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			Preface

			The concept of the “survival of the fittest” proposed by Charles Darwin is the real mantra of success in business. Survival and growth are the two major objectives of any organization, and every organization is compelled to establish a perfect balance between both.

			One cannot survive and grow in isolation. It has to change to be able to sustain itself, and no business organization is an exception to this principle. Introducing change in the organization is not a simple task; for an effective introduction of change, understanding of certain concepts and skills is essential.

			Certain questions commonly asked by business organizations are:

			•Is change management necessary?

			•Whether we did what we had to do to survive, sustain, or grow?

			•Is change acceptable in my organization?

			•Were our past business practices faulty?

			The management seems to be spending more time worrying about these questions and how people in the organization feel about change, instead of working on how to implement a change. At present, all business organizations are going through the phase of transformation and learning. This requires all managers to be more informed and also to be experts in understanding the following points about management of change.

			•Managing change is not about “soft” skills. It is about developing specific management competencies around effective change leadership. These new management competencies are essential in today›s workplace.

			

			•Management of change is necessary to manage business risks during the change process, including avoiding the loss of valued employees, minimizing productivity drops, avoiding negative impacts on the customers, and enabling the change to be implemented on schedule and budget.

			•Managing change benefits employees by keeping them involved and informed throughout the change process. This enables the employees to make informed choices about how they will make a transition through the change rather than react based on fear.

			•Management of change provides the tools to proactively manage resistance to change and to deal decisively with resistance to change that is persistent and threatening to the organization. Without these tools, changes can become mired in workplace politics and ultimately fail.

			The workplace is far more different today than it was 10 years ago. Now, change is the norm. Employees view their careers and role in the company with a new paradigm. In response, employers or top management must also adapt and develop change management skills to build the organization as a learning organization.

			Nowadays, management scholars and professionals tend to study the management of change in their management curriculum. At present, no comprehensive book on this topic is available to them. The unavailability of the sequential subject matter on managing change renders them less competent in mastering this strategic area. Therefore, this book, which comprises 11 chapters and 20 case studies, focuses specifically on this area. This book covers all the relevant information and text related to the effective management of an organization through the management of change.

			The book is dedicated to this understanding that the ultimate objective of management of change is to make an organization a “learning organization” to survive and sustain its growth.

			I am confident about the usefulness of this book for management faculties, scholars, and professionals in understanding the concept and practices of change in a business organization striving for excellence.
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			Chapter

			1	The Domain of Change

			1.1	Introduction 

			In common parlance, the word ‘business’ means to keep a man busy in some work. Generally, a man may remain busy either for earning money or for providing some services free of cost as they are included in social services, and if they are for money-making, they are included in business and commerce.

			Literally, ‘business’ means what keeps one basify or occupied. But every engagement or occupation will not constitute ‘business’; only those human activities directed towards earning money or creating profit would come within the purview of the term ‘business.’ Activity, in order to become a business, should satisfy the following conditions.

			1.	It should be regular.

			2.	It should result in a sale.

			3.	It should aim at profit

			4.	It should contain some element of risk.

			Previously, the sole objective of business was profit maximization at any cost. The business was regarded as an end in itself. But now the concept of business has been changed. It does not live in a vacuum. Business is not an end but a valuable means to achieve an end, namely, human welfare and the public good.

			

			Business means the field of trade, commerce and industry and a network of ancillary services that help and interpenetrate the world of business as a whole. In short, business is a combination of the different factors of production (land, labor, capital, materials, enterprise, organization, and management), which are to be utilized effectively for profit through service.

			1.1.1	Definitions

			Some comprehensive definitions of business are as follows:

			•	“An institution organized and operated to provide goods and services to the society under the incentive of private gain.”

			•	“Business may be defined as an activity in which different persons exchange something of value, whether goods or services, for mutual gain or profit.”

			1.2	Organization: The key area for change

			The organization is a mechanism or a basic framework enabling persons to work together effectively and achieve the set goals through integrated group efforts. The word ‘organization’ has been derived from the word ‘organ,’ which means various limbs. If anyone of the limbs stops functioning properly, then some defects develop in the human body. Similarly, no business activity can be undertaken without the five factors of production, namely, land, labor, capital, enterprise, and organization. The four factors may prove ineffective in the absence of the fifth- the organization. The meaning of an organization lies in its functions. The function of an organization is to arrange, guide, coordinate, and direct the activities of other factors of production to accomplish the objective of the enterprise.

			1.2.1	Organizational structure

			The organization is a structural framework for carrying out the functions of planning, decision making, control, communication, motivation, and so on. People or human resource is the most important element of any organization. These individuals are specialized in their field and unique in themselves. Thus, this diversity of skills tends to form various groups, which, in turn, comprise the whole organization. Each group in itself needs to be bound by formalized work division amongst members, coordination of their activities, well-defined rules and procedures governing their working relationships and communication modes.

