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CHAPTER ONE

ORIENTATION TO THE STUDY

1.1 INTRODUCTION

“South Africa is a country in transition, our workplaces are in transition, and to a
large extent all the social identity groups are out of their comfort zones and are trying
to re-establish their own identities relative to all the other social identities in the new
South Africa” (Booysen, 2005:32). The expansion of markets, which has been
brought about by the introduction of a democratic government in 1994, has led to
drastic changes in the way companies do business. Technological advances coupled

with globalisation and new labour laws have had a tremendous influence on business.

The changes in the way of conducting business in particular and the country in
general have left some leaders confused and unable to cope with this change. Some
organisations change because of obstacles experienced in the course of running
business without having put proper plans in place. Some companies change strategies
too often without reaping rewards from any single strategy. Higgins (2005:3) argues
that, “...with significant changes occurring so frequently in the business environment,
strategies are changed more often now than they have been in the past, and thus the

alignment process has become an even greater challenge.”

A change strategy aligned to corporate strategy can lead to the achievement of
strategic goals set by the company. The purpose of this research is to examine

whether South African leaders are able to develop change management capabilities



that are in line with corporate strategy in order to carry the company to higher levels

as required by the new market forces in the new South Africa.

This part of the research will cover background/rationale to the study as summarised
above. That will include preliminary literature review, statement of the research

problem and sub-problems, research design and the research methodology.

1.2 RESEARCH CONTEXT

According to Mouton (2001) there are two worlds in which a research can take place.
They are world 1 and world 2. World 1 is comprised of studies in objects such as
human behaviour, historical events or social programmes and world 2 comprises

studies in trends in scientific literature and ideas and writings of other scholars.

This study will occur in world 1 and it is an empirical study because it will focus on
human actions such as South African leaders and organisations in a South African
context. The research will be carried out in a South African organisation that is
facing or has faced changing environmental conditions, suggesting a possible need for
strategic change. Within these changing environmental conditions there should be
differences in organisational attributes and local environmental conditions which the
researcher should be able to identify. There should also be controversy surrounding
the appropriateness of changing core strategies. Lastly, the researcher would be able
to observe empirically both changes in core strategies and performance implication of

that change. The change in the organisation must have taken place after 1994.



1.3 STATEMENT OF THE PROBLEM

This research project explores the extent to which South African Leaders align change
management efforts to corporate strategy in South African organisations. There
seems to be a challenge in aligning changing environmental factors to organisational
factors in order to maintain a strategic fit and subsequently organisational

performance.

As a speaker at the American Society for Training and Development Global
Conference held in Cape Town on February 2005 Nkomo? (2005:11) argues that “the
push of fast changing global forces resulting from the end of a protected competitive
environment; and the need to transform from white dominated management to a
profile representative of the demographics of South African society. The values,
cultural identity and life experiences of South African leaders will influence how they

lead change” are forces driving change in South African organisations.

Nkomo (2005b) further argues that challenges facing South Africa Leadership include
retiring “old” thinking systems and business practises rooted in an apartheid context,
while also creating new ones against the reality of high specd globalisation,

informationalism and networking.

1.3.1 Statement of sub-problems

In light of the main problem one would have to study whether South African leaders
examine closely the necessity to change the organisational strategy to fit changing

environmental conditions or change for the sake of it. Secondly the impact of this
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change will have to be benchmarked against performance of the organisation to really

establish whether the change has brought about good organisational performance.

1.4 IMPORTANCE OF THE STUDY AND POTENTIAL BENEFITS

The research problem is important because it may change the way South African
leaders approach change in their respective organisations. This research will help
South African leaders to predict which, when, in what direction, and how much
organisations should change their strategies. Leaders will be able to predict the
consequences of the change they are intending to engage (Zajac, Kraatz & Bresser,
2000). This research will help managers to recognise the tension that exists between
the organisation and the changing environmental conditions and be able to determine

whether any proposed change will result in a dynamic strategy fit or misfit.

1.5 OBJECTIVES AND PURPOSE OF THE RESEARCH

South Africa as a country is undergoing transformation from an era of apartheid
towards a non-racial nation. South African organisations as well as South African
leaders are not immune to this transformation as the transformation of the bigger
environment affects and changes the way leaders in organisations do business. “We
have travelled so far on our jourmey of transformation that we are another nation,
however we still have so much leaming and unleamning to do that the journey has just

begun” (Booysen, 2005).

The purpose of this study is to establish whether change that South African leaders

carry out in organisations is aligned to strategy. Put simply one can say that, the
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purpose of this study is to assess the degree to which the tension between
organisational and environmental factors necessitates change and whether the actual
change that takes place leads to a dynamic strategic fit or misfit and the nature of the

subsequent organisational performance.

The case study written by Mangaliso and Nkomo (2001) about Eskom reflects most of
the components of the purpose of the study and it has been found appropriate to use
Eskom as an organisation in which this research has been camed out. The
preliminary analysis will be done under the model section. The researcher has
proceeded to verify some of the CEQ’s claims through relevant questionnaires and

sampling.

1.6 DELIMITATION OF THE STUDY

This study has been carried in one South African organisation of which the leaders are
South African and to be specific Eskom has been found to be an appropriate
company. The environmental and organisational factors mentioned in the purpose of
the study are those relevant to Eskom. This study has been limited to a month

because of time constraints.

1.7 LIMITATIONS

The limitations of the study was access to all relevant information and the
unavailability of all targeted executive management interviews and return of
questionnaires within relevant time limits. The researcher acted proactively by

approaching the company well in advance and followed up to solicit a response by
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numerous telephone calls and e-mails. The researcher also had to rely on staff for the
circulation of questionnaires because senior managers delegated the duty to some staff
members to circulate to their colleagues. Due to tight work schedules as some

indicated, staff were not prepared to send more that ten questionnaires each.

1.8 RESEARCH PHENOMENON AND QUESTIONS

The phenomenon under investigation in this research is the alignment of change to
strategy. Pamel (2003) has utilised the work of Andrews (1971); Hofer and Schendel
(1979) to emphasise that, most widely shared and enduring assumptions in the
strategy formulation literature is that the appropriateness of a firm’s strategy can be
defined in terms of its fit, match, or congruence with the environmental or

organisational contingencies facing the firm.

In order to understand this phenomenon one has to undersiand and recognise the
tension that exists between organisational and environmental factors that
consequently informs change in an organisation and the impact of the change thereof.
This impact will be understood better if it is categorically explained and analysed in

terms of the following propositions.

1.8.1 Research propositions

In order to be able to analyse the problems above the researcher formulated the
following propositions:
Proposition 1: Change in strategy of an organisation is associated with change in the

environment of the organisation in order to maintain fit. “Within a given population
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of organisations the likely existence of significant cross-sectional and longitudinal
differences in organisational resources and environmental conditions will create very
different situations for firms attempting to maintain strategic fit over time” (Zajac et
al, 2000:430). The change that a company undertakes may result in a strategic fit or
misfit. The researcher has anatysed whether the change in an organisation has taken
place as a result of the differences between organisational resources and
environmental conditions in an effort to maintain fit. The analysis is based on the

company’s primary and secondary data.

Proposition 2: The match between desirability of strategic change and actual
strategic change relative to magnitude, timing and direction of change is expected to
be positively associated with dynamic strategic fit. Through the interaction between
the environment and the organisation a desirability for strategic change may occur.
Once this occurs, it is normally followed by the actual strategic change. The actual
strategic change should reflect a desired strategic change in order to achieve fit. An
organisation should look at all its processes and establish if each process is aligned
with the environmental demands or whether strategic change is needed to establish a
dynamic strategic fit. Not all change in the environment necessitates change in the
organisation (Zajac et al, 2000). The researcher has to examine the extent of the
achievement of dynamic strategic fit, or whether the company undergone insufficient
strategic change that led to a dynamic misfit. The researcher has also established
whether the change was excessive thereby leading to a dynamic misfit and lastly
whether the company faced no need to change, beneficial inertia, and did not change

and thereby achieved a dynamic fit.
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Proposition 3: The match between desirability of strategic change and actual
strategic change relative to magnitude, timing and direction of change is expected to
be positively associated beneficial strategic performance. Zajac et al (2000) reflects
on the work of Selznick (1957) whereby a waming is issued against adapting too
readily to environmental changes as that may negatively affect organisational
performance and damage organisational competencies. Historical competencies and
commitments to customers can be lost and that can prove costly to the company as its
reputation could be lost. The researcher will analyse the strategic performance of the
company by assessing whether the company has met all its set goals coupled with

positive financial statements.

The questions below have helped to clarify this phenomenon:
- Do South African leaders align change management efforts to strategy?
- Is there a correlation between strategic fit and organisational performance?
- Do changing environmental factors versus organisational circumstances
necessitate change?
This research phenomenon and questions has been proven through choosing a good
and relevant sample and use of data collection methods which have been discussed

briefly below.

