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INTRODUCTION 

The Chapter looks at the key aspects of organizations; how they are changing; the dynamics within modern organization; the organization structures that can exist, both formal and informal; the importance of Total Quality Management at all levels within the organization; and the need and process for organization change and importance of Total Quality Management at all levels within the Organization; and the need and process for organization change and improvement.  

3.1 Defining the organization

3.2 Changing Organizations

The term ‘organization’ is probably as difficult to define as ‘management’, since both are commonly used to mean many different things. An organization may be considered to be a group of people with defined relationships to each other, for example a family, a club or the boy scout movement. By an organization one may also be referring to a collection of human and material resource; which are gathered together for a stated aim, for example a factory, a firm of solicitors, etc. At a more general level an organization may also refer to a structure defining the division of work and interaction between individuals, groups and resources (Dunderdale, 1994). The common view of an organization is a system that contains one or more of the following elements.
· A collection of people in formal and informal groupings.
· Individuals who have defined tasks and responsibilities, some of which may consist of specialization.

· The manner in which these tasks interact and relate to each other is defined.

· The tasks all lead to achievement of a common aim.

The traditional view of an organization is shown in Figure 3.1. In the hierarchical structure commands pass down the chair from superior to subordinate while information on task progress flows upwards. Authority is delegated to lower levels from the one above, until it reaches the bottom. No commands go upwards and no information flows down. The organization may be flattened, as in Figure 3.1 (b), but the basic principle remains unchanged. However, in these instances, information may also flow horizontally, across the various levels, because of the wide spans of control involve.


The problem with this view of the organization is that it is impersonal and based on ideal assumptions regarding people. It assumes that employees are units of works, doing what has been assigned to them and therefore furthering the aim of the organizations are perceived (Lawler, 1994). Hierarchies are disappearing; horizontal communication is replacing the traditional flow of information and command up and down the organization; alliances are being formed with other companies, and with suppliers and customers, and they frequently operate as part of the formal organization (Gross, 1993; Gretton, 1993). These changes have been driven by;

· The emphasis in organizations on the attainment of results rather  on the process used in achieving them.
· The emphasis on horizontal activates within the organization in order to gain influence and information, rather then vertical activity.

· Many more opportunities fro action and exerting influence within a organization

· The realization that external contacts are becoming an important factor in being able to wield internal influence and power.

· Rapidly disappearing formal control mechanisms between managers and subordinates (Simons, 1995).

· No clear career progression paths within the organization, but many more opportunities for advancement. 

Many managers are finding it difficult to work in this changing organizational environment. (see the case study ‘Am I the boss?’)

Figure 3.1
Traditional View of an organization: (a) hierarchical; (b) flattened.

3.1.2 Organizational Dynamics
Organizations are dynamic feedback systems that need to be creative if they are to survive (Stacey, 1993). Managers cannot easily predict cause and effect, leading to difficulties in controlling the long-term direction of their organizations.


Management’s main task is in creating conditions for the organization to learn and develop (McGill and Slocum, 1994). Staff in the organization will take actions based on their past experience and memory, repeating actions that were known to have worked in previous similar situations. However, situations change, and staff must be willing to experiment, learning from new experiences. For effective learning the manager must create an open, questioning environment, very different from the structures of the past, where staff obeyed orders either out of fear or blind loyalty. 


An organization is a complex web of feedback structures, where one activity leads to another according to some predetermined relationship. Most organizations tend to oscillate between two states: integration and disintegration.


In the integration state all activates are closely controlled, usually from a strong centre. The aim is to minimize waste by re-use of technology and processes. Overlaps in markets are eliminated, and the whole organization drives forwards towards common goals using a common culture. Tight rules are implemented and rule breakers are punished. Such an organization will eventually lead to stagnation, where all initiative is lost and the organization dies on its feet. 

In the disintegration state tasks are divided into smaller and smaller units, as are the organizations and markets which they serve, Individual are empowered and motivated to act in the best interests of themselves and the organization as a whole. Communications, procedures and processes are entirely informal, replacing any formal ones that existed, Cultures are fragmented an there is no central control. This organization will proceed along merrily towards chaos, until it eventually splinters apart. 

It is clearly important to find a happy medium between the integrated and disintegrated states. Chaos is, however, very important since it can lead to complex new organizations which are much more effective than the ones they replace (Prigogine and stingers, 1984; Peters, 1992). The trick is to catch the disintegrating organization before it splits apart, and this is usually best done by those who are actually taking part in the organizational change. Once a new state has been reached it is also important to service it continually to make sure that it survives. Eventually further chaos will be needed to reach an even higher and more complex state.

Many companies introduce chaos artificially into their organizations. This can be done in several ways, for example by ensuring that the company culture is continually being challenged. Canon and Honda did this by recruiting a significant number of new managers at the same time from external organizations. So as to create a culture pocket different from the current company culture. Another technique is to seek out challenging and risky situations for the organization to face and to grow out of. One such example is talking on a more powerful competitor head-on (Porter, 1991).

Self-organizing groups are a very effective mechanism for organization development and learning. These usually consist of groups which form spontaneously with their own objectives and goals. If a manager sets out to form such a group then it is important that the group is left to set its own objectives, or else it becomes nothing more then a task force. The group must not be subjected to tight controls. Normal hierarchy will no longer be operative within such a group, although the group may grow its own control structure, If senior members of staff are part of such a group then they must be prepared to act as any of the other members.

There have been many attempts to drive towards a ‘boundaryless organization’ (Hirschhorn and Gilmore, 1992) which has no strict functional demarcations. However, it is important to appreciate that removing boundaries on organization chart will still not remove them from the organization-the boundaries will exist in people’s minds.

   In traditional organizations the organizational boundaries were clearly defined; reporting structures were indicated and boundaries drawn around fruitions and people. Individual behavour was conditioned by these boundaries. Removal of these boundaries, caused by the need for greater flexibility in present-day organizations, has replaced them by behavioral barriers. There are still differences in authority, knowledge, skill and so on, which cause individuals to exploit and set up boundaries, of ten without realizing it. (See the case study ‘I know my place’)

Two of the major causes of boundary creation are authority, formal and informal, and knowledge. A manager must always be prepared to use the formal authority given to him; he cannot abdicate it. However the authority should be used to create an open organization, with staff participation, empowerment and so on, and not for tight control or giving orders and direction.
3.2 Organization structures
3.3 Defining a structure

An organization structure is the way the organization allocates its resources towards meeting its strategic aims. It is commonly defined by organization chart. 


