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Central Michigan Community Hospital:   A Case Study in Managing Change

(Video available on Student CD-ROM)

chapter 16: managing change

Chapter16 Summary

· Organizations face many pressures to change. Some forces are external, including globalization, workforce diversity, technological innovation, and ethics. Other forces are internal, such as declining effectiveness, crises, changing employee expectations, and changing work climate.

· Organizations face both planned and unplanned change. Change can be of an incremental, strategic, or transformational nature. The individual who directs the change, known as a change agent, can be internal or external to the organization. 

· Individuals resist change for many reasons, and many of these reasons are rooted in fear. Organizations can help manage resistance by educating workers and openly communicating the change, encouraging worker participation in the change efforts, and providing empathy and support to those who have difficulty dealing with change. 

· Reactions to change may be manifested in behaviors reflecting disengagement, disidentification, disenchantment, and disorientation.  Managers can use separate interventions targeted toward each reaction. 

· Force field analysis states that when the forces for change are balanced by the forces restraining change, an equilibrium state exists. For change to occur, the forces for change must increase, or the restraining forces must decrease. 

· Lewin’s change model proposes three stages of change: unfreezing, moving, and refreezing. 

· A thorough diagnosis and needs analysis is a critical first step in any organization development (OD) intervention. 

· OD interventions targeted toward organizations and groups include survey feedback, management by objectives,  product and service quality programs, team building, and process consultation.

· OD interventions that focus on individuals include skills training, sensitivity training, management development training, role negotiation, job redesign, stress management programs, and career planning.

· OD efforts should be managed ethically and should preserve individual freedom of choice and privacy.

· When properly conducted, organization development can have positive effects on performance. 

Learning Objectives

After reading this chapter, students should be able to do the following:

1. Identify the major external and internal forces for change in organizations.

2. Define the terms incremental change, strategic change, transformational change, and change agent.
3. Describe the major reasons individuals resist change, and discuss methods organizations can use to manage  resistance. 

4.   Apply force field analysis to a problem.

5.   Explain Lewin’s organizational change model.

6. Describe the use of organizational diagnosis and needs analysis as a first step in organizational development.

7. Discuss the major organization development interventions.

8. Identify the ethical issues that must be considered in organization development efforts.

segment summary: Central michigan community hospital---A case study in managing change

Central Michigan Community Hospital has been named one of the top 100 hospitals in the United States. Due to the changing health care environment, Central Michigan Community Hospital faced challenges in meeting the needs of patients, the demands of insurance companies, and the increase in state and federal health care regulations and guidelines. The hospital also faced stiff competition from competing health care providers who offered contracts for the best-paying patients. That left Central Michigan Community Hospital with low-paying Medicaid and Medicare patients and nonpaying uninsured patients. The hospital was committed to treating the uninsured but wanted a mix of insured and uninsured patients to remain profitable. The number of visits to the emergency room rose because of an increase in the elderly.  People were coming to the emergency room with non-emergency problems like sore throats. Beds were occupied so that emergency patients might not have a bed available. Because of a casino and increased tourism, the hospital service area was growing. Change was needed because of the societal goal to meet the health care needs of the community and still remain competitive.

What types of changes should Central Michigan Community Hospital make to compete in the 21st century? An integrated health care delivery system was put in place. The hospital merged with a clinic. It was a difficult decision for physicians to make because physicians want autonomy and control over their professional lives.  A new emergency room was built with more state-of-the-art technology.  Additional services were added to discourage competition and generate revenue.  For example, the hospital opened Readycare, a walk-in urgent care clinic where patients could be seen and treated for noncomplex problems. The hospital also opened the Central Occupational Business Center where businesses can send their employees for care. Serving the outlying area with emergency services and a Readycare will be considered. Alliances with larger hospitals outside the community have allowed Central Michigan Community Hospital to offer a full array of services and prompt referrals and transfers. 

Change is difficult and must be planned “with a road map.” What can Central Michigan Community Hospital employees do to make these changes successful?  The first rule is to involve people so that they feel that they are part of the process. If not, they may sabotage the change. The basic rules of change are good communication, recognizing change, and planning for the change.  Change starts with a vision of where the organization wants to be, followed by a strategy to get there, combined with the right skill mix of people to do the job.  Resistance to change can be handled through education, information, and teamwork. The organization cannot compromise quality care during a period of change. Using strong techniques, Central Michigan Community Hospital has positioned itself to grow and thrive in the 21st century.

preViewing Activities

I. Before Class Preparation for Students

A. Review Chapter 16.

B. Review the following key terms: 1) strategic change 2) transformational change; 3) change agent; and 

          4) organization development.

C. Students will describe the major external forces for change in today’s organization. 

· Point out that external forces include globalization, workforce diversity, technological innovation, and ethics. 

II. In-Class Previewing

A. Describe the role of the change agent.

·   A change agent is the individual or group who undertakes the task of introducing and managing a change in an organization. Change agents can be internal, such as managers or employees who are appointed to oversee the change process. Change agents can also be external, such as outside consultants.  

