from the dealer, he had the truck back on the road in time to deliver fish to the Kuala Lumpur market early
next morning. The operator was amazed at the response to his need – and he was one of several operators who
soon drove Mercedes cars!

Thus, as all employees acted upon the new vision in their various responsibilities, Tatab became the company it
envisioned. In two years it held the largest share of the Malaysian truck market – and made a profit.

Manage change as an integrated process. Any firm is a bundle of interlocking business processes over-
laid by organization policies, permeated by unwritten rules of behavior, and constrained by its resource struc-
tures. (We have described these various components in articles on the High Performance Business in the first
quarter, 1992, and fourth quarter 1993, issues of Prism.)

We have observed that on the journey to becoming a High Performance Business, it is not possible to work on
only one component – whether the most critical business process or the organizational policies or the resources.
You must wrestle simultaneously with all three.

For example, many firms have concentrated on improving their product creation process to obtain competitive
advantage by developing better products faster. But the product creation process is strongly connected to the
firm’s manufacturing process and invariably to its supply chain management process as well (Exhibit 2). In fact,
the breakdowns in any process – and the opportunities for its improvement –  often lie at its intersections with
other processes.

But processes by themselves don’t deliver results, nor can they improve themselves. Only people can do that.
Hence the needs and wants of employees have to be considered in designing business processes for high
performance. This assertion may appear obvious to readers of Prism, but it has been widely ignored. For
example, the mass production approaches of the early part of the century, which were based on laudable
industrial engineering principles to obtain efficient workflow, failed to adequately recognize the human
component. Today, ignoring the human factor is a principal reason for the failure of many Business Process
Reengineering efforts.

Henry Ford I is reported to have said, „Why is it when I only want a pair of hands, I get a whole human being?“
In contrast, „lean production,“ developed by Toyota, organizes the manufacturing process to engage employees’
minds. Placing meeting spaces for quality teams right beside the assembly lines, putting charts by machines
where the results of experiments are tracked by workers, and providing continuous training are integral parts of
the manufacturing process.

And because people are the principal drivers for improvement, motivated people, given the right resources, can
create the highest-performing companies. An MIT survey of over 100 auto assembly plants worldwide
established that the highest productivity and quality were obtained by plants that had integrated high technology
with the best employee management practices.



Exhibit 2

Linkages Among Major Business Processes Illustrative)

Ultimately, it is the balance between people, processes, and the requisite resources that creates high-performing
and continuously improving systems. A client asked us to assess 12 North American plants in a continuous
process industry to determine opportunities for further improvement. Some plants had implemented the concepts
of semi-autonomous work teams, multiskilling, and continuous training; these made the needs and wants of their
people primary. Other plants were managed by the traditional command-and-control structures, Some had good
manufacturing processes; others had the latest technology.

We found that the most significant variable that determined the overall performance of each plant was balanced
emphasis on people, processes, and technology. Today, all 12 plants have instituted an improvement process that
has restored the balance. In some, major changes were required in the social systems – the management and
development of people – while others required changes in the work processes.

Such change is never simple. Invariably, you have to change several processes or systems things simultaneously
– including perhaps some that may be performing well in themselves but require change to suit others. And
every firm has some good features that must be retained and built upon if they continue to find a place in its new
vision.

The assessment of what to retain and what to change can be very difficult. It must be both accurate and quick. It
must also spell out the benefits of changes. And, most importantly, it must motivate the organization to move
forward as a team and not wallow in defensiveness or recrimination.

Furthermore, it mustn’t be intrusive. We were approached by the divisional manager of a large, successful North
American company who wanted to know how his division could improve. Using another transportation
metaphor, he said, „I have a good team, and we’re improving rapidly. However, we’re curious to know how we
could do even better. I would like to invite you to make a comprehensive assessment, but I am concerned that it
may upset our team and even set us back. We’re on a fast-moving train. Is there any way you can come on board
without stopping the train, travel with us briefly, tell us how we’re doing and what we need to do, and get off –
without slowing us down?“ The answer, of course, was yes.

The point is that whether through an external consultant, internal staff, or the management team itself, companies
need the ability to assess their present reality in just such a positive, forward-looking manner. Then they can
move on to the next step of the change process.



