Change Management at Marks and Spencer
Background Scenario

With 375 stores, 11 million shoppers a week and 66,000 employees, Marks and Spencer is a venerable British institution and one of the High Street’s best known names. 

However the days when M&S was unchallenged have long gone as clothing sales have come under pressure from Next and Asda and food revenue has been hit by Tesco.

 In the last 5 years, Marks and Spencer have experienced a succession of changes in management and corporate structure following a massive decline in sales. What used to be a leading worldwide quality food and clothing retailer has now become an out-of-date, uncompetitive blur on the UK stock market.

The decline began in the late 1990’s as a result of pressure from changing economic demand causing Marks and Spencer to undergo continual business realignment, as demonstrated in figure 1. 

As this demonstrates, major organisational or “quantum” changes have taken place within Marks and Spencer but they have not been developmental in nature which goes someway to explaining why the results have been unsuccessful. The company has changed their marketing mix, dropped and added products, service and customers, downsized and made large numbers of employees redundant and yet they have not developed the capacity to solve their own problems and achieve both high performance and quality of work life. This may be because there appears to be little or no evidence of a scientific based strategy for change management, leaving the case open for psychological scrutiny. We feel that in order for Marks and Spencer to undertake successful change, facilitation is required to transform the company into a learning organisation, making use of knowledge creation and management.

Problems to be addressed

· The business has become too complicated and should stick to what it does best – food and fashion 
· It has let rivals steal its core business.
· The M&S Image is out of date and not in fashion. Corporate style and identity have held it back

· The company has closed many stores resulting in job losses  - humanist issues of existing employees need to be addresses (e.g. trust, anxiety, commitment)

· Management system ingrained in culture – not able to adapt in support of a refashioned image. Needs change to current and future  requirements (become adaptable)

Figure 1. Marks and Spencer’s Business Realignment chronology: 

· July 2001 Chief Executive and Chairman Luc Vandevelde announces 3 year recovery plan, along with a new board of executives. The plan consists of 3 stages:

· Only sell own brand products

· Concentrate on ready meals and prepare food

· Quality
 of clothes to include style and fit

· Introduce Per Una range by George Davies

· Develop Home and Health & Beauty departments

· Refurbish more stores faster for less cost

· Reallocate selling space within stores

· Develop M&S store card and financial services

· Brooks Brothers & Kings Super Markets USA

· Direct Clothing Catalogue (690 jobs)

· Continental Europe Stores (3350 jobs)

· Hong Kong stores to be sold as franchise



· Return on equity and assets by selling properties they don’t need to own.

· July 2002 Luc Vandevelde hands of Chief Executive position to Roger Homes

· May 2004 Luc Vandevelde resigns as chairman. Interim replacement Paul Myers

· June 2004 Stuart Rose (former head of Arcadia) joins as Chief Executive

· June 2004 Stuart Rose sets out details of his new management team.  The company also announces succession plans for the Non-Executive Directors.  

· June 2004 Rose’s new strategy:
· Money business-credit cards, loans etc will be sold to HSBC for £762m.  M&S will share in future profits. 

· There will be fewer new Simply Food stores.  The number of strategic projects will be slashed from 32 to 10.  

· Win back 35 to 55 year old women shoppers from discounters and supermarkets by getting the right goods on the shelves, in terms of style and quality, at the right price.  

· The food business will again focus on quality and innovation.  Only then will Rose turn his attention to occasional and younger shoppers.  

· Give the stores a facelift based on the success of the chains two newest outlets but find a cheaper way to copy the look.  Window displays will also be improved.  

· 500 lines will be shed form the food business.  In clothing, 10,000 will be reduced to 9,000.  In home 8,500 will be cut to 4,500.  

· New brands-such as Sp menswear and Per Una Due young fashion will be reviewed and may be axed.  A new marketing campaign will start in September with the slogan your M&S.  

· M&S will pay suppliers less for their goods from September.  Rose wants to buy larger quantities of fewer goods and keep less in stock.  That should mean fewer mark downs.  Food wastage will be cut by £10m a year by 2006-2007.  

· Save £320m a year within three years, paring £50m from annual costs and removing 650 jobs-cuts announced earlier this year but brought forward-which could save £45m, all by 2006-07.  