·  Internal change agents have the advantage of knowing the organization’s past history, its political system, and its culture. However, internal change agents may be associated with certain factions within the organization.  

·  External change agents bring an outsider’s objective view to the organization. They have more power in directing changes if employees perceive the change agents as being trustworthy, possessing expertise, having a track record of credibility, and being similar to them. However, they may have limited knowledge of the company.

B. Using Table 16.1, describe the four behavioral reactions to change.  How can these reactions be overcome?

·  Disengagement is the psychological withdrawal from change.  Drawing out disengaged employees and helping them air their feelings can lead to productive discussions. 

·  Disidentification is the feeling that one’s identity is being threatened by a change. Disidentified employees need to see that they can let go of old ways and experience positive reactions to new ways of performing their jobs. 

·  Disenchantment is expressed as a feeling of negativity or anger toward a change. The first step is to allow individuals to let off the necessary steam so that they can come to terms with their anger.  The second step is to acknowledge that their anger is normal and that the manager does not hold it against them. 

·  Disorientation is a feeling of loss and confusion due to a change.  The information about change needs to be put into a framework or an overall vision so that the disoriented individual can see where he or she fits into the grand scheme of things. 

C. Review Lewin’s change model, Fig. 16.2.

·  Unfreezing The first step in Lewin’s change model, which involves encouraging individuals to discard old behaviors by shaking up the equilibrium state that maintains the status quo.

·  Moving The second step in Lewin’s change model, in which new attitudes, values, and behaviors are substituted for old ones. 

·  Refreezing The final step in Lewin’s change model, which involves the establishment of new attitudes, values, and behaviors as the new status quo.

viewing activities

I. Why does Central Michigan Community Hospital need to make changes?

· Due to the changing health care environment, Central Michigan Community Hospital faced challenges in meeting the needs of patients, the demands of insurance companies, and the increase in state and federal health care regulations and guidelines. The hospital also faced stiff competition from competing health care providers who offered contracts for the best-paying patients, leaving Central Michigan Community Hospital with low-paying Medicaid and Medicare patients and the uninsured. The hospital was committed to treating the uninsured but wanted a mix of insured and uninsured patients to remain profitable.

·  The number of visits to the emergency room increased because of an increased elderly population. People were coming to the emergency room with non-emergency problems like sore throats. Beds were occupied so that emergency patients might not have a bed available. Because of a casino and increased tourism, the hospital service area was growing. Change was needed because of the societal goal to meet the health care needs of the community and still remain competitive.

II.  What types of changes should Central Michigan Community Hospital make?

· An integrated health care delivery system was put in place. The hospital merged with a clinic. It was a difficult decision for physicians to make because physicians want autonomy and control over their professional lives.  A new emergency room was built with more state-of-the-art technology. 

·  Additional services were added to discourage competition and generate revenue.  For example, the hospital opened Readycare, a walk-in urgent care clinic where patients could be seen and treated for noncomplex problems. The hospital also opened the Central Occupational Business Center where businesses can send their employees for care. Alliances with larger hospitals outside the community have allowed Central Michigan Community Hospital to offer a full array of services and prompt referrals and transfers. 

III.  What can Central Michigan Community Hospital employees do to make change successful?

· The first rule is to involve people so that they feel that they are part of the process. If not, they may sabotage the change. The basic rules of change are good communication, recognizing change, and planning the change.  Change starts with a vision of where the organization wants to be, followed by a strategy to get there, combined with the right skill mix of people to do the job.

·   Resistance to change can be handled through education, information, and teamwork. The organization cannot compromise quality care during a period of change. Using strong techniques, Central Michigan Community Hospital has positioned itself to grow and thrive in the 21st century.

follow-up activities – students apply & extend

I.  How might technological change affect Central Michigan Community Hospital?  Give examples.

·  Rapid technological innovation in the field of medicine is a force for change in hospitals, and those who fail to keep pace can quickly fall behind. Technological innovations bring about profound change because they are not just changes in the way work is performed. Instead, the innovation process promotes associated changes in work relationships and organizational structures. 

·  For example, new equipment (e.g., laser equipment, latest MRI, etc.) needs specially trained personnel and makes those health care facilities without  state-of-the art equipment less effective. Patients seek health care elsewhere and the hospital’s reputation is blemished. 

II.  Should Central Michigan Community Hospital adopt organizational development interventions? Explain. Divide   

       the class into small groups and have each group present its answer to the class.

·  Organizational development is a systematic approach to organizational improvement that applies behavioral science theory and research in order to increase individual and organizational well-being and effectiveness. 

·  Point out that it is important to address the following issues:

      . What are the forces for change?

      . What are the forces preserving the status quo?

      . What are the most likely sources of resistance to change?

      . What are the goals to be accomplished by the change?

III.  As an out-of-class assignment, students will contact the hospital administrator of a local hospital and physicians   

       in their community and find out how changes in health care have been managed.  Students will report their  

       findings to the class.   
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