There are many structures that are in use, and these cover a variety of functions, as illustrated in Table 3.1. this talbe also gives the groupings that are used in the sections which  follow to describe the organizations. It is important to realize that there is no single structure that is best for every company and for the organization

Table 3.1
Groupings for common organizational structures

Organization structures 

    Grouping           . 

Line




Hierarchical 


Staff


Project-based


Functional


Flexible


Matrix




Matrix


Informal



Informal

Every period in its operation. Sturcture will change and develp to meet the aims of the organization at any give time.

Structures can also be pluralist, where overlaps occur between groups, each representing different activities or spheres of interest. A person can belong to several such groups.


All the organizations given in Table 3.1 may be defined as either operational or representative. An operational organization its set up by a company to produce a unit of output, while a representative organization generally represents a separate sphere of interest, although this interest does not necessarily have to clash with that of the company. The best known  representative organization is treated as separate from the operational organization if is to succeed. (See the case study ‘ The un-representative representatives’).
3.2.2
 Hierarchical structures 

Hierarchical Organizational Structures are probably the most common and are often considered to be essential for control of large organizations (Jaques, 1990). Hierarchical Organizations, also know as bureaucratic structures, are characterized by the following:-

· A hierarchy of authority. The amount of authority, and related rewards, is clearly defined for each level within the hierarchy. Authority is related to the position within the organization and not to individuals.

· Specialization of tasks. Once again this specialization applies to the position within the structure and not to individuals. Therefore, when selecting people for tasks it is important to select the person to fit the job and not tailor the organization to fit the person.

· A system of rules which is tightly enforced throughout the organization, to ensure conformity, Allocation of privileges, authority and so on is defined by these rules.

· Impersonality in the application of rules to ensure that the organization functions as an efficient, impersonal operation. The system must be fair and must be seen to be fair.

Figure 3.2
shows a hierarchical organization which operates on four levels As one moves up the hierarchical tree the task increase in complexity, become more varied, and have longer completion times. It is important that the layers are separated buy wide difference to avoid the feeling of bureaucracy, where each layer adds very little value to the layer below it. Too many levels within an organization usually result in the manager band subordinate being too close in experience and skills.


Long time-scales for tasks sometimes have disadvantages, for example, the bottom rung of the management ladder is usually occupied by the supervisor (Wentworth, 1993). The position has direct access to productive resources and a very short time frame for actions. This means that the supervisor can spot immediately when things start to go wrong and can take corrective actions. 

Although the upper layer usually managers the layer below it, it is important that the managers in lower layers recognize the importance of managing their bosses (Gabarro and Kotter, 1993). Subordinates must work with their manager to ensure that the objectives of the company are met. (See the case study ‘Managing the boss’) Managers are also instrumental in : helping subordinates obtain the resources they need; providing a link to upper layers; and checking that priorities match those of the organization. Subordinates must recognize that their managers are busy doing their ow3n jobs and so cannot be expected to know all the problems and achievements at lower levels unless they are told.


Higher levels within the organization have greater authority then those below them . Authority can be of three types. 

· Legal or organizational authority, which is the formal authority granted to a position within the organization, It is the authority granted to enable it to achieve the goals set for that position. It is related to the position and not to the person involved. It cover these the area of responsibility and those within it. People obey the position and not the person, and follow the rules defined by the position. Therefore, in Figure 3.2 level 2a has authority over levels 3a, 3b and those below them , and not over 3c or 3d.

· Traditional authority, which is again related to the position rather than the individual. This is authority that is not specified by the organization but has grown up out of custom or tradition. For example, the manger’s secretary may be responsible for determining who use the copier machine located on the secretary’s floor.
· Personal authority, which is related to the individual rather than the position held within an organization. This may occur at any level within the organization and it cuts across official organization charts. The authority and span of control are not defined, being determined by the charisma of the individual. 

In a hierarchical organization the span of control at each level, that is , the number reporting to the position, is usually limited to six or seven. This is on the basis that it is difficult for any one person to supervise a large number of subordinates. However, this number should be considered to be a very rough guide. Much  depends on the capabilities of the managers concerned and of their subordinates, and on the type of work being done . In some instances spans of fifteen to twenty are quite workable.

Closely related to span of control is the size of any department. Status is often linked to size, and empire building is common in large organizations. Often the number of levels of hierarchy under a manager is taken as denoting seniority. However, larger departments are often counterproductive. People who are underemployed can become disruptive and waste other’s time. Specialists who manage other people have less time to practices their specialties. Larger departments also have bigger communication problems and are often involved in rivalry between departments. 


Advocates of a hierarchical structure claim that it is an efficient communications medium. It was certainly used very effectively in the Roman legions, which were based on the principle that each level had ten reports. Therefore a commander giving an order could be certain that it would very quickly reach 1000 men by only having to go down three levels. 
Figure 3.3
A concentric or ‘Hive’ Hierarchy.

However, in the modern technological age, a command can be sent electronically, almost instantaneously, to many thousands of people. Hierarchical structures are therefore not necessarily good for effective communications, especially when information needs to flow up as well as down an organization. 
Figure 3.3 shows an alternative representative of the hierarchical organization structure, where power flows from  the center out. This figure shows the levels that actually exists in several large multinational organizations. It illustrates the problems of effective communications and the ‘cocoon’ effect on the chief decision maker, the president.

One of the aims of an organization is to break down the total task and responsibility into smaller unit, which can then be allocated to groups and individuals to allow specialization The hierarchical organization structure is claimed to be the only one that allows large numbers of people to be managed and still preserves accountability (Jeques, 1990). It ensures that accountability exists at each level and that it is allocated to individuals and not groups. 


However many hierarchies have overlaps, as in Figures 3.4 with people belonging to several groups, superior, subordinate and peer, Allocation of strict personal responsibility and accountability is now difficult. It is, however, important that every one sees their jobs as challenging, important, and meaningful. Responsibilities must be seen to contribute to the organization’s goals, and the jobholders must feel personal importance and worth. 