1,9 SAMPLING DESIGN

1.9.1 Overview of a sampling design

“The basic idea of sampling is that by selecting some of the ¢lements in a population,

we may draw conclusions about the entire population” (Cooper & Schindler,
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2003:179). In this study a sample has been selected as opposed to a census, which
implies a count of all elements in a population as suggested by Cooper and Schindler
(2003). An element of the population or unit of study for the purpose of our study is
employees and leaders of a company. According to Cooper and Schindler (2003), a
sample is good if it represents the characteristics of the population it purports to

represent.

Advantages of sampling: According to Cooper and Schindler (2003} it is better to
choose a sample over a census because of its lower costs, greater accuracy of results,

greater speed of data collection, and availability of population elements.

Types of sampling: According to Cooper and Schindler (2003), there are two types
of samples which are probability and non probability sampling. In probability
sampling each element has a known zero chance of being selected while in non-
probability sampling is subjective and is the opposite of probability sampling in that
each element does not have a known zero chance of being selected. Stratified

Probability sampling has been chosen for the purpose of this study.

In order for one to understand both probability and non-probability sampling one has

to understand the different designs which one can choose from as follows:

Probability sampling has six types, namely; simply random, complex random,
systematic, cluster, stratified and double sample. Non-probability sample has four

types namely: convenience, purposive, judgement quota and snowball sampling,
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Steps in sampling: Cooper and Schindler (2003) propose six steps that should be
followed in order to have proper sampling design, namely:

e The definition of the relevant population

¢ The definition of parameters of interest

e The definition of sampling frame

e Type of sample

¢ Size of the sample

* Cost of the sample
While the development of a good sample is good it is also equally good to choose the
correct method of collecting data in order to ensure a good answer to the research

questions and phenomenon.

1.10 DATA COLLECTION

According to Cooper and Schindler (2003) there are three main primary sources of
data namely, primary sources, secondary sources and tertiary sources.

Primary sources are regarded as original works that have not been interpreted or any
official pronouncements representing a position and are always the most authontative.
Secondary sources refer to the interpretation of primary data and most references fall
into this category.

Tertiary sources may be regarded as and interpretation of secondary data and can be
represented by bibliographies, indexes and any other finding aids including internet

SOUrces.

Information can be pathered through observation, experiments and survey methods.

Survey methods include personal interviews, telephone, mail, computer and a
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combination of these. These can be administered in a forrn of questionnaires.
Information has been gathered telephone and personal interviews; questionnaires that

have been administered electronically, through e-mail and fax.

1.11 DEFINITION OF KEY TERMS

Corporate strategy: “Concerns how a diversified company intends to establish
business positions in different industries and the actions and approaches employed to
improve the performance of the group of businesses the company has diversified into”
(Thompson & Strickland, 2003:50). According to Burgelman and Grove (1996:15)
“Corporate strategy reflects top management’s beliefs about the basis of success of
the firm.” This brings across a slightly different view from the above because not
only diversified companies possess corporate strategy. The basis of success of the
company can be within the same industry and with a single product.

Change management: According to Bateman and Snell (2002) effective change
management occurs when a company moves from its current status to the future
without much cost to the company.

Alignment: According to the Oxford Advanced Leamer’s dictionary (1991),
alignment means putting items in a correct position in relation to each other. In this
writing, an assessment of the position in which change management and corporate
strategy stand in relation to each other. Alignment can also be better understood as the
fit or congruence that exit between environmental and organisational factors,
however, this congruency Proposition should be understood in terms of the

company’s sufficient condition to survive (Tosi & Slocum, 1984).
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1.12 CONTRIBUTION OF THE STUDY TO THE EXISTING BODY OF

KNOWLEDGE

“Despite the concept’s historical centrality and intuitive appeal, one finds relatively
linle atiention to strategic fit in the most recent strategy literature” (Zajac, et al:
2000:429). Some researchers prefer 1o do research on behavioural barriers to strategic
change, instead of having to deal with the challenges of a research on strategic fit
(Zajac, et al: 2000). Having considered the above statements, this research will add
value especially in the South African context. South Africa is a country undergoing
transformation and therefore it is very important that ongoing research is performed in
order to keep abreast with the magnitude and speed with which change takes place.
Literature on alignment of change to corporate strategy in South African organisations

and also South African authors is very limited.

1.13 OUTLINE OF THE RESEARCH REPORT

This report is in chapter format. Chapter one is onientation 10 the study. Chapter two
of this report is cofposed of the literature review on strategy. Chapter three entails
literature review on change management; chapter four encompasses the discussion
Alignment of strategy to change of an organisation. Chapter five focuses application of
model of strategic fit to Eskom on research methodology. Chapter six focuses on
research design. Chapter seven focuses on research results excluding the researcher’s
interpretation. Chapter eight has its focus on the discussion of research resuits,
conélusions and recommendations. The last section of this report will include references
and appendices. As outlined above the following part of the report will entail

literature review.
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CHAPTER 2

REVIEW OF THEORY ON STRATEGY

2.1 INTRODUCTION

In order to comprehend the context of this writing it is crucial that relevant concepts
are explained as a first step. This chapter comprises a theory review relating to
strategy. The types of strategy, formulation, implementation and control of strategy

forms the gist of this chapter.

2.2 REVIEW OF THEORY ON STRATEGY

Each company should have a strategy from which the cofporate strategy is derived or
the company will loose focus easily. Thompson and Strickland (2003) refer to the
five tasks of strategic management. These five tasks include the first task of the
development of vision and mission which sometimes shades into the second task
setting of objectives as they are all concemned with setting direction. The third task is
crealing the strategy to achieve the set objectives and that leads to a fourth task of
implementing and executing the strategy. The last and fifth task is evaluating
performance, monitoring new developments, and initiating corrective adjustments.
The five asks are discussed in depth below. These five tasks will serve as a guide for
coherent structure of the disciission. Some relevant arguments from other writers will

be incoiporated in this section.
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2.2.1 Vision

Thompson and Strickland (2003) define a vision as providing a panoramic view of the
future of the company. “A strategic vision points a company to a particular direction
and charts a strategic path for it to follow” (Thompson & Strickland, 2003:7).
Therefore, a vision helps to set direction and is a continuous motivator for the
management of a company. It is important fof a vision to be put in all places where it
¢an be seen by many so as to enable management and staff not to loose focus and to
reinforce the vision in the minds of staff. Batemen and Snell (2002) find a
relationship between a vision and a strategic intent by stating that, the vision
statement clarifies the long-term direction of the company and its strategic intent. On
the other hand, Thompson and Strickland (2003) associate the strategic intent with the

strategic objectives. The association will be discussed under strategic objectives.

2.2.2 Mission

A mission is about here and now. Although the vision is about the future, thére
cannot be a future without the present. A mission helps to spell ot the identity of the
company and what the company does or produces. Put simply a mission is an

organisation’s basic purpose and scope of operations (Batemen & Snell, 2003).
2.2.3 Strategic objectives
After the vision and mission are in place the company needs to set out objectives.

“The purpose of setting objéctives is to convert managerial statements such as

strategic vision and business mission into specific performance targets” (Thompson &
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Strickland, 2003:9). Managers cannot be able to set performance targets for
employees in a vacuum. The performance targets of employees should be crafted
from the organisational objectives. An organisation should form both financial
objectives and strategic objectives. Trade offs between the two can be made
depending on the demands of the industry. Thompson and Strickland (2003) and
Batemen and Snell (2002) differ in their interpretation of the strategic intent as
mentioned in theé vision section above. Thompson and Strickland (2003) relate a
strategic intent to a “big, haify audacious goal, of BHAG.” This reflects an
ofganisation that will relentlessly pursue a strategic objective and concentrates ils
energies on achieving that goal. Bateémen and Snell (2002:119) argue that the
strategic intent is spelt out in the vision, “the vision statement ideally clarifies the long

term direction of the company and its strategic intent.”

Profit making companies exist in ordet for shareholders to eam dividends and non-
profit making organisations exist to fulfil their mandate and stay financially viable
and therefore both financial and strategic objectives are crucial for the company to
survive. The company needs to devise means in which to achieve set goals of

objectives. This is none other than the strategy iself.

2.2.4 Strategy

“A strategy is a fundamental pattefn of present and planned objectives, resource
deployments, and interactions of an organisation with markets, competitors, and other
environmental factors” (Boyd, Walker & Larréché, 1998:29). This definition is three
fold because it encompasses objectives to be achieved, on which markets and how

resources will be allocated to meet environmental needs and competition (Boyd,
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Walketr & Larréché, 1998). Thompson and Strickland (2003:10) define a strategy as
“a reflection of managérial choices among alternatives and signals organisational
commitinent to particular products, markeéts, competitive approaches and ways of
patticular health condition associated with a vitus. With tiffie the virus changes its
nature and becoimes resistant to a certain drug. Sciéntists therefore have to add and
take off certain components of the drug. Strategists often change the strategy in order
to respond to changing market forces. As an example a company cannot confinue to
build office space while the market is contracting because of téchiology. A company

has to lifik its stiategy to the changing market needs.