			Drawing an analogy with the human body, the structure represents the anatomy while the processes represent the physiology of an organization. The various groups formed are responsible for certain sub-objectives of the organization. Each group in itself needs to be bound by formalized work division amongst members, coordination of their activities, well-defined rules and procedures governing their working relationships and communication modes.

			Drawing an analogy with the human body, the structure represents the anatomy while the processes represent the physiology of an organization. The structural aspects include job design, work levels, authority relationships, and work methods. The processes include the nature of information flow and communication in the organization, control, and coordination functions. The behavioral aspects of an organization, which are related to the skin of human behavior, include factors such as motivation, leadership, job satisfaction, and so on.

			Thus structure provides and organization’s capabilities to perform all tasks which are essential for an organization to sustain itself. It provides the organization with a mechanism to generate a large variety of responses required to meet the challenges posed by the environment.

			[image: Image result for organizational structure]

			Fig 1.1: Organizational Structure

			Source: https://blog.hubspot.com/hs-fs/hub/53/file-2160255986-jpg/offers/org-charts-geography-blog.jpg?width=669&name=org-charts-geography-blog.jpg

			An organizational structure defines how job tasks are formally divided, grouped, and coordinated. The common organizational designs, which are found in organizations, are shown below.

			The simple structure

			It as a low degree of departmentalization, a wide span of control, authority centralized in a single person, and little formalization. The simple structure is a ‘flat’ organization; it usually has only two or three vertical levels, a loose body of employees, and one individual in whom the decision-making authority is centralized. The strength of a simple structure lies in its simplicity.

			Line and Staff Organization

			This is a formal type of organization. Line authority is defined as the right of a supervisor or requires certain kinds of performance from subordinates. In contrast, staff authority has the right or advice, but not to give orders.

			The Bureaucracy

			The bureaucracy is characterized by highly routine operating tasks achieved through specialization, very formalized rules and regulations, and tasks are grouped into functional departments, centralized authority, narrow spans of control, and decision-making that follows the chain of command. The primary strength of the bureaucracy lies in its ability to perform standardized activities in a highly efficient manner.

			Matrix structure

			The matrix combines two forms of departmentalization; functional and product. The strength of functional departmentalization lies in putting like specialists together, which minimizes the umber necessary, while it allows the pooling and sharing of specialized resources across the product. Thus, a matrix structure has a dual chain of command.

			The Virtual Structure

			It is highly centralized with little or no departmentalization. A virtual structure is highly flexible. This organization stands in sharp contrast to the typical bureaucracy that has many vertical levels of management and where control is sought through ownership. The core of this organization is a small group of executives.

			The Functional Structure

			It is the basic building block of an organization. It is the module from which other forms are built. Here, activities are grouped by a common function. It is commonly described as ‘organizing work into related bundles of skills.’ Each functional unit has a dissimilar set of duties and responsibilities.

			These are some of the common applied organizational structures to understand and incorporate the mechanism of change.

			1.3	Forms of Business Organization

			We are now clear with the terms ‘business’ and ‘organization.’ As far as the term ‘form’ is concerned, it refers to the structure of any business enterprise from the standpoint of (i) ownership, (ii) size, and (iii) law. The form defines the ownership of the organization, its size (small, medium, or big), and the scope of its authority and limitations under the law.

			In the present day, the business organization has been accepted as a profession because of the complexities of modern business. So more and more qualified and trained people are needed to solve the complexities of business. Business can be run on different setups of the organization. For instance, it can be run by a single person with limited capital and resources. It can be run jointly by two or more persons who will contribute a larger capital and larger resources. It can also be carried on a cooperative basis, where helping each other is the basic norm. All the above organizations are different from one another. This distinction may be visible in the ownership, management technique, control of the set-up, or the total earnings, and its sharing.

			A business organization is an institutional arrangement to carry on any business activity. The following forms of business organizations carry on modern business.

			[image: https://www.economicsdiscussion.net/wp-content/uploads/2016/12/clip_image002-28.jpg]

			Fig 1.2: Types of Business Organization

			Source: https://www.economicsdiscussion.net/wp-content/uploads/2016/12/clip_image002-28.jpg

			1.3.1	Private Sector Business Organizations

			Sole Traders or Individual Proprietorship

			In a sole proprietary business, also known as ‘one-man business,’ one person is solely responsible for providing the capital, for bearing the risk of the undertaking, and for the management of the business.

			Partnership

			This is an association of two or more persons to carry on as co-owners of a business and to share its profit and losses.