Figures 3.2 represents a line organization, with each line manager being responsible for producing a unit of output. In most organizations staff functions also exist, as in Figure 3.5 , who have an advisory role, supporting the line organization and ensuring that un inform policies are applied across an organization, These staff functions are usually small, for example having responsibility for strategy formulation. They may consist of a department, organized on a hierarchical basis, or an individual. Often there is conflict between the line and staff organizations, since the line managers are responsible for achieving goals and delivering products and they may resent interference from staff functions. This is especially the case if the staff organization is given a controlling function, such a approving capital spending.  Organizations sometimes have a large headquarters staff function and then smaller staff functions within each of their divisions. The trend, however, is to dismantle the headquarters staff organization, and to puch responsibility down to many more smaller divisions (Foster, 1994). These operate autonomously at a local level and are controlled from headquarters by a set of objectives, such as meeting a level of profit or market penetration.

Sometimes the role of service groups gets confused with that of staff functions. Sevier groups are part of the line organization and are responsible for carrying out some supplementary activity, such as preparing customer documentation on looking after facilities.

Hierarchies can be formed in several way .for example Figure 3.6 illustrates a simplified functional hierarchy, where each group is responsible for a specialization, This is the most common form of hierarchy, since it enables people to specialize and learn from each other within their discipline. It also builds closer bonds between professional, although the danger is that loyalty is given to the function rather then the company.


Hierarchies can also be product-or project-based, as in Figure 3.7. The advantage of this is that it provides a very clear project focus and is probably best applied to very large projects. Its disadvantage is that, for smaller projects, its does not allow each specialization to have the critical mass needed to invest in equipment and skills, and creates inefficiencies by having to duplicate expensive equipment. Usually projects may have some functions under direct control of a project manager but share others. 


A geographical hierarchy is shown in Figure 3.8. Once again this is efficient if the operation in each region is large enough to allow duplication of engineering and manufacturing. Globai organizatins often have several sites carrying out these functions, but ensure close coordination to obtain leverage from R&D and processes. 

Hierarchies can also be developed on other bases, such as markets and customers; for example, telecommunications, information technology and consumer. 

3.2.3 The matrix Organization
The matrix organization aims to capture the best of both the functional and project organizations. It is hierarchical in structure, except that two parallel hierarchies exist.
Figure 3.9 shows a simple matrix managements structure consisting of functional and projects lines. Either the functional or project line could have been drawn in the vertical; they both have equal strength in a full matrix structure. As seen from this, individuals at lower levels tend to have two reporting lines, one to their functional manager and the other to the project manager.
Figure 3.10 shows the responsibilities of hesee two areas. The project manager is responsible for directing day-to-day work, setting priorities, meeting tight programme time-scales and delivering products to the customer.
Figure 3.9
A simple matrix Management Scheme.
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Figure 3.10
Responsibilities within a matrix organization.

Figure 3.11
The relationship between project, functional and matrix organizations.


The functional manager is responsible for looking after the personal needs of the individual engineer and for ensuring that high quality standards are followed on the project and that there is a ‘home’ for the engineer to go to at the termination of the projects. This may only be a temporary home from which the engineer goes on the another project. Functional organizations must look across project boundaries to unify staff of the same discipline, developing them in their technical skills and ensuring that they learn from each other.

Figure 3.11
Shows there levels of control that exists in functional , project and matrix management structures. The matrix organization provides a balance between the functional and project organizations.

The matrix organization has several aims.

· To allow projects to be formulated, grow and deliver products to the customer, including post-sales support, with minimum time and expense. This means having a polls of expertise that can be drawn on at the start of a programme and to which engineers can return at the end, so minimizing time and expense to the project.
· To provide staff leveling, as illustrated in Figure 3.12, Each project needs a different number of engineers with different skills, depending on the stage that they have reached. By drawing these from a pool, the overall total level of any skill needed can be kept relatively constant. This requires long-range planning to determine the overall staffing level. Problems can also arise when programmes start to run late and are therefore reluctant to free their resources for subsequent programmes. This result in conflict between functional managers and there various project managers, which needs resolving. 

· To provide a project focus on all the work being done. Functional groups usually only focus on a portion of the total work, while the project organization has a view of the total job. However, the functional organization satisfies the need that professional have for belonging and working with others of their own profession. 

· To provide a focus on the customer, Large customers often ask for copies of the project organization when placing contract, and the projects manager becomes their prime interface with the work being undertaken.

· To provide a view across all the various functional areas in order to determine the impact of developments or changes in one area on another.  To some extent a matrix organization also provides a mechanism for highlighting and resolving differences which occur between functions. 

· To provide a platform for faster decision making, especially in relation to the impact on the customer.

· To allow the project to concentrate on delivering the product to the customer, by moving some of the day-to-day issues to the functional organization.

Matrix management is suitable for use in situations needing multiple simultaneous management capabilities (Bartlett and Ghoshali, 1990). Paralle; reporting within this structure provides a method for resolving the conflicting needs of functions, projects products and so on. Multiple communication channels ensure multiple capture of information. Overlapping responsibilities provide flexibility and faster response to change. It has been suggested that the actual structure used ins not important; the attitudes and skills of staff are more critical. The matrix must exist in the minds of mangers; they must be receptive to the pull which exists in several directions in order to have flexibility.
Matrix organizations have often been criticized since they require that staff have more than one manager. It is interesting to note that in these circumstances it is usual that conflict arises between managers rather than between the sraff concerned. All managers wish to have total control over their staff.

Everyone also wants the best people for their project and will demand this from the functional manages. The functional manages lso want to keep their best staff to work on some pet developments of their own. Conflict will arise and it will need resolution. It is important that the responsibilities of the various groups involved in the matrix are very clearly defined to minimized conflict.


People usually accept the concept of two managers quite easily. In a normal family children readily accept the equal authority of both parents. There are also several advantages to be gained for the engineer working in a matrix organization.

· Experiences is gained of working in a function and in a project.

· The engineer can learn from the various manager.

· Appraisals and promotions are based on the input from two managers, so they are more likely to be related to merit rather than the whim of individual managers. However, anomalies can arise when engineers are promoted within a project and then return to their old jobs within the functions, when the project ends.