Thompson and Strickland (2003:49) states that, “in diversified enterprises, strategies
are initiated in four distinct organisation levels.” These lévels are corporate, business,
company and all its businesses. Business level strategy refers to the strategy of each
separate business the enterprise has diversified into. There is also a strategy fot each
functional unit which is known as the functional strategy. Departments within
functional units have theit own operating strategies. In a singlé business théfe is no
corporate strategy. Batemen and Snell (2002) has left out the operational strategy as a

(1998). Following is a discussion of thes¢ types of strategies
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2.2.4.1 Corporate strategy

The changing market héeds may requite a company to diversify hence the corporate
sttategy conicépt. The corporate strategy concept is aboit decisions that the company
adopts which pértain to the ofganisation’s scope and fesource deployments across the
comipany’s divisions (Boyd, Walker & Larréché, 1998). According to Thompson and
Strickland (2003), these décisions are adopted by an organisation’s top management
becausé cofporate stratégy is crafied by the CEO and his exécutives and is subject to
appioval by the board. Lower level managers can only heip to influence the corporate

strategy.

Thompson and Strickland (2003), argue that, one has to také into consideration the
following important initiatives when crafting a cofporate strategy:

# In order to achieve divérsification a company should considet making moves
to establish positions in different businesses by identifying the kinds of
business and industries in which to invest.

e Once the businesses and industries in which to invesi have been identified,
initiation of actions to boost the long-term pefformance and compétitivé
positions of the identified businesses a firm has diversified into should be of
paramotinit iMporance.

e A company should pursue ways to capturé valuable ctoss business strategic
fits and turn them into competitive advantage. A company has to eéstablish
investment priorities by steefing cofporate resources into more attractive
business. In this situation cash cows should subsidise cash hogs. “A cash hog

businéss is one whose internal cash flows are inadequate to fully find its
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business is a valuable pait pf a diversified company’s business portfolio
because it penérates cash for financing new acquisitions, funding the capital
fequitefieits of cash hogs, and paying dividends” (Thompson & Strickland,
2003:343). Cash hogs are norinally in fast paced growing industries where
huge capital investiments have to be made if a business aims to be a market
leader. Cash cows are normally in slow-growth industries and profit made is

over and above the requirements of re-investment in its operations.

On the other hand Boyd, Walker and Larréché (1998) consider five components of a
corporate strategy as follows:

Scope: In this component one has to considér which businesses the company should
be in, including expansion into unrélated businesses, vertical integration, acquisition
and divestiture polices.

Goals and objectives: These will refer to overall corporate objectives aggregated
across businesses, namely, revenue growth, profitability, return on investment,
earnings per share and contributions to other stakeholders.

Allocation of resources: refers to the allocation of resources among businesses in
corporate portfolio and functions shared by businesses.

Sources of competitive advantage: refers to the examination of market opportunities
in each business and product market and strengths relative to the company’s
competitors across industries.

Sources of synergy: implies sharing of resources across businesses within the firm.
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The two arguments above are an indication of the fact that corporate strategy has the
same components regardless of the writers. Both arguments are composed of the
corporate domain or business in which the company should be; goals and objectives;
fair allocation of resources to boost the businesses; competitive advantage and sharing
of resources by businesses within the company in the form of synergies. As
mentioned above business units within the company operate within their individual
industries with unique business-level strategies hence the discussion of the business

level strategy that follows.

2.2.4.2 Business level strategy

Batemen and Snel} (2002:127) argue that, “business strategy defines the major actions
by which an organisation builds and strengthens its competitive advaniage in the
market place.” Boyd, Walker and Larréché (1998:31) explain the business level
strategy by asking questions such as, “What distinctive competencies can give the
business unit a competitive advantage? And which of those competencies best match
the needs and wants of the customers in the business’s target segment(s)?” The
corporate goals always constrain the business level strategy goals. Ghemawat
(1999:54) reflects on the work of Porter and Hall (1980) as they are the first
strategists to write about both costs and differentiation and states that, “successful
companies had to choose between competing either on basis of low cost or by
differentiating products and these strategies were referred to as “generic” strategies of
low cost and differentiation.” Companies that compete on a low cost strategy try to

be efficient and offer a standard no frills product.
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The one that prefers differentiation strategy tends to be unique in its market segment
along some dimensions valued by customers. There is also a “focus” option, which
cuts across generic strategies. “In some industries, there are no opportunities for
focus or differentiation — it’s solely a cost game — and this is true in a number of bulk
commodities. It is argued in the work of Porter and Hall (1980:18) as reflected in
Ghemawat (1999:55) that, “In other industries, cost is relatively unimportant because
of buyer and product characteristics” The success of any of the strategies depends on
the target market because profit-making companies exist to satisfy customers because
some customers will not mind paying for expensive item because of a belief of higher
risk and higher returns. A business is nothing without its functional areas hence the

formulation of functional strategies

2.2.4.3 Functional strategy

According to Batémen and Snell (2002) each functional area should formulate a
functional strategy that helps to support the organisation’s business strategy. The
functional areas in a strategy include production, human resources, marketing,
research and development, finance, and distribution. Thompson and Strickland
(2003) describes a functional strategy as a managerial game plan for a particular
activity or department within the business. How a department will achieve its
functional strategy in order to fulfil the goals of the organisation becomes the function

of the operating strategy.
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2.2.4.4 Operating strategy

According to Thompson and Strickland (2003), this is a prerogative of the front line
managers because they create strategy-critical performance targets and need to have
strategic action plans to achieve them. Operating strategies add further detail and
completeness to functional strategies and business plan in general and in that way
they provide support to higher level strategies. According to Parnell, (2003) there is

an argument of whether strategy should be a public or a private strategy.

The levels of strategy discussed above dictate that it is impossible for a company’s top
management to hide its strategy from lower level managers and staff. Hiding the
strategy from them can only lead to poor implementation of the strategy because of a
lack of reason for the implementation. One can only argue for “at least some degree
of privacy” (Parnell, 2003:16). Strategists who believe in private strategy argue that,
“4he best strategy must be one that competitors cannot understand” (Pamell, 2003:16).
However, if one is working in an environment where managers or employees move
from one company to another, it becomes impossible to hide the strategy from the
competitors. That is the basis for the continuous analysis of the company’s strengths

and weaknesses; external opportunities and threats of competitors in the market place.

2.2.5 SWOT analysis

Before any implementation of strategy one has to consider matching the company’s
strengths and weaknesses, it’s distinctive competence with opportunities and threats
that it faces in the market place. According to Ghemawat (1999) a distinctive

competence is enduring and unchanging over relatively long periods. Opportunities
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are defined as those that are more responsive to market place changes and pressures of
the environment and if they outrun the distinctive competence, companies should be
willing to gamble in trying to run away from Levitt's “Marketing Myopia.”
Marketing Myopia exists when companies focus 0o narrowly on specific products.
Companies should realise that their failure is as a result of failure of the products they
deliver to meet customer needs. Therefore, it is very important that companies should
always benchmark the organisational competences with the changing environmental
conditions, such as customer needs when crafling a strategy. One should analyse the
environment in which the company operates in particular the industry. Porter (1985)
in Ghemawat (1999) argues that there are “five forces” that form the framework of

industry analysis which are discussed below.

2.2.6 Porter’s five forces framework for industry analysis

Porter, (1985) in Ghemawat (1999) argues that in order for a company to gain
competitive advantage it should analyse the environment in which it operates, the
company’s industry in particular before implementing a strategy. Annexure C,
reflects a summarised version of the five forces. These five forces are discussed
below as follows:

e Level of nvalry among competitors

s Threat of new entrants

¢ Threat of substitutes and

s Bargaining power of buyers

¢ Bargaining power of suppliers
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2.2.6.1 Level of rivalry among competitors

The level of rivalry among competitors is influenced by industry growth,
concentration and balance of players in the industry. Once the industry becomes
concentrated competitors realise mutual interdependence and restrain nvalry. Many
small competitors in the market at the same level may try to outdo one another to gain
an advantage and disrupt the market while the presence of a dominant player may
lesson rivalry. Competitors may introduce switching costs which make it difficult for
their customers to switch over to the opposite. Also if competitors are diverse and
may even face exit barriers they are likely to compete aggressively. While the
struggle continues amongst competitors that occupy the market, the threat of new

entrants is likely to affect them.

2.2.6.2 Threat of new entrants

New entrants into the industry experience obstacles which take various forms. These
barriers exist whenever an outsider is unable to replicate the position of an existing
company. Some barriers are bigger than others depending on the industry type in
question. Old companies capitalise on the economies of scale while the new entrant
is still struggling to beat the learning curve. Brand identity is one of the major
barriers which is an advantage for early movers because it becomes difficult for new
companies to establish their name in the market. Capital requirements is also among
barriers as it becomes difficult for small new entrants to raise capital that will enable
them to penetrate the new entrants. Legal requirements become a major barrer

especially if the company is a multinational.
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2.2.6.3 Threat of substitutes

Substitutes pose a real threat to existing business considering the costs of research that
have been incurred in the original product. The price of substitutes tends to be lower
than the price of the original product and this tends to lure customers into using the
substitutes. An established brand name may help as a deterrent to customers to switch
over to the new brand. Switching costs present a problem to the original product as

the company may have to retrain, retool or redesign when a customer switches over.

