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6.1.1: Internal Change Management

Discuss internal change management and learning organizations

Amazon always seems to be among those companies that we talk about when we want to cite
a good example of how to do business. But change looms like a threat in the background even
when a company is setting standards for others, and Amazon is no exception.

In August of 2017, Amazon purchased Whole Foods Market, and it immediately became a
player in the $840 billion grocery industry. Amazon made the move to compete with players like Walmart, who did business both
in the ecommerce and brick-and-mortar space. Grocery and retail stocks saw a downward tumble as investors immediately saw
Amazon becoming the big fish in this industry. But everyone was surprised, and now, more than a year later, we still don’t hear
anything worthwhile coming out of the merger.

What we do hear, however, are stories about Whole Foods employees crying in the aisles of
their stores, responding emotionally and unfavorably to the new rules and regulations
imposed upon them by the online giant. Scorecards are used to measure—and even terminate
—employees and customers are screaming at the sight of their poorly stocked shelves. A
merger that would allow Amazon to grow outside of the Ecommerce arena and create
additional buying power (and selling power) for Whole Foods looks to be stumbling, if not
faltering entirely. What’s the issue?

The issue is culture—or, more specifically, the lack of a successful blend of the cultures of
two very different companies.

As we mentioned earlier, Whole Foods’ organizational structure was team-based, with teams
answering to themselves and to each other. Amazon, on the other hand, has a structure that’s

rooted in manufacturing bureaucracy, functioning with military-like precision and not leaving much room for autonomy. It should
not have come as a surprise that the two cultures would clash.

Whole Foods is a small part of Amazon’s business but a large part of their future strategy and a lot is riding on their ability to make
this merger work. Still, the odds are against them: between 70 and 90 percent of mergers fail and it’s easy to see why considering
amount of change has to be managed by the companies involved.

If Amazon were to adopt some of the habits of a learning organization and incorporate those behaviors into their change
management strategy overall, some of these merger issues could have been avoided, or at least anticipated. Let’s take a look at how
learning organizations prepare themselves for change.

https://assessments.lumenlearning.co...essments/14010

Learning Organizations

Learning organizations are the result of looking for new ways to successfully respond to a world of interdependence and change,
and the ideal learning organization has developed the continuous capacity to adapt and change. The characteristics of a learning
organization:

There exists a shared vision which everyone agrees on
People discard old ways of thinking and standard routines
Members think of all organizational processes, activities, functions and interactions with the environment as part of a system
with interrelationships
People openly communicate with each other across vertical and horizontal boundaries without fear of criticism or punishment
Personal self-interests and fragmented departmental interests are sublimated to the organization’s shared vision

This is easier to say than it is to do, but I think we can agree that most of these aspects of a learning organization are not in place
where Amazon and Whole Foods are concerned.

Learning Objectives

Practice Question
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Typical organizations address problems with single-loop learning, where errors are corrected using past routines and present
policies. Learning organizations, however, have adopted double-loop learning¸ where errors are corrected by modifying the
organization’s objectives, policies, and standard routines.

Furthermore, learning organizations are meant to be a remedy for three fundamental problems inherent in traditional organizations:
fragmentation, competition, and reactiveness.

Fragmentation refers to the specialization within an organization that creates walls and silos. This fragmentation separates different
functions into independent areas that often bicker with one another. Amazon is, in itself, a silo, with a rigid culture based on
discipline and prescribed rules and regulations. Rather than reviewing and negotiating Whole Foods’ culture, they went about
operating the grocery chain with Amazon rules – including scorecards and regulations. Amazon has inadvertently created an “us”
and “they” with their actions.

Competition in an organization undermines collaboration. Managers compete to show who is right, who knows more, who is the
most powerful. Whole Foods workers were used to having a lot of autonomy in their actions, negotiating face-to-face with
customers and making educated decisions about how to go about their work. Amazon’s new rules and regulations will spike
competition by presenting these new measurements and regulations by which Whole Food employees are evaluated.

Finally, reactiveness misdirects management’s attention to problem solving rather than creation. It remains to be seen how Amazon
will respond to their faltering relationship with their adopted child. Experts agree that performance in 2019 will be key to
Amazon’s future success in the grocery space, but will they be able to get this unstable ship moving in the right direction to do so?
The managers of both companies have the opportunity to create something new, but if they’re addressing problems at every turn
rather than innovating, reactiveness will thwart their efforts.

Organizations can make an effort to become a learning organization. Changing an organization to be a continual learner includes:

Establishing a strategy: a commitment to change, innovation and continuous improvement
Redesign the organization’s structure: formal structures can impede learning, so flattening the structure and putting teams
into place increase cross-functional communication and eliminate boundaries
Reshape the organization’s culture: management must change its behavior as well as its strategy to embrace risk and change

Amazon isn’t going to wake up one morning, look at their faltering brick-and-mortar grocery sales, and say, “Hey, let’s become a
learning organization and make this work.” Becoming a learning organization isn’t the solution to their problem—skillful change
management is what’s needed. But organizations have thought about how to avoid what’s happening with the Amazon/Whole
Foods merger and concepts like learning organizations are what results from it.
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