· It is easier for the engineer to move between jobs.

It has been suggested that project manages should be allowed to go outside their organizations to get resources if they find that the internal functions are too expensive or are not ready to meet their requirements. For example consultants can be used (Chaulkin, 1997; Wake, 1992) or telecommuters from different geographical areas (Skarratt, 1991). Similarly, the functional manager should be able to take on work from outside the organization, for example get funds to development  a new technology, Generally this is not favoured except for small percent of the overall task. However, it is usual for the functional organizations to be granted a level of discretionary funds in order to do work that may not be immediately needed by projects, but which might be required in future. 
Matrix management structures are often confused with task teams, also known as task forces (See the case study ‘The reorganization’). The aims of both are similar, although the task team lasts for a much shorter time. Task forces are set up for a specific task. Usually the problem to be solved is critical to the company. It needs to be tackled by a multidisciplinary team. It is a unique occurrence and not likely to occur again, so the task force is dissolved after its aims have been met. Matrix management structures, however, are designed to last for a long time and will tackle several projects in their lifetime. 

3.2.4 The Informal Organization.
Organizations which exist within a company are essentially pluralist in structure; that is, they consist of an overlap of the structures defined earlier: Functional, project, geographical, staff, matrix and so on. In addition, there is an overlap between formal organizations (those set up by the company and published as organization charts) and informal organizations.

Informal organizations can occur at all levels and usually grow up within a company fro several reasons.

· The failure of the official organization to provide leadership. For example, the official organization in a company may be as in Figure 3.13(a), where all the managers report to a director. It is possible that the director concerned may not be very effective, whereas one of the managers reporting to the director (Say Manager B) is a better leader. For example, this manager may be more knowledgeable and helpful, even advising the director on many occasions. Under these circumstance the unofficial organization functions as in Figure3.13(b), where the other managers, with the agreement of the director, take their lead from Manager B) 

· The official organization fails to provide the employees concerned with a feeling of self-respect in their work and a sense of achievement.

· The official organization does not make the employee feel ‘accepted’ and part of the wider group.

· The employees do not fell that they are receiving sufficient recognition and development in their work. 
Figure 3.13
(a) formal and (b) informal organizational structures.
The official communication channels are ineffective and the employees gain more from the unofficial channels -   the grapevine. Informal organizations can communicate suspicion and opinions, which cannot pass easily through official channels. The information (often horizontal) links that exist between formal line structures are also important and beneficial in getting work done smoothly, for example by unofficial ‘deals’ between groups.

Under these circumstances employees may turn to unofficial organizations to gain the sense of satisfaction, recognition, and belonging which they do not get from the official organization. These are really organizations within organizations: gossip groups, alliance groups and so on. The informal organization maintains its own disciplines, sets its won standards and provides its own rewards, which is usually no more than the privilege of being a member of the group.

A large organization is usually composed of many smaller groups consisting of between eight and ten people. These are called primary groups, and the smaller size enables easy face- to face communication between its members. Close interaction occurs, leading to inter personal relationships, both favorable and unfavorable, between members of the primary group, each person having defined attitudes towards other members. The larger secondary group is more formal and impersonal. The feelings of the members are conceding with those of the primary group.

The primary group is the main area where the individual acquires opinions, attitudes and goals and is subject to discipline and control. The primary group is self- sustaining; its main goal is its own existence. A secondary group, on the other hand, has more specific aims, such as the production of goods and services, and such a group can disband after its main aims have been achieved. Informal organizations may modify the formal organization to fit a given circumstance. They can be very powerful land beneficial if they are made to work in the interests of the whole formal organization, rather than against its aims, Mangers often look on informal organizations with suspicion, and try to break them up in order to reduce the influence of the unofficial leader. However, if possible, ways should be sought to make use of the informal organization. 

3.2.5 Global organizations.
There have been many changes in the global environment, which have forced multinational organizations to rethink the way in which they organize to tackle world- wide markets (Branded, 1997; Lettice, 1996; Maruca, 1994). Traditional multinational organizations were structured on a strict pyramid, as in Figure 3.14, where a sense of order prevailed. World headquarters was usually based in the country of origin, and it also housed the largest manufacturing plant, R&D centre and all subsidiaries around the world, which were controlled closely by the senior, centrally based, executives.

Figure 3.14
 Rapid changes in market conditions soon made it difficult for companies to susseed with this form of organization. They found that, for success , they needed to pay attention to the local environment (Ohmae, 1989). This environment, such as employee culture, consumer behavior, political considerations and competitive strategy, could not be exported from the home country.

It also became impossible to gauge local conditions by operating at long distance, and so make effective decisions. The temptation was to carry out activates for ‘world markets.’ This drive towards meeting the needs of an average of what was perceived to be a global market often resulted in the requirements of no specific market being met, with resulting failure.

New corporate headquarters are now much smaller and may be located anywhere in the word, not necessarily in the country of origin.  Some companies have a World HQ which may consist of nothing better than a suite of rooms in a hotel, close to an international airport. These headquarters can also be mobile,, moving between locations at frequent intervals. Some organizations prefer to have several headquarters, on a regional basis, rather than one central one. 

Associated with this diffusion of headquarters is the spread in major activities, such as manufacturing and R&D. These will be done on several sites in many countries, with the largest or most important ones located in any country, not necessarily in the country of origin of the parent company (Blachlock, 1995). 


Global managers have allegiance to their company, not to their country of origin or country in which they work. They are driven by economic considerations, looking for the greatest competitive advantage. Decisions such as where to locate the major plants, or where to carry out certain activates, are based on economic, business and political considerations; what is best for their organizations is of paramount importance (Reich, 1991). Customer needs have to be met world- wide, such as the requirement for local R&D and support, or local sourcing of components and materials. Skills are used wherever they are most available and cheapest. In their private lives, however, these same managers may by highly patriotic towards their own countries. 


The original pyramid organization has been replaced by a ‘treacle’ organization, where a multitude of operations and headquarters are bound

Figure 3.15
Together into an amorphous mass, as in Figure 3.15. In the past, companies did everything by themselves, but the modern organization often relies on global strategic alliances and joint ventures, and these can be encompassed much more easily by the treacle organization than could be done by the strictly hierarchical global organization of the pyramid.