2.2.6.4 Bargaining power of buyers

Buyers can determine the price of products and service. This depends on the
concentration of buyers compared to suppliers and vice versa. Differentiation and
brand identity of suppliers can help to protect them against manipulation by buyers.
Information available to buyers influence their decisions on whether to switch over on

not.

2.2.6.5 Bargaining power of suppliers

The power of suppliers is a mirror image of the power of buyers.  The lesser the
number of suppliers in an area the more power the buyers will have and vice versa.
Supplier’s power may be increased by their brand identity, differentiation of input and

volumes they supply.

Years later Porter’s five forces were criticised by Brandenburger and Nalebuff, (1996)
in Ghemawat (1999) for the non-inclusion of complimentors in the forces of

competitive advantage. The writing of Ghemawat is reflected in Brandenburger and
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Nalebuff, (1996) whereby an introduction of a value net model was made and that
highlighted the critical role of complementors. “Complimentors are defined as being
mirror image of competitors (including new entrants and substitutes as well as
existing rivals). On the demand side, they increase buyer’s willingness to pay for
products; on the supply side, they decrease the price that suppliers require for their
inputs” (Ghemawal, 1999:32). As an example doctors play a role of complimentors
because they influence success of the pharmaceutical industry by prescribing
medicine that customers buy without them being direct customers. Complimentors
can threaten to invade the competitor’s turf which may be difficult for competitors to

do.

Once the vision, mission, type of strategy, SWOT analysis, Porter’s five forces and
the value net have been dealt with one should look at linking the above approaches
into strategic planning to achieve competitive advantage. This can only be performed

by mapping the business landscapes.

2.2.7 The process of mapping the business landscape

According to Ghemawat, (1999) a business landscape refers to the industry or
environment in which the company operates. This process involves the drawing of
boundaries by identifying the types of players to be considered, forming relationships
among the players considered and finally one should consider finding ways of
adapting to or shaping those relationships among the players considered to maximise

the profitability of the business.
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2.2.8 Drawing the boundaries

One has to decide how broadly or narrowly the environment will be considered. A
strategist should consider existing and potential players, delailed subcategories as
compared to detailed categories. Players need to be consistently labelled from the
perspective of the business which motivated the analysis. It becomes very important
to consider the dimensions of scope such as horizontal, vertical and geographic

dimensions.

Horizontal scope: This scope is defined in narrow and broad categories. A narrow
category focuses on analysis and the broad one guard against being blindfolded like
the concept of marketing myopia which is explained in the SWOT analysis. As an
example one has to consider whether the business is the taxi business, narrow view or
transport business, broad view. A narrow view should always be considered if the

broader view presents problems.

Vertical scope: In this scope one should consider the number of linked stages of the
supplier [T buyer chain. If a competitive market for third party sales exists between

vertical stages or could be created the stages should be uncoupled.

Geographic scope: One has to consider looking at business opportunities in

geographic terms, namely, local, regional, national, international.
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2.2.9 Mapping key relationships

Porter emphasises rivalry and threats and does not consider co-operative relationships.
Ghemawat (1999) highlights two kinds of relationships which are categorical and
mental models.  The categorical relationship is based on high versus low power for
one’s side. The mental models emphasises the understanding of key relationships to
some depth. Both models require one to have information about the extemnal
environment in order to assess relationships on an ongoing basis to make future
relationship forecasts. Therefore one needs to add the sixth force to Porter’s five
forces, namely, availability of compliments in order to be able to assess the
environment thoroughly. This leads us to the last process in mapping the business

landscape which is, adapting to or shaping the business landscape.

2.2.10 Adapting to or shaping the business landscape

Once boundaries have been drawn and relationships formed a business should
consider adapting or shaping its environment to its own advantage. “Thinking about
who the relevant players are and how might relationships among them evolve — is
more helpful in identifying successful “shaper” strategies than injunctions to be
insightful” (Ghemawat, 1999:44). This process is a cycle, it should happen
throughout the strategy formulation and implementation process. All the above

should be considered before the implementation of the strategy.
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2.2.11 Implementation of strategy

A strategy has to be implemented carefully. Each manager has to check the relevance
of the corporate strategy to his department and carry out the necessary part. This is
more of an administrative part. Although strategists have to delegate this duty to
managers, open communication is the key in this part coupled with developing
competencies, capabilities, budgeting, policy making, motivating, culture building

and leadership.

While implementing the strategy, evaluation of performance, monitoring of new
developments and initiating corrective adjustments is key. Both the performance of
staff and the organisation should be measured in accordance with the set objectives.
The Chief Executive Officer (CEO) of a company is the custodian of a strategy
including the making, implementation and responsibility for the success or downfall
of a company (Thompson & Strickland, 2003). Parnell, (2003:19) is in agreement
with the statement above because he argues that, “strategies should be formulated by
top management, with assistance from others in the organisation to the extent they are
able 10 contribute.” On the contrary Burgelman and Grove (1996:21) view strategic
plans as “abstract, far away, and give managers a lot of chances to reconsider as they
go along... Clearly, the wisdom necessary to guide a company through
transformational changes cannot, as a practical matter resides only in the head of the

CEO”.

Although the CEO is the custodian of the strategy he needs to continuously encourage
intellectual debate amongst managers because strategic leadership means encouraging

debate and bringing debate to a meaningful conclusion (Burgelman & Grove,1996).
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Burgelman and Grove (1996) believe that strategy is born through the strategic action

of managers.

Batemen and Snell (2002) emphasise the following steps in the implementation of a
Strategy:

e Definition of strategic tasks. Tasks should be defined in simple terms so that
all employees can easily undersiand them. “...Research has found that white
collar employees who understand their company’s strategy and their
corresponding strategically aligned job behaviours have higher performance
and employer desired work attitudes, versus employees who do not
understand their company’s strategies or understand corresponding aligned
job behaviours” (Gagnon & Micheal, 2003:25)

¢ Assessment of organisation capabilities. At this stage the entire task force is
interviewed to identify tasks that hinder or help the strategy implementation
and reports back to top management.

¢ Development of the implementation agenda. Staff interviews inform changes
that need to be made in the management pattem including how critical
dependencies will be managed what skills, structures, measures, information,
and rewards might ultimately support required behaviour. Communication
through a philosophy statement is paramount at this stage.

e Implementation plan. A plan to implement the strategy should be crafted by

top management, employee task force and other relevant stakeholders.

The steps above offer a clear direction on how one should execute a strategy although

basically stating the same ideas as in Thompson and Strickland (2003).
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2.2.12 Strategic controi

This is a critical stage as it determines the success or faijure of a strategy. A strategy
has to be controlled by continuous monitoring of new developments, evaluating
performance and initiating corrective adjustments. This can be done through budgets
and performance indicators for both employees and the company (Thompson &

Strickland, 2003).

Strategy as discussed above undergoes change because of factors external and internal
10 the organisation, hence the review of literature on change management in the

following section.

2.2.13 Summary and integration

Literature review on strategy has been the focus of this chapter. Arguments by
various authors regarding the components of the strategy have been explained,
namely, vision, mission, strategic objectives, types of strategy, SWOT, Porter’s five
forces and the value net. These form part of the formulation of strategy. Strategy is
not complete without the implementation plan and control or evaluation plan which
havc been discussed above. These components of strategy formulation are the
backbone of strategy formulation. Therefore, South African managers are assessed on
the basis of this background. However, that will not be enough without the inclusion
of theory review on change management because the writing is about assessing
whether South African managers align change efforts to strategy. The foltowing

chapter will focus on theory review on change management.
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CHAPTER 3

THEORY REVIEW ON CHANGE MANAGEMENT

3.1 INTRODUCTION

This chapter will focus on change management. The point of departure will be the
discussion of the organisation and the environment of the organisation in which
change occurs. Change is fuelled by specific reasons that in turn lead to the
emergence of the types of change. Arguments regarding the change process models
will be discussed in order to obtain an insight of steps one should follow when
executing change and reasons thereof. This following discussion will help to analyse

change in terms of the South African context.

In order to comprehend change, one should understand the context in which it occurs.
As a point of departure we will look at organisational change. It is therefore
important to understand the concept of an organisation and the environment in which

it operates. The environment in which change occurs is a system and therefore,
change in one part of the system necessitates change in another part of the system in
order to achieve equilibrium. Organisational change manifests itseif in various ways

which therefore require various models in order to respond to it.

3.2 ORGANISATION

Various theorists portray the theory surrounding the concept of an organisation in
different ways. In order to understand the nature of an organisation one has to look at

the four paradigms in which groups of theorists have been grouped together in
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accordance with their views of the nature of an organisation (Van Tonder, 2004a).

These paradigms explain the nature of the organisation as follows:

Radical humanists explain an organisation “as consisting of activity and shared
meaning structures; managed through the management of meaning; symbolic in
nature; a socially constructed reality; more a result of members own actions than they

recognise” (Van Tonder, 2004a:22).

Radical structuralist theories view an organisation “as consisting of structures with
inherent tensions; emphasising self-generated change; and empirical facet of an
underlying organisational form embodied in the larger societal context, and being part
of a larger context, only to be understood in terms of its role in this context” (Van

Tonder, 2004a:22).