· Oct 2004 Acquisition of Per Una

· Nov 2004 Departure of board members. Stuart Rose announces the departure of four main board directors and two other senior executives.  
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Change Management Theory
Change management under the Organizational Development tradition, considers organisations to be social systems and is therefore concerned with the humanistic element in conjunction with the mechanics of the organisation. The aim is to improve the effectiveness and well-being of an organisation by facilitating a process of development so that eventually the organisation is able to solve its own problems and adapt as necessary.

The current change literature is separated into two schools of thought. On one hand, it can be “recipe driven”, using prescriptive guidelines for practice but with little theoretical underpinning. On the other hand it can very vague, with no clear focus on principles or application. Therefore, in order to implement effective change, the scientist-practitioner must be able to adapt and apply principles relevant to the current situation. 

The models that we have reviewed for inclusion in our “theory in use” have been selected for their relevance, adaptability and incorporation of organization members. They are; Lewin’s Planned Change Model; The Action Research Model; The Positive Model (Appreciative Enquiry) and a brief summary of each is given below.
Lewin’s Planned Change model (1951) 

One of the earliest and most fundamental models of change is that of Lewin’s change model. It consists of three stages: unfreezing, movement and refreezing.  

Unfreezing involves reducing the forces maintaining the organizations behaviour.  Movement involves shifting the organizations behaviour and refreezing involves stabilizing the new state.  Lewin saw change through the sources of behaviour in an organization.  Those forces that were trying to maintain the norm and those that were fighting for change.  

Action research model 

The classic action research model focuses on planned change as a recurring process in which preliminary research about the organisation provides a means for subsequent/future research.  The research from the initial stage is assessed to guide further research.  

The model places a huge emphasis on data collection and diagnosis prior to any action taking place and careful evaluation afterwards.  Emphasis is placed on the organization and the change practitioner working together through all stages of the process.  

According to Cummings & Worley (2005) there are eight stages to the action research model: 

· Problem identification 

· Consultation with a behavioural science expert 

· Data gathering and preliminary diagnosis 

· Feedback to a key client or group 

· Joint diagnosis of the problem 

· Joint action planning 

· Action 

· Data gathering after action 

Data collection techniques can be highly structured or unstructured in nature from formal questionnaires to open conversations.
As the model emphases a cyclical process the data gathering after action is feedback to key clients or groups to allow for re-diagnosis and new action.  

The action research model underlies most current approaches to planned change and is often considered synonymous with OD (Cummings and Worley, 2005) 

Positive Model/Appreciative Enquiry

The positive model focuses on what the organisation is doing right rather than its problems as in the previous models. The aim is to look forward to the future and on what “should be” according to shared experiences of members of the organization. The model is based on the theory that positive expectations give rise to positive outcomes. The method used for implication of this model is one of appreciative enquiry, which involves a dynamic investigation into best practices and themes within the organisation. 

The proposed framework for managing change at Marks and Spencer

Marks and Spencer has come under pressure to change from external economic factors and yet it has not responded successfully. It is because of this that a planned change approach is required, with the initiation and implementation of change being driven by management with the aid of a practitioner(s).

Using current models and theories of change management in the organizational development literature, we have proposed a framework for planned change that could be utilised by Marks and Spencer. 

Context of Change

Firstly, the context of the situation must be addressed in order to devise an appropriate method for change. This can be done on three dimensions:
Magnitude of change


· Incremental change to solve specific problems such as poor communication and low customer satisfaction
· Quantum change to alter the fundamental operation of the organisation, including structure and culture

Degree of Organization



· Over-organised where policies are too rigid for effective performance due to poor communication, avoidance of conflict etc.
· Under-organised where there is too little regulation for effective performance due to lack of structure direction and co-ordination.

Domestic vs International


· Cultural differences, particularly between Eastern and Western societies, e.g. Asian countries tend to be hierarchical and North American countries are concerned with individuality. It may be difficult to implement a change process that encourages openness amongst employees when this is not viewed upon favourably.