Previously it was common practice for the key managers in foreign operations of a company to be appointed from the home country. The trend won is to have a very cosmopolitan management structure, where, for example, a US company operating in Itly may have a French Chief Executive. Also, the company’s headquarters staff may have mixture of several nationalities in its top positions. It is essential that an organization operates this cosmopolitan management structure if it hopes to attract and keep the best of management talent from many courtiers.

Employee goals within a global organization do not always coincide with those of the multinational managers. Employees want to attract investment into their own countries, since they are aware that this will have other added value for themselves, such as increase in general pay and living standards in the country, and generating more tax for their government to spend on infrastructure improvement and social services.

The multinational company also has the problem of maintaining its identity within this global environment. Uniform policies, such as on pay and conditions, help, but the key is to ensure that the organization has a set of defined core values, which are recognized and accepted by all its multinational employees as being fair and essential to their geographical activity.

Multinationals need to think globally but act locally (Barnevik, 1992). They should aim to maximize their global business, drive economies of scale and maximize on global technologies, but also to have deep roots wherever they operate. Global businesses can be built by having a collection of local businesses which act in unison, helping and learning from each other. However’ it takes a long time to build such a global business, and it cannot be speeded up by force or throwing money at it. Time is needed to gain customer acceptance and to fine and develop multinational managers who understand the markets in which they are operating and the culture and values of the global company that employs wishes to enter another market sector, even if these are both in the same country. 

Reaction from foreign governments to multinationals has changed every the years. Previously the key aim of governments was to increase the country’s exports, and negotiations on this took place between governments. Multinationals were considered as outsiders.

It has now been recognized that the extent of foreign investment within a country is as important as its exports, and that negotiations for these take place between governments and the global managers of the multinationals. Trade may now take the form lf intangibles, such as services that include engineering design, finance and marketing. The multinationals may export ideas into their foreign branch for the manufacture of goods, which then generate evener and may result in exports out of the host country.

Since multinationals recruit local managers and do essential valor added work around the globe, they receive equal treatment with local companies in most countries. Governments usually employ the carrot and stick policy in dealing with multinationals. The carrot takes the form of tax concessions and grants, and many countries have ended up bidding against each other to attract work into their countries in order to increase local employment. Managers have not been slow to recognize this and to play off one country or state against another, in order to obtain the best deals for their company. Since most companies have plants in several countries the thereat to close a plant and move work to another area is a very real one. This same threat has also been used very effectively against the trade unions. 

Multinational organizations also face threats from governments, to induce them to set up operations in their countries. For example, the government may exclude all imports of a certain type unless certain proportion of the goods is manufactured locally. Generally this threat is very effective, especially in the larger developed markets of Europe, Japan and the USA. Companies are also being attracted by side benefits, such as access to a large market, a well-trained labor force and good infrastructure, rather than by direct incentives such as grants.

And generating more tax for their government to spend on infrastructure improvement and social services.

The multinational company also has the problem of maintaining its identity within this global environment. Uniform policies, such as on pay and conditions, help, but the key is to ensure that the organization has a set of defined core values, which are recognized and accepted by all its multinational employees as being fair and essential to their geographical activity.

Multinationals need to think globally but act locally (Barnevik,  1992). They should aim to maximize their global business, drive economies of scale and maximize on global technologies, but also to have deep roots wherever they operate. Global businesses can be built by having a collection of local businesses which act in unison, helping and learning from each other. However, it takes a long time to build such a global business, and it cannot be speeded up by force or throwing money at it. Time is needed to gain customer acceptance and to find and develop multinational managers who understand the markets in which they are operating and the culture and values of the global company that employs them. This also applies to a company which is successful in one market sector but wishes to enter another market sector, even if these are both in the same country. 

Reaction from foreign governments to multinationals has changed over the years. Previously the key aim of governments was to increase the country’s exports, and negotiations on this took place between governments. Multinationals were considered as outsiders. 

It has now been recognized that the extent of foreign investment within a country is as important as its experts, and that negotiations for these take place between governments and the global managers of the multinationals. Trade may now take the from of intangibles, such as services that include engineering design, finance and marketing. The multinationals may export ideas into their foreign branch for the manufacture of goods, which then generate revenue and may result in exports out of the host country.

Since multinationals recruit local managers and do essential value-added work around the globe, they receive equal treatment with local companies in most countries. Governments usually employ the carrot and stick policy in dealing with multinationals. The carrot takes the from of tax concessions and grants, and many countries have ended up bidding against each other to attract work into their countries in order to increase local employment. Managers have not been slow to recognize this and to play off one country or state against another, in order to obtain the best deals for their company. Since most companies have plants in several countries the threat to close a plant and move work to another area is a very real one. This same threat has also been used very effectively against the trade unions.

Multinational organizations also face threes from governments, to induce them to set up operations in their counties. For example, the government may exclude all imports of a certain type unless a certain proportion of the goods in manufactured locally. Generally this threat is very effective, especially in the larger developed markets of Europe, Japan and the USA. Companies are also being attracted by side benefits, such as access to a large market, a well – trained labor force and good infrastructure, rather than by direct incentives such as grants.

3.3 The quality organization

Total Quality Management (TQM) is a key phrase within every organization (Burrows, 1991; Fenwick, 1991; Heller, 1993; Hiam, 1993; Jordan , 1993; sanderson,  1992; Shores, 1992). The three words associated with this title are worthy of further consideration.

‘Total’ has several implications. ‘Total’ refers to the total organization, embracing everyone including suppliers and customers. ‘Total’ also covers all activates within the company, such as engineering, manufacturing, sales and customer support. This concept differs considerably from the old notion that quality is only associated with manufactured product. ‘Total’ also refers to the total commitment from the organization towards quality, which is driven from total the Chief Executive all the way down the organization.


The word ‘quality’ refers to delivering value. Quality is not a skill but a value (Cormack, 1992).Some basic principles can be taught but to make it effective the employees within the organization need commitment, motivation, loyalty and other such important values.


TQM requires continual change (Logothetis, 1992) in order to continually improve. The management of this change is cover in the next section. Senior management must recognize this and be committed to change, leading to improving quality. Everyone within the organization must be involved in this change process.