			Corporation

			A corporation is a form of business enterprise that is owned by a large number of shareholders. The corporation has the legal status of a fictional individual and is authorized by law to act as a single person. 

			

			1.3.2	Public Sector Business Organizations

			The government owns public sector organizations. They provide goods and services for the benefit of the community.

			The government runs them. They operate with money raised from taxes.

			Not-for-profit (NFP) organizations can be established as incorporated or unincorporated bodies. The common business forms include the following:

			•	in the public sector, they may be departments or agents of the government

			•	some public sector bodies are established as private companies limited by guarantee, including the Financial Services Authority (the UK financial services regulator)

			•	in the private sector, they may be established as cooperatives, industrial or provident societies (a specific type of mutual organization, owned by its members), by trust, as limited companies, or simply as clubs or associations.

			
				
					
						[image: ]
					

				

			

			Fig 1.3: NFP organizations

			Source: https://kfknowledgebank.kaplan.co.uk/images/default-source/default-album/P5_Ch09_040.gif

			

			1.4	Organization and Environment

			The environment of a business has a great impact on the functioning of the firm. It offers opportunities and threats, along with limitations and pressures, influencing the structure and functioning of the business. In order to understand the relationship between an organization and its environment, we will look at the interactions between them in some primary areas.

			1.4.1	The Relationship between an Organization and its Environment

			Exchanging Information

			An organization and its environment exchange information between themselves. Organizations need information about the external environment for planning, decision-making, and control purposes. Hence, they analyze the environment’s variables, along with studying their behavior and changes.

			Further, the information generated by this analysis helps the organization handle the problems of uncertainty and complexity of the business environment. Therefore, firms try to gather information about market conditions, economic activity, technological developments, demographic factors, socio-political changes, competition activities, etc.

			Also, the organization transmits information to external agencies. It does so, either voluntarily or inadvertently. Therefore, the exchange of information is an important interaction between an organization and its environment, forming the basis of their relationship.

			Exchanging Resources

			Apart from exchanging information, an organization and its environment also exchange resources. A firm needs inputs like finance, manpower, equipment, etc. from its environment. Typically, the resources required by an organization are categorized into 5 M’s:

			1.	Men or Manpower

			2.	Money

			3.	Method

			4.	Machine

			5.	Material

			An organization uses these inputs to produce goods or services or both. The acquisition of these inputs usually requires an interaction between the firm and the markets. This interaction can be in the form of competition or collaboration. Nevertheless, the purpose is to ensure a constant supply of inputs.

			On the other hand, the organization depends on its environment for the sale of its goods and services. This process also requires interaction between the firm and its environment. Further, the firm must

			Perceive the needs of the environment and develop products or services to meet those needs.

			•	Satisfy the demands and expectations of the clientele groups. These groups are:

			•	Consumers

			•	Employees

			•	Shareholders

			•	Creditors

			•	Suppliers

			•	Local Community

			•	The general public, etc.

			

			Exchanging Influence and Power

			The third important interaction between an organization and its environment is the exchange of influence and power. By now, we understand that the external environment holds considerable power over a firm due to the following reasons:

			•	The business environment is inclusive

			•	It has a command over the resources, information, etc. which the firm requires

			•	It offers opportunities for growth on the one hand and threats and constraints on the other

			Hence, the environment can impose its will on the organization. On the other hand, there are times and scenarios when an organization holds a position wherein it can wield considerable power and influence over some aspects of the external environment. This usually happens when the firm has command over resources and information.

			An organization with a higher degree of power over its environment has more autonomy and freedom of action. Also, the firm can dictate terms to its environment and mold them to its will.

			[image: organization and its environment]

			Fig 1.4: The Relationship between organization and environment

			Source: https://d1whtlypfis84e.cloudfront.net/guides/wp-content/uploads/2018/09/13084513/RBOAE1-300x228.png

			

			1.4.2	An Organization’s Response to its Environment

			For the survival and growth of a business, the analysis of its environment (both internal and external) is essential. How the business responds to changes in the environment will dictate its performance.

			Strategic Response to the Environment

			The business environment consists of the business organization itself and a lot of other internal and external factors. These factors are completely integrated with the organization.

			And the business environment is very dynamic and multi-faceted as well. As a result, it is very difficult to predict the changes that happen in the business environment.

			How companies respond to a particular situation will determine their fate in the long run. Ideally, companies should capitalize on the opportunities and eliminate or minimize the threats and risks. Let us look at the three approaches a company may take to respond to its business environment.

			Least Resistance

			This is a passive approach that some businesses maintain. The aim here is the survival of the business. So they simply react to the changes and cope with their new situations in order to survive, not thrive.