Interpretive theories have a view of the organisation as “consisting of activity and
shared meaning; symbolic in nature; a socially constructed reality; more a result of

members own actions than they recognise” (Van Tonder, 2004a:22).

Functionalist theories view the organisation as a formal, empirical entity; a
phenomenon plagued by problems of effectiveness and efficiency; being structured
and controlled to the point of efficiency and effectiveness; an entity that can be
reduced to general principles which managers and practiboners can assess current
practice; capable of minimising disruptive change by creating adaptability and

organised change; being focused on the here and now; a web of ordered relationships,
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which is predictable and controllable; preoccupied with stability and certainty,

viewing people as tools or resources” (Van Tonder, 2004a:22).

According to Nkomo (2005a) the system’s perspective emphasises the
interdependences in organisations because of the constant interactions of
organisations with their environments in order to produce outputs through the inputs
and thereby preventing death. The post modernist perspective on the other hand
rejects attempts to build systematic explanations of history and human activity and
which instead, concentrates on the ways in which human beings invent their world

through language and cultural innovations and is by its very nature complex and

fragmentary.

The paradigms explained above are reflective of the diverse views of an organisation
and hence the diversity of organisations and diverse nature of management and

leadership.

3.2.1 Environment of the organisation

Organisations do not operate in isolation. In their quest for survival they affect and in
return are affected by their environments in a number of ways. Therefore, change is
not independent of the environments in which organisations operate because in most

occasions change is triggered by the environment.

It is important to understand the components of the environment in order to
understand the environment of organisations and their effects on change. The

environment of the organisation is composed of the external and intemal components.
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According to Nkomo (2005a) the external environment is composed of socio-cuitural,
technology, political-legal, economic and ecological influence. The internal

environment is composed of informal and formal subsystem.

The informal subsystem is composed of politics, leadership and culture. The formal
subsystem is composed of management, goals, strategy, structure, operations and

technology.

3.2.1.1 External environment

Change in an organisation is influenced by various factors such as technology, culture
of communities around the organisation, economy of the country in which the
organisation operates and ecologieal issues. These factors can better be understood as
triggers of change. Van Tonder, (2004b:21) states that, “...a wide array of change
triggers have been identified, with extemnal triggers typically including changes in the
broader environment such as socio-political shifis, technological developments,
changes in the economic and legal frameworks as well as industry specific trends and
competitive initiatives by other organisations.” Once one mentions industry specific
conditions and competitive initiatives by other organisations, it is wise to revisit
Porter’s five forces of competitive advantage in this part of writing without leaving
complements as discussed in strategy above. When change occurs there are normally
actors recipients and roles that certain structures adopt and those will form part of the

discussion in this section.
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Nkomo (2005a) cites drivers of change as discovered in a recent African Change
Leadership Research Project conducted by Professors Kriek and Nkomo, the drivers
of change in South Africa have been found to be the following:

» New dispensation and social transformation

o Globalisation (i.e. to be world class business)

e Efficiency and streamlining demands which falls rather on the internal

environment according 1o Van Tonder, (2004b})

The drivers of change determine the type of change required to address problems.

These drivers of change are discussed below.

3.2.1.2 Drivers of change

Technology: The external environment influences the organisation because of the
technological advances that occur globally. No organisation can resist the effects of
technology. The amazon.com started selling books through the internet and the
bookstores that thought were not going to be affected have now reduced their store
sizes and are trying to catch up with it. Amazon.com is now selling music through the
internet (Nkomo, 2005a). Van Tonder, (2004b:22) identifies major drivers of change
that could prompt a revolutionary change which include, “an increasing amount of
information, an expanding ability to communicate, the role and impact of technology,
globalisation and global competition.” Van Tonder, (2004b) refers to volumes of
information processed through information technology which can traverse the globe
in seconds reaching multitude of audiences. Information technology therefore has an

ability of triggering a large scale change because it influences competition at a global
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scale through transmission of information quickly thereby expanding the ability to

comrnunicate.

Culture: This means values that have been learnt by people overtime. An
organisation’s survival also depends on understanding the culture of the people in an
area where it operates. According to Hill (2003) McDonalds lost a lucrative deal in
Beijing because with its origins in America it’s management could not understand the
culture of guanxi. “Guanxi literally means relationships, although in business setting
it can be better understood as “connections” (Hill, 2003:87). When they lost the deal
they went to court and did not win because their legal system also depends on guanxi
whereby one should be well connected with the authorities and be able to win them
through conversations without resorting to force. “China’s legal framework lacks
weli defined property rights, which are critical in developing a market-based systern”
(Luo and Ho Park, 2001:142). This is an illustration of the manner in which culture
and political system as external factors can influence the success of a business in a

country, in particular if the country is a foreign country.

Economy: Organisations are influenced by the economy of the country in which they
operate. A textile company operating in a country with a poor economy will have to
decide whether it should export its products and offer jobs to the local people or

manufacture cheap products in order to serve the local market.

Socio-Political shifts: South Africa in particular is characterised by a new
dispensation and social transformation (Nkomo 2004a). This is a definite determinant

of change characterised by a necd to embrace diversity and unlearning the past belief
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systems in order to make a transition from an apartheid era to the democratic era
(Booysen, 2005). This notion undoubtedly influences the way companies do business
because companies in South Africa have to contend with issues like Black Economic
Empowerment, Employment Equity Policies, Affimative Action and Skills
development to mention just a few initiatives of the new dispensation that affect the

way companies do business in South Africa.

Ecological matters: Ecological influence cannot be ruled out. Bateman and Snell
(2002) argue that we live in a risk society. That is, the creation of wealth and
distribution of wealth generate by-products that can cause injury, loss or danger to
people and the environment. The fundamental source of risk in industrialised world
according to Bateman and Snell are the excessive production of hazards and
ecologically unsustainable consumption of natural resources. Risk has proliferated
through population explosion, industrial pollution and environmental degradation.
The industrial polfution risks as argued above include but not limited o air pollution,
smog, global warming, ozone depletion, acid rain, toxic waste sites, nuclear hazards,
obsolete weapons arsenals, industrial accidents and hazardous products. These
polluting activities by companies lead to various laws being introduced to protect
nature hence the introduction of environmental laws that in tum prescnbe how
companies should ethically conduct business. This is a change trigger in that
companies can choose to be proactive and not be subjected to forced alignment with
the natural environment or reactive and be forced to align its production with natural

environment resulting in heavy fines.
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These external triggers cannot be complete without Porter’s “Five forces” of industry

analysis to achieve competitive advantage discussed above in the strategy section.

3.2.1.3 Porter’s “Five forces” of industry analysis as trigger of change

Industry growth and dynamics of competitors do influence the competition and
change in an industry. The threat of substitutes keeps businesses at their toes because
of their relative price performance, buyer propensity and switching costs. The threat
of new entrants encourages companies to strengthen their brand identities. Lastly, the
bargaining power of suppliers and buyer necessitates change in companies because
customers of today determine what businesses should supply. The external
environment affects how business should be run and in such a way affects the intemal

environment of the organisation (Ghemawat, 1999).

In addition to Porter’s five forces, there is value net which highlights the critical role
of complimentors. This is rather a positive trigger of change as it sensitises
companies to establish strategic relationships in order to survive. Brandenburger and
Nabeluf (1996) in Ghemawat (1999:33) argue that, “Thinking {about] compliments is
a different way of thinking about business. It’s about finding ways to make the pie
bigger rather than fighting with competitors over a fixed pie. To benefit from this
insight, think about how to expand the pie by developing new compliments or making
existing complements more affordable.” This can be regarded as another change

trigger.
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3.2.1.4 Internal environment

The internal environment deals with the strategy as discussed above in the strategy
section. This forms part of the formal subsystem. The informal part of the internal
environment is crucial in the execution of the strategy. The culture of the
organisation will determine whether change efforts will be successful or not. Change
agents are normally faced with a task of changing culture first. Culture, leadership
and politics cannot be separated in the way they influence business. Of all the
change initiatives undertaken by organisations culture change is the least successful

because of its complexity.

In a case study, in the IPM magazine Paddy Norton is quoted as saying, “We found
the biggest challenge in the process of change was to change the culture of
management” (Norton, 2003:16). “Several studies indicate resistance to change as the
most important factor 70% failure rate of large organisational change projects; other
reasons range from insufficient executive sponsoring to unrealistic expectations and
ineffective leadership” (Norton, 2003:28). Based on the statements given above it
becomes clear that formal sub-system is influenced in a big way by the informal sub-
system. An organisation can have a good strategy in place but can also fail dismally if
it cannot take into consideration the influence that leadership, culture and intemnal
politics can have in an organisation. Therefore, the context of organisational change
becomes an organisation’s internal environment which takes its cues from the external

environment.
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3.2.1.5 Internal triggers of change

Van Tonder (2004b) mentions the most frequent internal triggers of change as
uncovered by an empirical study of 187 companies located in the UK, Europe and the
US as follows; changes in the competitive situation of the company which refers to an
increase in the number of competitors, repositioning of competitors, a loss of market
share; financial loss or lowered profitability; proactive change initiatives in response
to anticipated opportunities or events such as restructuring, downsizing re-organising,
re-engineering, relocating, buy-outs/takeovers, mergers and acquisitions; the
replacement or arrival of a new CEO or managing director. In the midst of these
internal triggers of change there are role players within an organisation who respond
to the precipitating effects of the triggers in various ways. The internal triggers of

change will be explained in terms of these players.