Quality can be measured in many ways, for example:
· The quality of produced goods, measured in terms of: long-term failure rate; or cost of the product; or whether it was produced on time; or its performance parameters.
· The innovations which are generated within the organization at all levels and in every activity.
· The profit or turnover of the company.
· Market penetration or new markets entered.
Measurement of TQM is carried out by many companies around the world, using a variety of schemes. These have the advantage of enabling comparisons to be made between companies, as well as providing and an absolute indicator of the progress that a company is making towards continuous improvement (Vliet, 1996).


In 1983 President Reagan of the USA was keynote speaker at a White House Conference on Productivity, whose aim was to explore how the slowdown in productivity of the USA could be reversed. This conference was followed by long and detailed debate, involving government and industry which resulted in the recognition of the need for an award to encourage higher productivity within industry. This award, which was launched in 1988, became know as the Malcolm Baldrige National Quality Award, after the Commerce Secretary who took part in the original 1983 conference. The Baldrige Award is now presented each year by the President of the USA to recognize those companies who operate on best business practice, as measured by a model shown in Figure 3.16.

The key goal is Customer Focus and Satisfaction, measured in several ways, such as gain in market share, the results of customer satisfaction surveys and customer retention. Measures of progress are applied, indicated by the Quality and Operational Results, which include items such as productivity improvements, waste reduction and supply quality improvement.


The system that makes these improvements possible consists of four factors: Management of Process Quality; Human Resource Development and Management; Strategic Quality Planning; and Information and Analysis. The driver for making all these happen is the Leadership provided by the Executives within the company, who create the climber for productivity improvement as well as providing the resources and focus to enable this to occur.


Several other systems have been established for quality improvements, which recognize the need for TQM within organizations. The European Foundation for Quality Management (EFQM) was established in 1998 with the mission of improving the quality  of companies within Western Europe and so enhancing their competitiveness. They identified an achievement award similar to the Deming Prize and the Malcolm Baldrige National Quality Award. This was launched as the European Quality Award in 1992. Figure 3.17 shows the EFQM model, which is the basis for determining the allocation of the awards (EFQM, 1996).

Figure 3.16
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The model consists lf two parts, the Results section and the Enablers section, as indicated in Figure 3.17. The Results seek to measure what the organization has achieved, both in terms of its actual performance, compared with the industry, and in terms of performance against its own targets. The Enablers are, to a large extent, those that determine how the organization sets about achieving the Results.

The basic premise of the model is that Business Results will follow if the requirements of People Satisfaction, Customer Satisfaction and Impact on Society are met. To achieve these requires attention to the Processes within the organization, its Policy and Strategy, its People management and its use of Resources. All these are driven from the top of the organization by effective Leadership.

The model is based on the recognition that quality Business Results are essential if the company is to survive and prosper. These results include financial measures such as profit, cash flow, shareholder returns, working capital and return on investments. Also included are non-financial measures, such as market share, waste, product delivery time and time to bring new products or services to market These non-financial measures are as important as financial measures in a competitive environment. 

People Satisfaction determines how the employees vies the organization in which they work. It seeks to measure employee satisfaction from items such as results of employee surveys, awareness of job requirements, employment conditions, absenteeism and sickness, staff turnover, grievances and ease of recruitment.

Customer Satisfaction considers the perception of external customers of the organization and its products and services. Again it uses the results of customer surveys as measure of theist satisfaction, as well as items such as complaint handling procedures, customer returns, warranty payments and repeat business. Impact on Society considers the perception of the society at larye to the company especially of those within the community in which the organization is based. It looks at the organization’s approach to environmental issues as well as the community, such as in charity work, education and training sports and leisure, and the steps the organization is taking to preserve global resources. The actions the organization takes to reduce and prevent nuisance and harm to the community are also important, such as reduction of noise and pollution.

The Processes criteria measure how successful the organization is in the management of its key processes. They seek to determine she their are identified and reviewed, and then revised, if necessary, so as to result in continuous improvement of the organization’s business. They look at several factors, such as:

· How the processes critical to the success of the organization are identified.

· How these processes are systematically managed.

· How the processes are measured to determine their effectiveness. Whether improve the processes.

· How the organization encourages employees to apply innovation and cerativety in process improvement.

· How process changes are implemented and the benefits of these changes are measured.

People Management measures how successful the organization is in managing its employees, and in releasing their full potential to continually improve the business in which they world. It considers several factors, such as:

· How the process of continuous improvement is achieved within the organization.

· How the capabilities and skills of employees are developed and preserved.

· How employees and teams within the organization agree improvement targets and how these are reviewed for success.

· How al staff is encouraged to take part I n continuous improvement activities and how they are empowered to take action in support of these activities.

· How communication, both upwards and downwards, is achieved within the organization, in order to make continuous improvement effective.

The policy and Strategy criteria look at the organization’s strategic direction,, its mission, and its values and vision. They seek to measure how these reflect the concept of TQM, and how TQM principles are used in their review, deployment and improvement. Several factors are considered, such as:

· How business improvement concepts are incorporated into the organizations policy and strategy.

· How policy and strategy are used as the basis for the organization’s business plans.

· How the organization’s policies and strategies are communicated to these within and outside the organization.

· How the organization regularly revises and improves its policies and strategies.

The Resource criteria are used to measure how the organization manages, preserves and uses its resources, and in particular whether these resources are effectively deployed in support of its policies and strategies. Areas covered include how effectively the organization manages its financial resources, its information, its fixed assets and material resources, its technology base and its vital data.

The leadership criteria aim to determine how the Executive team, and all the managers within the organization, inspire and rive TQM throughout the organization, treating it as the fundamental process for continuous improvement. Areas considered include:

· How the managers are visibly involved in leading business improvement within their organization.

· How managers ensure that a consistent business improvement culture exists within the organization.

· How managers provide sources and support to those taking part in business improvement activates.

· How managers recognize the efforts and successes of those involved in business improvement.

· How managers involve customers and suppliers in the business improvement.

· How managers promote their company, to outsiders, as being a quality organization.

The EFQM model is weighted, as shown in Table 3.2. Customer satisfaction carries a maximum of 200 points out of a total of 1000 points (20 per cent). Next comes Business results with 150 points or 15 per cent, and so on. Guidelines are laid down within the EFQM documentation on the weights to be applied to each sub-criterion in arriving at the final scores.