Many firms do the right things in the wrong order. For example, many start reengineering their business
processes before confirming their new vision. Others have jumped to changing their organization without under-
standing what the unwritten rules are that need to be addressed by the new systems and policies. Finding the
right order for change is far from simple.

At the outset of the journey of change, the CEO doesn’t have an „automobile association“ roadmap with exact
distances and rest stops marked out. What he or she can have is a discoverer’s chart with the islands and the
inlets drawn approximately where others who journeyed before say they found them. It serves well to set the
course. But, beyond that, each organization has to take its own sextant readings as it goes, and tack to get to its
vision and the vision’s realignment. (See Exhibit 3.)

Develop the agenda top-down; design the changes bottom-up. The implementation of ideas becomes
very difficult if the implementors have not been involved with shaping those ideas. People just don’t buy into
ideas they haven’t help create. As the old Chinese saying goes, „Tell me, and I will forget. Show me, and I may
remember. Involve me, and then I will care.“

One of our own large cases involved some 30 consultants, many of whom were new to the team, and some of
whom were new to the type of work. We needed to create an integrated approach. As everyone was busy with
other projects, the case leader had great difficulty in getting the other caseworkers to participate in designing the
methodology. So, drawing on his own extensive experience, he wrote out a detailed, step-by-step, week-by-week
plan and gave it to the case team.

As the work proceeded, however, the caseworkers began to complain that the plan didn’t reflect the realities they
were encountering. Some threw the document back to the leader to rewrite. Others made changes on their own.
Those who just gave it back didn’t like the next round of changes either, while – and this, of course, is the point
– those who contributed their own ideas and adjusted their work accordingly began to make good progress.

Exhibit 3

Managing Change and Learning as an Integrated Process

Within our client organizations, similarly, we find that when reengineering is done by an elite team without
adequate participation of many others, the changes –  however elegant and beneficial – become very difficult to
implement.

At the other extreme, many organizations have mis construed empowerment as managerial abdication. For
example, some companies have trained teams of employees to solve problems and given them the power to set
their own priorities. Management has then sat back and waited for useful results, which have not always been
forthcoming. (In some of these organizations, the very employees and unions who fought to take charge have
subsequently pointed to weak management as the cause of declining corporate performance!)



In our own work, too, when we find cases run into difficulties, the main problem is often lack of direction or of a
cohesive plan. Despite a lot of effort and excellent work by many individuals, the overall result is not
satisfactory.

The lesson here is that for effective transformation, it’s necessary to integrate top-down direction with open,
participative employee involvement. A problem with combining these two approaches is the different mindsets
required. The directive manager likes to see the new plan thought through systematically and logically. Often
such a manager has a strong need to participate in each step of the process.

Empowerment, however, is based on handing over responsibility to many other people. Management must have
faith that their decisions – which are continuously emerging – will get the best results. The outcome of their
decisions cannot be predicted in advance, nor is it easy to ensure that they will fit together and optimize the
whole.

A concept that has proven helpful in integrating the change process is Minimum Critical Specifications. In this
approach, the group that has responsibility for a given step in the change process passes on to the next group the
agenda and principles required to take the next step – no more and no less. For example, the group that creates
the visioning statement that will drive change should make sure that it is both less detailed than a formal strategy
document and much more evocative, thus leaving room for the next group to make significant input into the
organizational design. Similarly, a good organizational design specifies clearly what is expected from a team, but
leaves enough room for team members to work out their own roles. And well-designed business processes
establish the boundary conditions, but require the implementors of the procedures to work out the detailed
procedures within those conditions.

There’s no prescription for what would constitute the Minimum Critical Specifications at each step. We have
found they are best established by ensuring the appropriate levels of participation at each stage: those who have
to perform a later step are selectively engaged in the preceding step also. Thus there is a cascading involvement,
with the leadership team taking the primary role in the envisioning process, and the doers taking charge in the
implementation. Elsewhere in this issue of Prism; Larry Chait and Tony Lynch explain why „seamlessness“ –
continuity between various stages of the change process and between levels of management – is essential and
how it can be achieved.

Provide teaching, training, and coaching.

Transformational change produces results only when employees at all levels can – and do – perform their work
very differently. Training alone won’t change anything. For example, when a consumer products company
reengineered its product development process, management figured out the levers for action, changed
organizational policies to spring them, and brought in some of the best academics and trainers to teach the
employees. Yet performance never improved.