These internal players in an organisation are the workforce, leadership and

organisation culture and are discussed below.

3.2.1.6 The value and experience of the change by the workforce

The workforce is composed of individual employees including lower level managers
and supervisors. Van Tonder (2004:163a) says, “in order to come into grips with the
experience of change at the individual level, we consider “personal transition” as a
framework for viewing individual change and will use it more or less as a synonym
for individual or personal change.” Van Tonder (2004a) argues that people’s different
responses to change in organisations can be attributed to multitudes of schemata

which are formed from schema. “A schema is a cognitive structure of substantial
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scale that is constructed from abstract and generic knowledge that will remain
applicable or relevant across different situations and contexts, and is typically
concerned with a specific object or concept” Van Tonder (2004a:118). Therefore a
schemata serves to “draw on existing knowledge as an interpretive framework from
within which new stimuli can be organised, analysed and interpreted and inferences
made” Van Tonder (2004a:119). It is upon this basis that people respond differently to

change.

“Organisational change should centre on how individuals are experiencing their
current world of organisational change” Van Tonder (2004a:163). Depending on the
change type change can evoke different types of transition associated with
experiences that could range from anxiety, despair, resignation and despondency to
hope, anticipation, emancipation, joy and excitement Van Tonder (2004a). According
to Van Tonder (2004a) change can either be experienced as a risk or transition
depending on the individual’s previous experiences. If viewed as a risk the reactions
of individual employees are likely to be characterised by the following:
» Shock which means will perceive change as a threat, immobilising, avoid and
deny it is happening
e Defensive retreat which is characterised by anger, holding on still unsafe to
risk
¢ Acknowledgement which is characterised by moumning, letting go, eventually
with an increasing potential for risk taking
o Adaptation and change which is characterised by experiencing comfort with

change, with increasing energy available for risk taking.
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Those employees who respond to change as a transition will portray reactions similar
to Lewins’s change process theory:
o Ending phase which refers to letting go of the previous situation which is
characterised by disengagement and disenchantment.
e Neutral zone which refers to completing endings and building energy for
beginnings characterised by disorientation, disintegration and discovery and

e New beginnings which refers to new possibilities or alignment with a vision

In addition to the above, depending on how change has been carried out people are
likely to resist or accept it and a distinction is made between immediate acceptors and
immediate rejecters. In-between them one would find rational supporters or
professional supporters who are likely to support the change on the basis of merit and
rational resistors or honest opponents who disagree on rational grounds. Conformists
pay a lip service to change while hiders and refugees maintain a low profile hoping
that change will not succeed. The last one is the underground resistance which will
covertly resist change to an extent of sabotage. At any point in time employees are

likely to experience resistance which may be of a temporary nature.

i. Management role and experience

Management excluding senior management has a responsibility to scan, interpret and
act on environmental information to maintain fit or a relationship between the
environment and the organisation which necessitates an adaptation by the organisation
and its employees. These managers, being employees themselves can be resistant to

change especially if they have been through a bad one before. Van Tonder



49

(2004a:191) reflects in the work of Vaill (1989) by siating that, “managers face
constant change that borders on chaos, and are consequently forced to engage in
unpredictable organisational change endeavours, for which guiding parameters are
only established as the change initiative progresses”. Uncertainty may increase while
the scope of change demands also increase on the manager which contributes to
feelings of inadequacy and helplessness (Gersohn, 1989 in Van Tonder 2004a).
Although lower level managers and general employees constitute the workforce they
experience change differently if management is well informed about change as they
tend to have control of the change process. They tend to have the same experience if

change is happening in the boardroom (Van Tonder 2004a).

ii. The role of change by leadership

“Leadership, namely the CEO or other senior executives, sustain the manner in which
change is brokered, experienced and dealt with, as well as the process of change at the
employee level” (Van Tonder 2004a:189). While leaders usually leave it to the ill
informed managers, the task of looking after employees well being during the process
of change as discussed above, Smith and Carstens (2003) argue that the leader’s
ability to deal with the discomfort of individuals and resistance is a key role. Smith
and Carstens (2003) developed an integrated role competence cluster model whereby
they identify key four leadership roles, namely, initiator, shaper, monitor and assessor
with the following associated competencies:

Initiator: setting a vision, communicating the vision and obtaining support for it.
Shaper: focuses on inducing and reinforcing the change initiative, the development of
employees’ competence and the empowerment of employees to meet the change

requirements.
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Monitor: encompass employee consultation, the handling of emotionat reactions and
the elimination of resistance and conflict.

Assessor: focuses on measuring and assessing change outcomes and the provision of
focus areas for future change initiatives. “Undue emphasis on cost in the financial
sense (a primary performance measure penerally at managerial levels) drives
managerial focus during change initiatives, which consequently leads to a neglect of
the human and social costs of the change... Change impact nepatively on the
organisational system repardiess of whether the change outcomes are deemed

successful or otherwise” (Van Tonder 2004a:189).

Garvin and Roberto (2005) propose two major phases in a tunaround process namely
the persuasion process and tumaround process. The persuasion process is owned by
leadership, the CEO of the company in particular and therefore becomes the
responsibility of leadership. The persuasion process is composed of the following
stages:

Setting the stage: after the announcement of the plan, leadership should convince
employees that radical change is imperative.

Creating the frame: leadership should position and frame preliminary plan, gather
feedback and announce final plan,

Managing the mood: leadership should manage the mood through constant
communicatton.

Reinforcing good habits: leadership should reinforce behavioural guidelines to avoid
backsliding because the toughest chaltenge faced by leaders during a turnaround is to

avoid backsliding into dysfunctional routines.
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Van Tonder (2004a) argues that, change is experienced differently by leadership than
the rest of the workforce as they normally have control of the change process.
Therefore, leadership drives change while the workforce experience change in various
ways. The culture of the organisation plays a significant role in the process of

change.

3.2.1.7 Organisational culture

“Culture is what a group learns over a period of time as that group solves its problems
of survival in an external environment and its problems of internal integration. ..if the
organisation as a whole has had shared experiences, there will also be a total
organisational culture” (Schein, 1990:111). “Organisational culture refers to the
dominant beliefs, values and norms of the members of the group that form the

organisation” (Struwig & Smith, 2002:21).

Schein (1990) proposes that, in order for one to analyse the culture of a particular
organisation it is desirable to distinguish between three fundamental levels at which
culture manifests itself, which are observable artefacts, values, and basic underlying

assumplions.

Observable artefacts: These includes physical layout, the dress code, the manner in
which people address each other, the smell and feel of the place, it’s emotional
intensity to records, products, statements of philosophy and annual reports. One
should try and understand the underlying assumptions in order to understand the true

meaning of the observable artefacts.
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Values: These can be obtained through interviews and gquestionnaires or survey
instruments. This will bring to the surface the inconsistencies between what is

claimed and what is observed.

Underlying assumptions: These determine perceptions, thought processes,
behaviour and feelings. Working with dedicated insiders can help bring to the surface

how they perceive the world around them.

Struwig and Smith (2002:22) propose that “any changes in strategy should be
accompanied by changes in organisational culture”. Struwig and Smith (2002) used
four types of organisational culture in their analysis of alignment of strategy change to
organisational culture namely, power culture, role culture, task culture and person
culture, They are explained as follows:

Power culture: In this type of culture power rests with the central figure. More faith

is put on the central figure and size of the club might be a problem for the central

figure.

Role Culture: This type is built around defined jobs, rules and procedures and is
normally labelled as bureaucratic and slow to change even if the need arise. Its

strength rests on specialities with little management span by management.

Task culture: This type is project oriented characterised by a matrix structure and
easily adaptable. Influence within the firm is based on expertise rather than on

personal authority.
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Person Culture: This type is centred on a person. These organisations exist to help
the individual rather than the individual helping out the organisation. Doctors,

dentists and architects are types of this culture.

They argue that management can make the best strategy but these strategies are
doomed to fail if implemented in an organisational culture that does not support the
strategy coupled with individual aptitudes in the organisation to execute the strategy.
The internal triggers of change drive management to respond by adapting the business
to its environment. The role of teadership, in executing the change cannot be taken
lightly as the way of executing the change affects people and the organisational

cuiture.

3.2.1.8 Types of change

Ackerman in Nkomo (2005a) identifies three types of change. These are

developmental, ransitional and transformational.

Developmental change is incremental in nature and focuses on the continuous
improvement of what is. Transitional change is concerned with the implementation of
a known new state. Ackerman believes that the interim state can be managed over a
controlled period. On the other hand the transformational stage is not easy to control
because it takes place upon the emergence of a new state that cannot be predicated

unti! it takes place.