In the case of Marks and Spencer, the magnitude of change is quantum as large changes involving the culture, structure and strategy of the company need to be addressed. These will be considered in the intervention used. They are also a highly organised company with a previously revered management system in place which is now considered to be part of the overall problem. Although the system has been successful in the past, it is ingrained in the old culture and unable to adapt to a refashioned image of Marks and Spencer. Therefore, the change process at Marks and Spencer will focus on “loosening up” the structure. From a global consideration, Marks and Spencer will be considered as a domestic operation for this case as it has closed down its European and North American operations and has sold its Hong Kong stores to franchise.
Facilitation of Change Process
Using the three models of planned changed mentioned earlier, the following steps are a guideline to implementing the process of change; Diagnosing, Planning and Implementing, Evaluation.
Diagnosing
What:

· A collaborative process between consultant and organisational members

· Used to discover current functioning, values and beliefs of organisation

· Aim is to obtain a systematic understanding of organisation in order to identify intervention needed
Who:




· Organization – e.g. strategy, structure, culture, HR systems, measurement systems to ascertain the organizational effectiveness in terms of performance and productivity

· Groups – e.g. group composition, group norms, team functioning to ascertain team effectiveness in terms of performance and quality of work life

· Individuals – e.g. autonomy, skill variety, task significance, feedback to ascertain individual effectiveness in terms of job satisfaction, performance, absenteeism, personal development.

How:

· Establish relationship with members  - will affect quality and quantity of data obtained, important to establish trust and clarify expectations

· Collect data via questionnaires, interviews, repertory grids, observations, records and archives etc.

· Analyze data (qualitative e.g. content analysis, quantitative e.g. frequency distributions, correlations etc.)

· Feedback to organization – summarize information so that it is relevant, understandable, descriptive, significant and verifiable. Feedback should be given as quickly as possible but should be limited so as not to overload people with too much information.

· Survey feedback to be used – feedback is categorised by results for each work group and given to the manager of that group. Meetings are arranged for each work group to discuss issues and is facilitated by the consultant.
· Action resulting from feedback. More in-depth discussion of issues, alternative issues arising – members take ownership of information resulting in motivation for change.
Planning and Implementing

The planning, design and implementation of interventions should be carried out collaboratively with the organization members, to ensure ownership and understanding of change. The selected intervention should be designed to achieve the goals arising from diagnosis, whether they are to solve particular problems or work towards best practice. According to Blake and Mouton (1964), there are nine categories of intervention.

· Discrepancy intervention – where there are contradictions in attitude or action
· Theory intervention – using theory to define and explain the problem

· Procedural intervention – used to improve a procedure e.g. promotion
· Relationship intervention – improving interpersonal relationships e.g between supervisor and subordinate

· Experimental intervention – testing more than one intervention to identify the best for use

· Perspective intervention – looking at the whole picture from past to future

· Dilemma intervention – needed to respond to an emergent or imposed situation

· Structural intervention – changing the structure of the organisation (quantum change) e.g. management hierarchy.
· Cultural intervention – changing the culture of the organisation if it is preventing organisational development.

Intervention 

From our diagnosis we propose an intervention that will address the problems/issues raised and help Marks and Spencer to compete with other organizations.  The above list, which is by no means exhaustive points in the direction of a cultural change, however, considering the wider context as identified in the beginning of this framework, quantum changes involving the strategy of the company are required. Therefore, a transformational intervention which includes cultural change would be best suited to this case.
Transformational change 

Transformational change is a relatively new addition to organizational change.  It is concerned with radical change and is fundamentally about altering the way that the organization is perceived both internally and externally as well as how it functions.  

This type of change would be particularly relevant to the case of Marks and Spencer as it needs to radically alter how it operates in the face of competition.  

Characteristics of transformational change: 

· Change is triggered by environmental and internal disruptions

Marks and Spencer had experienced severe threat to its survival which have started to make its existing strategies and designs redundant.  

· Change is systematic and revolutionary 

The very nature of the organization needs to be altered

· Change demands a new organizing paradigm

It needs leaner more flexible structures 

· Change is driven by senior executives and line managers

Senior executives and line managers need to take and active role in all stages of the change.  As it this case if the senior executives do not have the expertises to guide the change external help maybe required.  

· Continuous learning and change 

Learning will take place at all levels of the organization and will have no set time frame as it is a continuous process.  

Transformational change is brought about by three types of intervention: 

· Culture change

· Self design 

· Organization learning and knowledge management 

Culture change 
The concept of organizational culture has generated much research and many models of culture have been developed with the aim of defining, measuring and observing culture.  However there is little agreement as to the nature of culture or it is should be conceptualised.  Despite this culture as become a very important part of organizations and interventions involving culture change have grown rapidly.    