To achieve organization change, employees need new skills. Often, they also need to shed old skills that are no
longer appropriate. But managers are wary to let go of the old as they reach out to the new, for fear that the new
may fail. „Managers and employees need teaching, training, and coaching,“ says Jean-Philippe Deschamps, vice
president of Arthur D. Little, Inc., based in our Brussels office, „and they need it on a just-in-time and task-
aligned basis.“ They need new concepts, new skills to apply those concepts, and guidance as they try them. „In
this way they learn by doing and also get results,“ says Deschamps.

Companies use many ways to teach new concepts. Analytical concepts are generally taught in classroom
settings, while „softer“ concepts, such as teamwork, are often acquired through experiential training. The latter
can take several forms, including games and shared outdoor experiences (as in Outward Bound and similar
programs).

Participants often have difficulty transferring back to the business setting any new concepts they may acquire in
these off-line experiences. As an executive in a Fortune 100 company put it after a dose of outdoor experiential
training, „I don’t want awareness training; I want to know how to do this damned thing.“

Ranganath Nayak, a senior vice president of Arthur D. Little, Inc., offers the analogy of a basketball team to
illustrate how new concepts are put into practice. The team watches videos of games and sketches new game
plans off-line. Then it gets on the court and trains in the necessary skills, such as dribbling and shooting, to
execute the new routines. Finally, the coach guides the team through a real game.

Teaching, training, and coaching as described here are forms of learning in action. Often teams or work groups
take an actual problem to the training program, work on solving it, commit to an action plan, and are accountable
for carrying it out. Leading companies such as General Electric, Ameritech, and AT&T are using this approach
to develop employee skills and achieve performance breakthroughs.



Take charge at the top. While the CEO can delegate to other executives the responsibility for redesigning
and improving other critical business processes, responsibility for managing the overall change process cannot
be delegated. The outcome is much too important for the success – even the survival – of the firm. And the
process requires inputs that only top management can provide for several reasons.

First, as we have seen, the transformation process requires the integration of multiple changes while the firm
continues to meet its present objectives. Only top management can have the overall perspective and set priorities.

Second, major change invariably requires changes in roles and reward systems. Often these can be made only by
the CEO.

Finally, all employees must commit time and effort to make the change happen and to get results. The CEO must
demonstrate his or her own commitment by giving the management of the process highest priority.

Delegating responsibility to a senior vice president of quality, or of reengineering, tells employees that the CEO
considers many things more important to the CEO and the firm than making the transformation.

Accelerating Learning

To be considered successful, change must produce trackable business results. And since significant improvement
invariably requires redesigns of the organization structure and business processes, the progress of these redesigns
must also be measured. (Hence the financial markets’ sensitivity to the speed, or lack of it, in a company’s
moves to redesign itself.) Ultimately, the surest way to achieve excellent designs of structure and processes is by
developing the company’s ability to learn what works best – and its ability to apply that knowledge rapidly
(Exhibit 4).

Exhibit 4

Increasing the Organization’s Capacity to Improve

In other words, organizational learning is critical for the achievement of hard business results. As one CEO said,
„We’ve got to count the eggs. But we also have to clean the coop. And we must feed the hen.“ When he reads
reports, observes operations, and meets employees, the questions he asks are:

• Are we improving our measurable results?

• Are we using better business processes and operating procedures?

• Are we improving our ability to learn and apply knowledge?



Peter M. Senge, author of The Fifth Discipline, says, „Leaders in learning organizations are responsible for
building organizations where people are continually expanding their capabilities to shape their future... that is,
leaders are responsible for learning.“

No organization has a choice about whether it wants to change and learn. All organizations are continually
changing and learning – otherwise they would not survive. The choice for the leadership team is whether to lead
and manage this vital process – so that it happens efficiently, effectively, and in alignment with the organi-
zation’s goals, or leave it to chance and possible failure.

Arun N. Maira is a director in Arthur D. Little’s North America Management Consulting Directorate. He joined
Arthur D. Little after 25 years with TELCO, the last eight of which he spent as a member of the board of direc-
tors. Based in Arthur D. Little’s Cambridge, Massachusetts, headquarters, he has assisted clients in several
industries to manage change and obtain breakthrough performance improvement.