According to Nkomo (2005a) in the recent research conducted by Nkomo and Kriek,

the types of change have been found to be the following:
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e Strategic repositioning (industry, market, position, vision and organisational
identity

e Restructuring and downsizing

e Culture change (values, mindsets)

s Staff transformation

o Skills and knowledge development

¢ Black Economic Empowerment

s Becoming customer focused

s Movement of emphasis from labour relations to Human Resources
Management

s Globalisation

Van Tonder (2004a:149) categorises change into two major types namely type I and
type Il and defines type I change as, “ A steady state, incremental or step-by-step,
sequential change which generally evolves over extended periods of time, does not
have a disruptive influence on the system and is generally within the control of the
system.” This change is synonymous with first order change, alpha, formal logic,
frame bending, normal, evolutionary, incremental, morphostasis and continuous
change. Type H change is defined as, “A major, disruptive, unpredictable, paradigm-
altering and system-wide change which has a very sudden onset and escalates rapidly
to a point where it is perceive as being beyond the control of the system.”  This
change is similar to change concepts like, transformation, second-order, gamma,
trialectics, frame-breaking, paradigmatic, revolutionary, radical morphogenesis

discontinuous and chaotic. Van Tonder (2004b) raises a concern over the reduction of
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the nature of change to a few discrete and absolute types that leave little room for
hybrid forms of change. He contends that continuous or incremental change may
have break points or be discontinuous because of environmental triggers and result in
radical change. Research conducted by Brown and Eisenhardt (1997) in the computer
industry in six companies between 1993 and 1995 has proven that the scale of
continuous innovation that exists in those firms could not be adequately descnbe as
incremental or radical because they seemed to overlap. Therefore, one should guard

against inadequate distinction between these types of changes.

The change process models which are discussed below help to guide the change
leader into developing one best change process model to adhere to while engaging

change.

3.2.1.9 Change process models

The change process models will be limited to three because of their relevance and
wide scope to the research, namely, Kotter’s Eight Stage Model, Spiral Model of

Change Process and Lewin’s Process Model of change.

i. Kotter’s eight stage model

Kotter (1995) highlights eight steps that should be followed as well as eight errors that
should be avoided during the process of change. The Eight Steps that should be
followed and mistakes that should be avoided are summarised in the following

diagram for ease of reference in the discussion:
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Diagram 1: Summary of Kotter’s Eight steps to transforming an organisation

Establishing a Sense of Urgency: Although Kotter (1995) argues that this stage

needs leaders not paralysed senior management. Paralysed Senior leadership is
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described as executives who become worried about downside possibilities such as,
morale will drop, events will spill out of control and fear of potential chaos. It is good
that people should be taken out of their comfort zones and make the status quo more
dangerous than launching into the unknown and change leaders are reminded that
there is also a risk in playing it too safe. The risk is that the transformation process
cannot succeed and the long term future of the organisation can be in jeopardy.
Therefore, a change leader should examine the market, competitive realities, identify
crises, potential crises even if it is created and identify major opportunities if
transformation is to succeed. One should make strides in this step in order to move to

the next step.

Forming a Powerful Guiding Coalition: This is a group of people who help to guide
the change efforts. They should be people who have powerful titles, information and
expertise and portray & good reputation and relationship in an organisation. These
people together with the CEQO should assess their company’s problems and
opportunities and create a minimum level of trust and communication. These may
even involve a key customer and a union leader where necessary. “A self renewing
organisation can be built only on the bedrock of people who are willing to take
personal initiative and to cooperate with one another, who have self-confidence and a
commitment to the company, and who are able to execute relatively routine tasks with
the same proficiency as they are willing to learn new skills and ways to take the
company to the nest stages of its ambition.” (Bartlett and Ghoshal, 1995:11).  The
CEO should at all times show support to the team by bringing the team together at all
times. This is a team that will develop a strategy for the organisation by going of

strategic sessions for a few days. A picture of the future starts with a vision.
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Creating a vision: The guiding coalition should first and foremost develop a
relatively easy to communicate vision that appeals to the organisation’s customers,
stockholders and employees. The vision helps to set direction for the company.
Strategies to realise the vision can be formulated aflerwards. Kotter’s rule of thumb is
that: A good vision should be communicated in five minutes or less and should be
clear. Plenty of plans without a vision can never succeed. A vision should be

thoroughly communicated as discussed in the following section.

Communicating the vision: Leadership should use every tool available to
communicate the new vision that drives the new strategy. Integrity by the coalition
members is paramount because messages carry more weight when the carrier walks
the talk. Leadership should try and communicate the vision hour-by-hour to the
employees, convince employees on how the proposed solutions fit into the bigger
picture. These communication channels will include training, quarterly meetings,
electronic communication, mail, company magazines, memos, media, using the
guiding coalition to spread the news and any other form of communication available
to the company. These measures will prevent under-communication of the vision and

instead empower others to act on the vision.

Empowering others to act on the vision: The first step is to get rid of obstacles to
change. The obstacles present themselves in various ways which may include,
orpanisational structure, performance appraisal systems, bosses who refuse to change

by paying lip service to change efforts. Encouraging risk taking, adoption of non-



59

traditional ideas activities and actions can help to change the organisation. These

ideas should be celebrated if they result in solutions.

Planning for and Creating Short Term wins: In the strategic planning of change,
there should be room for short term wins. Some people will continue to downplay
management efforts to engage chanpge and some may continue to think it will fail like
the previous ones. However, creating annual paols leading to bigger goals which are
recognised through celebrations, rewards or promotions once achieved sends a clear
message to those who do not believe change will succeed and motivates those who

have already bought into change.

Consolidating improvements and Producing Stil More Change: Leadership
should be cautious not to declare victory too soon because that can yield catastrophic
consequences associated with killing the momentum already gathered.
Transformation can take up to five to ten years in order to be consolidated into the
corporate culture and short term wins should never be confused with overall victory.
Instead, short term wins should be used as a vehicle to monitor the success and

consistency of systems put in place and to improve on those systems if there is a need.

Institutionalising New Approaches: Leadership should use communication to
articulate connections between the new behaviours and corporate success in its efforts
to ensure that transformation is incorporated into the social norms and values of the
organisation because it can never be complete until it is internalised. Change leaders

should ensure that leadership development and succession planning are in place in
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order to avoid elevation of people into senior positions without any appreciation for

change.

Leadership should be weary of committing mistakes by ignoring the eight steps
discussed above. A properly communicated vision by the guiding coalition is
paramount in order to ensure the success of a transformation effort. No one model
can guarantee the success of change efforts by leadership hence the discussion of the

next two models to help complement each other.

ii. Spiral model of change process

According to Nkomo {2005a), the spiral model emphasises three phases that look
simple if everything is kept constant. These phases are as follows:
Initiating change: Once change is initiated it must be channelled towards the desired
new state without doing everything at once. The initiation of transformation in this
model is characterised by deep rooted incremental changes which take a spiral form in
moving towards creating positive energy towards the desired new state. It is in this
stage that leadership should determine the amount of change that the organisation can
sustain. Nkomo (2005:19a) reflects on the work of Bridges (2002) by citing a
suggestion that, leaders should ask themselves the following questions:

e “What is actually going to change?

o How will the change affect other areas of the organisation? What are the

secondary changes that the change will probably cause?
» Who is going to have to let go of something?

e What is over for everyone?
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e What crucial conversations are we not holding that are keeping us stuck in old
patterns?

e How are we as leaders maintaining the status quo?

The transition to a new state: During the transition one should be weary of
| unforeseen consequences that may seek to undermine the smooth transition into new
state and seek to disturb them in a manner that approximates the desired outcome.
This is an indication that, this theory is built around type I change whereby little

incremental interventions can lead a bigger change outcome.

Momentum should be sustained: In order to sustain momentum, leadership must
engage in crucial feedback conversations in order to ensure that momentum is

sustained (Nkomo, 2005a)
iii, Lewin’s process model of change

In this model there are three phases that entail unfreezing the status quo, movement
into by building new attitudes refreezing once the target has been reached (Nkomo,
2005a). The three phases are made possible at the individual level through effective
communication strategies because this will help employees to unfreeze the status quo
by understanding the need for change and personal effects of the proposed change
(Goodman & Truss, 2004). Persuasive communication is critical at the first stage.
According to Nkomo (2005a) these stages unfold in the following way:

Unfreeze: refers to reducing forces for the status quo by encouraging individuals to

discard old behaviours. In this way equilibrium would shake up. “Working with
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people to neutralise or reverse forces that cause them to resist change is the way to
unfreeze a situation” (Levasseur 1992:116). The desired changes will stick if
leadership would get people involved from the identification, planning and

implementation of decisions that have been mutually agreed (Levasseur 1992).

Movement: refers to the development of new attitudes, behaviours and values. Active

communication is critical at the moving stage because the strategy is applied at this

stage.

Refreeze: Lastly, when the change goals have been achieved leadership has to
manage information about the change in order to avoid backsliding. Establishment
and reinforcement of new attitudes, values and behaviours are core in this stage. This
would include rewarding and reinforcing new behaviours and provision of consistent
leadership, support and resources (Levasseur, 1992). Goodman and Truss (2004:225)

propose the change communication model reflected in figure I in the following page.
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Organisational context

!