Schein’s (1990) in Millward (2005) model of culture is one of the most commonly used, it consists of four layers at different levels of awareness.  At the centre is fundamental assumptions (unconscious, unquestioned, guide reactions), then values (what is important),  then norms (how to behave) and finally artefacts (observable behaviours and procedures).  

This metaphor of culture can not hope to capture all elements of organizational culture, it is however a useful tool to for research.  

Guidelines for application of culture change intervention:

· Formulate a clear strategic vision

· Display top-management commitment

· Model culture change at the highest level

· Modify the organization to support organizational change

· Select and socialize newcomers and terminate deviants 

· Develop ethical and legal sensitivity 

Self designing organizations
Self designing organizations can transform themselves to meet demands and challenge competition. Mohrman and Cummings (1989) developed a self design change strategy that involves continuous designing and implementing at all levels.  It emphasizes the need for self design as opposed to quick ‘off the shelf’ solutions.  

Application stages: 
· Laying the foundation 

· Designing

· Implementing and assessing 

Organization learning and knowledge management 
This intervention is aimed at helping organizations develop and use knowledge to change.  

Organizational learning involves enhances an organizations capability to acquire and develop new knowledge.  Organizational learning interventions focus on team building, structural design and employee involvement and are associated with human resources.  

Organization learning characteristics consist of four activities: 

· Discovery

· Invention

· Production

· Generalization 

Organizations can be taught how to apply these learning processes to best optimize the learning capabilities.  

Knowledge management focuses on how the knowledge can be organized and used to improve performance.  Knowledge management focuses on the tools that allow organizations to collect and organise useful knowledge and are associated with technology.  There are no universal approaches to knowledge management but there are 3 essential steps: 

· Generating knowledge 

· Organizing knowledge

· Distributing knowledge

Sense making 

In order for change to be successful in an organization it needs to not only come from a top down (senior executive) approach but also a bottom up (employee) approach.  This is because it has been argued that it is necessary for employees to make sense of and legitimate the change process (Dutton & Duckerich, 1987).  

An important part of sense making is sense giving which is about influencing the way that others view and understand the change.  Weick and Quinn (1999) argue that sense making and sense giving are fundamental to facilitating change.  Managers and colleagues can assist the sense making and overcome change by providing knowledge and drawing attention to events and meaning.  

Evaluation 
The intervention should be evaluated once it has been implemented not after it has occurred, so to discover if the intervention is having the desired effect.  This should involve during implementation evaluation and after implementation evaluation.  These both provide organizations with feedback about the intervention.  

Evaluation aimed at guiding implementation can be called implementation feedback and assessment of interventions is called evaluation feedback.  

Implementation feedback comprises collecting data about features of the intervention and its immediate effects and feeding them back in short intervals.  

Evaluation feedback involves collecting data about the long term effects of the intervention which are fed back at long intervals.  

The problem specific nature of organization develop interventions make them very difficult to evaluate.  Very few OD interventions are driven by theory or an experimental design which can make it difficult to interpret cause and effect.  As does the fact that they never happen in isolation to other activities and changes in the organization.  

However, OD interventions can be aided by applying the following guidelines: 

· Measurement should derive from the theory underlying the interventions and include measures of the features of the intervention

· Selecting appropriate variables 

· Designing good measures e.g. operationally defined, reliable and valid 

· Research design e.g. quasi experimental designs.
Critique of Planned Change
Every situation requiring change is different and therefore different techniques and approaches for managing change are required. Although this is discussed in the literature, the models of planned change are unable to give guidelines on what to do in each situation – only a generic set of directions. Therefore, it is up to the consultant to recognise the individual differences of the situation and be flexible in his approach.

The planned change models imply rational change through fairly prescriptive stages– however, when you consider the impact of the change process, it is not rational at all and could be considered as chaotic. Interventions involve changing corporate and individual goals, introducing new events, and making changes that do not fit in with the norms of the organisation. Other emergent conditions may also come out of the change process e.g. through management decisions which were not part of the initial plan for change.
There is no hard evidence of the effect of planned change on organisation performance as evaluation is very difficult and inaccurate. 

Consultants facilitating planned change will have their own preferences and biases that will influence the process and interventions used. Lack of open mindedness and awareness may cause inappropriate and ineffective decisions for change.
The planned change approach involves a long-term, complex process but it is often the case that organisations want a quick fix solution with immediate results. This can lead to corner cutting in facilitating the process or inappropriate alternatives being used.
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