			So these businesses do not predict or analyze their environment. They only react to the changes in their external environment to maintain their goals. There is no ambition to turn opportunities into benefits and grow the business. This is the path of least resistance.

			

			Proceeding with Caution

			At a slightly higher level, organizations do more than simply react. They take the efforts to study and analyze their environment. They take an active interest in finding smart ways to adapt to the ever-changing external environment.

			So these companies will analyze the impact of the expected changes in their business goals and targets. They will then accordingly plan a strategic response wherein they will take both corrective and adaptive steps.

			This is a far more sophisticated strategy than that of least resistance where we wait for the changes to occur. The said strategic response will allow the firm to move ahead with stability and strength.

			So it is more than mere survival; this strategy also promotes the growth of the firm. It aims to mitigate the threats and seize the opportunities.

			Dynamic Response

			These organizations operate at a higher level. They are leading organizations in their industries or the market. So for such firms, the external factors are somewhat manageable or controllable, i.e., they have some minimal control even over their external environment.

			Such companies have very powerful and dynamic analysis and feedback framework. They can see the major changes coming from a mile. So they do not wait for the changes to occur; they find ways to control and alter the environment to a favorable environment (for their purpose).

			1.5	Dimensions of Environment

			An organization’s environment is composed of institutions or forces outside the organization that potentially affect the organization’s performance. These typically include suppliers, customers, competitors, government regulatory agencies, public pressure, and the like.

			Why should an organization’s structure be affected by its environment? Because of environmental uncertainty. Some organizations face relatively static environments; few forces in their environment are changing. There are, for example, no new competitors, no new technology by current competitors, or little activity by public pressure groups to influence the organization. Other organizations face very dynamic environments, rapidly changing government regulations affecting their business, new competitors, difficulties in acquiring raw materials, continually changing product preferences by customers, and so on. Static environments create significantly less uncertainty for managers than do dynamic ones. And because uncertainty is a threat to an organization’s effectiveness, management will try to minimize it. One way to reduce environmental uncertainty is through adjustments in the organization’s structure.

			Recent research has helped clarify what is meant by environmental uncertainty. It has been found that there are three key dimensions to any organization’s environmental: capacity, volatility, and complexity.

			The capacity of an environment refers to the degree to which it can support growth. Rich and growing environments generate excess resources, which can buffer the organization in times of relative scarcity. Abundant capacity, for example, leaves room for an organization to make mistakes, while scarce capacity does not. In 2004, firms operating in the multimedia software business had relatively abundant environments, whereas those in the full-service brokerage business faced relative scarcity.

			The degree of instability in an environment is captured in the volatility dimension. When there is a high degree of unpredictable change, the environment is dynamic. This makes it difficult for management to predict accurately the probabilities associated with various decision alternatives. At the other extreme is a stable environment. The acceleration in Eastern Europe and the demise of the Cold War had dramatic effects on the US defense industry in the 1990s. This moved the environment of major defense contractors like Lockheed Martin, General Dynamics, and Northrop Grumman from relatively stable to dynamic.

			Finally, the environment needs to be assessed in terms of complexity, that is, the degree of heterogeneity and concentration among environmental elements. Simple environments are homogeneous and concentrated. This might describe the tobacco industry since there are relatively few players. It is easy for firms in this industry to keep a close eye on the competition. In contrast, environments characterized by heterogeneity and dispersion are called complex. This is essentially the current environment for firms competing in the Internet connection business. Every day there seems to be another new kid on the block with whom current Internet access providers have to deal.

			Organizations that operate in environments characterized as scarce, dynamic, and complex face the greatest degree of uncertainty. Why? Because they have little room for error, high unpredictability, and a diverse set of elements in the environment to monitor constantly.

			Given this three dimensional definition of the environment, we can offer some general conclusions. There is evidence that relates to the degree of environmental uncertainty to different structural arrangements. Specifically, the more scarce, dynamic, and complex the environment, the more organic a structure should be. The more abundant, stable, and simple the environment, the more the mechanistic structure will be preferred.

			Special organizational arrangements need to be made for fostering and utilizing entrepreneurship at times. Frequently, entrepreneurship is thought to apply to manage a small business. Still, the concept can also be applied to large organizations and to managers carrying out entrepreneurial roles through which they initiate changes to take advantage of opportunities.

			1.6	CASE STUDY: A CONTAINER LEASING COMPANY

			1.6.1	History

			A major company in the container leasing arena needed to succeed in this extremely complex global industry, with narrow margins in a highly competitive environment. The company decided on a comprehensive initiative to upgrade its management practices, develop its organizational infrastructure to better support its business goals, and move to a more mature phase of development.
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