Table 3.2 Weighting used in the EFQM model
	Criteria
	Number of points 
	Percentage of total points

	Leadership
	100
	10

	People management 
	90
	9

	Policy and strategy
	80
	8

	Resources
	90
	9

	Processes
	140
	14

	People satisfaction
	90
	9

	Customer satisfaction
	200
	20

	Impact on society
	60
	6

	Business results
	150
	15



The process that a company would use in carrying out an evaluation against the EFQM model is illustrated in Figure 3.18 It is a self-assessment process in which the assessors are employees of the company. External assessors are involved only when an external award is being 

Applied for.

Figure 3.18
The requirement for the assessment is driven by the Executive team, and they need to commit to it. Once this has been agreed the assessors are selected, usually from several different functions and levels within the organization, and the are trained in the use of the EFQM model. All employees are then informed that the assessment is taking place and the assessment team sets about gathering information, usually by analyzing data from company surveys and of the company’s financial results, and by conducting interviews with groups  of employees.
All the data so gathered ids then written up by the assessment team and is shared within the tea,. Individual members of the team mark the company against the EFQM model and they then meet to compare their marks and to arrive at a consensus score. The consensus score is the on that is used in the final analysis. At the same time the assessment team looks for areas where the company has strengths and those areas where there is room for improvement. 

Following the evaluation the results are presented the Executive team, who have the responsibility for coming up with a plan of action which should lead to better business performance. The Executive team owns these actins, although the EFQM assessors may be called on to assist and monitor progress. Finally, the results of the assessment area fed down to the employees.

As stted before, by using models such as those produced by the EFQM, not only does the company measure itself against a set of criteria,  but it can also benchmark itself against other companies within the industry in which it operates. Different companies may be used to benchmark in different areas, such as manufacturing, sales or distribution, so that the best in any given area is always used in the benchmark exercise. It is important to look beyond one’s own industry and also to benchmark against the competition. 


Figure 3.19 illustrates the time lag that exists between quality or process management and actual improvement in quality (Tsuda and Tribus, 1991). Therefore some time t4 will elapse between the start of quality management and its effects becoming evident. More important, if quality management activities are decreased at later date there may at first be no outward sign, and quality may go on increasing, until later, when quality begins to deteriorate rapidly. 

3.3 Organizational change
Engineers and technologists create change. Their profession requires them to explore new methods and techniques, driving the frontiers of technology and science. This result in change in every facet of our private and working lives.

Very few engineers appreciate that , in the same way, they need to drive change when they become managers.

 
An organization must continually change to survive; one can move forwards or back wards, but no company can hope to mark time and remain where it is for very long (Chapman, 1993; Warren, 1992) Change should therefore be seen as an opportunity for growth and development , although it is often looked on as a threat both to the corporate organization and to individuals with it.

3.4.1 The need for organizational change
There are many pressures on organizations to change, as illustrated in Figure 3.20. Some of these are internal and some are generated by external factor, Internal Pressures Include:

· New investments in plant or produced, requiring a new organization or different  skills.

· Staff developing and being promoted, creating a need for an organization change to accommodate them or to fill their previous positions.

· Career move with in ht eogranizatino, which creat opportunities for reappraisal of job functions.

· Leaver and new joiners to the organization, which again require organization adjustments. Every leaver presents presents the organization with an opportunity to assess its needs and to see if it can become more efficient by reassigning tasks. Similarly, new recruits should not be chosen simply to fill a vacancy left by a leaver; they should be chosen for the value that they can add in a changed, more effective, organization.

External Pressures on organization change include:
· Changing markets, such as new markets that the organization wishes to enter, or existing markets that it plans to withdraw from.

· Changing customer req2uremetns, including changes in the customer base.

· Changing legislation and regulatory conditions in the countries in which the organization operates.

· Economic considerations, such as the availability of capital or the level taxes, which are often driven by government activity.

Figure 3.20
The pressures for organizational change.

· Supplier changes, such as price fluctuations, new suppliers being added or existing suppliers being removed.

· Competitive pressures, causing a shift in the organization to meet the threat. This could include cost cutting within the company, changing the product base or changing markets.

· Technology changes, which ripple through into many other areas, such as changes in products, competitors, customers and suppliers.

· Takeovers and mergers between organizations, This probably has the most direct impact on change within the organization, creating the most disruption and posing the greatest thereat to employees, Usually rationalization takes place between the two organizations, resulting in widespread and rapid changes.

It is impotent that changes is accepted as being a continuous process. This change should result in significant alterations, often referred to as re-engineering the organization. Incremental small changes can b e implemented by a TQM  programme, but re-engineering is needed to get big results quickly. It also requires a radical change in the way the organization thinks. (See the case study ‘A case for reengineering’).

3.4.2 Barriers to change

Many of rth barriers which a manager faces when change is being implemented within a organization are related to personal issues (Lockhart and Young, 1990)These are;

· The inertia within the organization, caused by the norms that have been operating over several years. Norms are shared values within the organization (‘that’s the way we always do things around here’) and they prevent its employees from accepting that a different set of values, resulting from the change, may be better. It is important that all organizations have some norms, for example time-keeping or conduct at meetings. However, these need to be flexible, and employees must be aware that there may be better way of behaving (Firth, 1994)

· Employees feel threatened by the change. Managers may also feels that the change will result in loss of control over some of their staff and a reduction in their status. 

· Employees may feet that they are no longer in control of their own career p[paths. This will especially be the case if the change has been enforce without any prior consultation. All  employees need to be prepared for a change and it should not come as a surprise.

· There could be uncertainty about future roles. Employees may feel that they would no longer have a meaningful job in the new organization.

· Employees who are put into are role by the change may feel that they would not be able to cope, This may be true of those members of staff and management who have reached a plateau of growth and learning .Generally, however, this barrier can be overcome by suitable training and counseling. 
· Past experience within the organization often determines future behaviors. The change would therefore be judged against this experience and ay not be viewed in a favourable light. (See the case study ‘It did not work before’.)
3.5 Managing change


Change cannot e implemented by the ‘wild man’ technique: swinging the club to make indiscriminate changes right across the board. For example, faced with the need to cut costs, many executives issue a directive for a proportionate cut across the organization. These results in ineffective operations, which should have been shut down, continuing but becoming even less effective, while effective operations suffer and lose some of their effectiveness.

There are several rules that should be followed in implementing change within an organization (Jeans and Bishop, 1993), as scribed in the following sections.

3.5.1 Setting the vision

The first requirement for change is to set the vision of what the organization is to change to (Kaotter, 1995).This must be clearly defined and communicated to all levels within the organization. In setting the vision the Chief Executive must ensure that the team is looking forward, not backwards what worked for the company in the past may not do so in the future.


Leadership must be provided from the top l The Chief Executive must be seen to be squarely behind the proposed change. A transitional management team may be set up, consisting of senior executives from across functions, to make sure that the change is a success and fits together across the organization, but the Chief Executive eventually must accept full responsibility for it. When the change has stabilized the transitional management team should be disbanded. Generally employees accept that change will occur. They have been accustomed to it by activities such as downsizing and layoffs, and realize that there are no guarantees regarding jobs or careers. However, employees do expect consistency and predictability in such things as the process or rules applied within an organization, and the goals and vision of the company. If they can predict and influence these than they are more likely to accept the consequences of any change.


Smaller structures can usually implement change much faster than larger ones. Large organizations often have a considerable amount of momentum behind them, in the form of layers of hierarchy, numbers of processes, and longer lines for communications and decision making. If change is to be a regular process the organization needs to be smaller and swifter on its feet, a state which can be arrived at by the ‘virtual organization; concept of small autonomous organizations within larger one.


Technology has added a further dimension to the virtual organization, where an organization does not physically exist. The concept of virtual reality has gained popularity, particularly within games arcades, where the use of real-time computer simulation crates the illusion of moving around within a building, in space and so on.


Computers, with their considerably enhanced processing power combined with the transmission capability of the information superhighway have also made the concept of remote working a reality. Most companies now have a proportion of their staff who works from home: so-called telecommuters.


Technology has also added a view dimension to mobility, where people can be contacted anywhere at any time on mobile terminals and can access remote databases of information. It is now commonplace to see people working on trains, in hotels and in other remote or mobile areas, as effectively as if they were sitting at their own desks within the office.


The concept of the virtual organization is not new; salespeople have been working within it for many years. The sales force usually works from home, keeping in touch by mail, phone, computer terminals and videoconferencing, and coming into the office only occasionally. When in the office they do not possess their own desks but use one of several desks which are available for general use, a process known as hot-disking.


The advantages of the virtual organization are many, such as the saving on building and facility costs. However people within it miss the social environment created by work, and loyalty to the organization may be reduced. It also becomes difficult for managers to manage in an environment where they rarely see their staff and cannot control them closely. This calls for a high decree of test (Handy, 1995) and it becomes even more important that the vision of the organization is widely communicated and accepted by all those within this virtual organization.
3.5.2 Communicating the change

The aims and reasons for the change mist are clearly communicated throughout the organization (Martin, 1993). Communications must take the form of ‘saturation cover’. It is important to explain the change and then to explain it again and again so that everyone understands it. People need to hear the message over and over again, so that they believe in it and begin to accept it.

Change can also only be implemented successfully if it changes each individual, usually one by one (Duck m 1993). This will take a long time and require considerable resources.

Change will start to occur from the minute that it is expected, even if it has not been formally announced. Those who expect to be affected by the change must be kept continually informed, even if full details are not available. It is worse when they gave to guess the impact of the change, for example when a task force is set up to implement the change and works behind locked doors in closed sessions. People must buy into the change.

3.5.3 Project managing the change
Changes usually result in a hive of activity which needs to be coordinated to ensure that all energy is channeled into meeting common goals. An organization can be likened to an interconnected web, where change in one area affects another area, even if that area was not intended to be directly affected by the change. Project management is required to ensure that all these tasks fit together to make up the total picture.

It is also important that sufficient resoluteness are allocated to make the change happen and that these are managed. Full time resources are often required to implement changes.

Resource savings should be sought, such as by closing down old activities which no longer have a place 9in the changed environment, and moving the resources so freed onto the new activities. Progress must be measured against the original goals and vision, and corrective action taken if required.

Change should be timed to coincide with some other discontinuity in the organization, when the people who need to change feel that they have a problem original goals and vision, and corrective action taken if required.


Change should be timed to coincide with some other discontinuity in the organization, when the people who need to change feel that they have a problem that needs resolving, even though this problem may be different from the one the change is addressing (Kotter, 1995).


Customers and suppliers must be managed carefully during the change so that they also see the benefit the change will bring to them. Managing change, however, needs a different model from managing other operational issues within a business (Duck, 1993).


All change must be results oriented, not activity oriented (Schaffer and Thomson, 1992). One can have a considerable amount of activity, such as TQM or continuous improvement, but these will not result in effective change unless the results that are expected from the change are clearly defined and aimed for.


Many organizations send a considerable amount of time and money in training all their employees’ quality procedures, but find that they receive very little benefit because they have omitted to define what the end result is to be.

3.5.4 Flexible policies
It is important to encourage feedback and comment from all employees, customers and suppliers on the change. It is equally important that the polices are flexible enough so that they can be modified or changed if good suggestions are received. Staff empowerment should be implemented and be seen to work. Employees should be given the information to enable them to make sensible decisions and recommendations. Good suggestions and effective participation in the change process should be rewarded.


For effective change to occur employees need to accept the company vision, so changing their attitude. Most people in organizations have been through many changes and can be cynical if a change is being ‘sold’ to them as being the best thing since sliced bread. It is wrong to try to get them excited about the change and then expect their attitudes to change.


It is better to start with the attitude change; excitement will then follow. Employees will believe in change when they see the benefits for themselves. Not when they are told of the benefits.

3.5.5 Putting people first

In any change, as discussed in the last section, people problems represent the biggest obstacle. All employees must be treated as individuals and not as groups. It is important to be sensitive to the effect of change on an individual’s security and status. Changes may be made in what people have been doing and the way in which they have being do it.

Uncertainty and insecurity are the biggest barriers to change, especially where values need to be altered. Extensive counseling and training may be needed to help individuals over the change. The display of emotions, usually suppressed within the work environment, should be allowed for and encouraged, since these normally help the change process.