Message: Media:
Must know Verbal
Should know Written

Could know Electronic

Change
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Characteristics Channel: Approach:
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Managers Participative
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ommunication
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Informe) groups
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Figure 1. The change communication wheet

This model implies that the message, media, channel and approach of a
communication strategy will be determined by the purpose of communication, the
organisational context in which the communication is taking place, change
programme characteristics and response of employees. In this situation continuous
feedback will be necessary internal contents of the communication wheel in order to
avoid mis-communication and to progress coherently through Lewin’s stages of

change (Goodman & Truss, 2004).

The three models discussed above compliment each other. Kotter (1995) emphasises

radical change or type I change with a comprehensive checklist. The spiral model
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does not dismiss entirely the idea of radical change, however, for this transformation
to occur there should be deep-rooted incremental changes that would ultimately lead
to a positive new state. Lewin’s model believes that type If change can occur by
emphasising the positive attitudes about change and positively discouraging negative
attitudes by involving resistors in your planning and implementation and actually

utilising their energies in thinking about solutions.

While all the models discussed above are relevant to this research they cannot survive
without fit to the environmental conditions. The alignment of change efforts to
corporate strategy cannot be understood fully without the discussion of the theory
from which it emanates. Therefore, the discussion of the contingency theory is

relevant in this study.

3.3 CONTINGENCY THEORY

According to Yukl (2002:17), “contingency theory describes some aspects of
leadership that applies to some situations but not to others and can either be
prescriptive or descriptive.” “Common to all contingency approaches is the
proposition that performance is a consequence of the fit between several factors:
structure, people, technology, strategy and culture” (Tosi & Slocum, 1984:9).
According to Tosi and Slocum (1984) there is a complex relationship between
environmental, organisational and individual group. Donaldson (1987} in his research
proved that fit is a cause for performance. Environmental illiberality which occurs in
situations where business conditions are stringent and cannot tolerate sub-

performance. In such situations even a small disturbance can result in a necessity for
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change. This theory can best be explained by a model of Structural Adjustment to

Regain Fit (SARFIT) used by Donaldson (1987) in his research.

3.3.1 SARFIT model

“A change in the contingency variable (such as size or degree of product
diversification) leads to a misfit between the existing structure and the new value of
the contingency variable” Donaldson (1987:4). According to Donaldson (1987) a
mismatch can produce a range of dysfunctional behaviours in an organisation,
namely, slow and poor quality decision making and miscommunication which can
result in de-motivation which ultimately leads to low economic performance
inciuding low returns and loss of opportunities. The low economic performance
motivates leaders to reorganise. Such low economic performance “occurs more
readily in situations where business conditions are sufficiently stringent to prevent the
company having slack resources which can be used to absorb sub-optimal
performance without the necessity for change in structure” Donaldson (1987:5). This
is referred to as environmental illiberality. Diagram 2 helps to illustrate the

explanation above.

+
Change in _ ,
contingency o Misfit | Structural adjustment
’ Environmental
Performance illiberality

Diagram 2, Structural Adjustment model to Regain Fit
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The contingency theory is basically composed of four components such as:
¢ A relationship between environmental and organisational factors
e A tension in this relationship depending of the level of environmental
illeberality can lead into a desirability for change
» The desirable change that actually takes place compared to the desirable
change can lead to a fit or a misfit
o A misfit will be reflected through the low company performance and a fit will

be reflected through good performance (Zajac, Kraatz & Bresser, 2000)

The contingency theory forms the basis for organisational fit or alignment. The
chapter that follows which constitutes alignment of change efforts to strategy will be
guided principles of the contingency theory as discussed above. This chapter focused
on theory surrounding change management. In order to be able to discuss alignment
between change efforts and strategy one has to understand the concept of change.
This change occurs in organisations which are surrounded by turbulent conditions
which trigger change. The type of trigger informs the organisation about the type of
change to adopt. The change models that have been discussed serve as a guideline on
how this change should be approached and implemented in an organisation in order to
maintain or achieve alignment needed by the organisation to achieve good economic
orpanisational performance. Contingency theory forms a base upon which theories of
change and strategy alignment of an organisation is formed. The following chapter

focuses on the discussion of alignment of change to the strategy of an organisation.
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CHAPTER FOUR

ALIGNMENT OF CHANGE TO STRATEGY OF AN ORGANISATION

4.1 INTRODUCTION

This chapter focuses on the review of literature on alignment of change to strategy of
an organisation. Types of strategy by Miles and Snow (1978) and their relevance to
the relationship and alignment of the strategy to the environment of the organisation is
discussed. Exploration of a relationship between change management and strategy
which leads to their alignment with reasons for the alignment and reasons for the
maintenance of the alignment that results from the relationship. A model that will be

used in this research is also explained in this chapter.

4.2 THEORY REVIEW ON ALIGNMENT OF CHANGE MANAGEMENT TO

STRATEGY

The issue of alignment of strategy with the continuously changing internal and
external environment of the organisation raises the importance of change in an
organisation.  Change management efforts should be aligned to the company’s

corporate strategy in order for the company to survive.

“While fit seems to imply a match at a single point in time, undersianding dynamic fit
requires that any new perspective on strategic fit must also come to grips with the
question of strategic change.” (Zajac et al, 2000:429). Miles and Snow in Zajac, et al
(2000:431) suggests that, “the process of achieving fit begins, conceptually at least,

by aligning the company to its market place ... this process of alignment defines the
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company’s strategy.” This alignment can best be understood in the context of

alignment of corporate strategy with changing environment of the organisation.

4.2.1 Alignment of strategy with changing environment of the organisation

Zajac, et al (2000) criticises the SWOT framework in strategy to achieve better fit
with environmental conditions because a change in the environment does not
necessarily necessitate a change in the strategy if those changes would lead to a
misfit. According to Donaldson (1987) change is also determined by the level of
illiberality of the environment to accommodate low performance. This relationship
between the organisation’s strategy and its environment is explained through Miles
and Snow’s typology. According to the Free Dictionary (2005), “typology literally

means the study of types or a theory or doctrine of types, as in spiritual studies.”

4.2.1.1 A Miles and Snow typology

It explains a strategic fit through distinctive types of strategic configurations such as

defenders, analysers and prospectors (Luo & Ho Park, 2001).

The defender: emphasises efficiency on existing operations through incremental
improvements while ignoring to adjust internal configurations. Managers in these
organisations tend to have a narrow focus as a resuit of their expert knowledge of
their organisation’s limited area of operation. These organisations seldom focus on
making changes in their technology, structure or methods of operation and

continuously strive to improve on efficiency (Gimenez, 2000).
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Analyser: According to Luo and Ho Park (2001) analyser is described as fitting the
transitional environment. These organisations operate in two differing market
domains, one stable and the other changing. In their stable domains they resemble the
defenders because they emphasize efficiency and in their turbulent domains they
emphasize innovation by watching competitors for new ideas and quickly adopt the

promising ones (Gimenez, 2000).

Prospectors: are continuously innovative in nature because these organisations
emphasise the scanning, identifying and capitalising emerging market opportunities
and use change to gain an edge over their competition (Luo & Ho Park, 2001).
Gimenez (2000) regards these organisations as not completely efficient because of
their continuous change. The essence of these typologies is to examine the effect of
environmental conditions and change of market forces. Luo and Ho Park (2001) do

not mention the fourth typology in their research, the reactors.

Reactors: are described by Gimenez (2000), as organisations in which managers
perceive change, however, because of a lack of consistent strategy-structure are
unable to make the necessary adjustments until forced by the environment to change.
(Miles & Snow, 1978:82) views the inconsistency of reactor strategies as stemming
from three sources such as, “(1) management fails to articulate a viable organisational
strategy; (2) a strategy is articulated but technology, structure and process are not
linked to it in an appropriate manner; or (3) management adheres to a particular
strategy-structure relationship even though it is no longer relevant to environmental

conditions.” Gimenez (2000) has reflected on the work of Snow and Hrebiniak
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(1980) in which it has been noted that, reactor organisations could outperform the

other three types given a low degree of change in an environment.

Having noted the relationship between environment and change efforts and various
types of organisations as discussed in Miles and Snow (1978) one can conclude that,
the actions of leadership in the internal environment of the organisation determine a
misfit or fit between the environment and the organisation. Leadership might choose
to follow a strategic intent and defend it despite changes taking place around them.
Alternatively, managers might choose to deviate from the strategic intent in their
efforts to preserve their comfort zones. Therefore, there is a relationship between the

strategic intent and strategic action by leadership and managers.

4.2.2 Strategic action versus strategic intent

The reason for failure of many strategies is that strategists prefer to delegate the
implementation of a strategy. It is in the implementation phase that the change
strategy might begin to loose meaning because it might be delegated to managers who
quietly resist change, managers who do not want 1o take responsibility and keep on
hiding behind their superiors when they issue unpopular statements. In this way the
manager might be able to deviate from the main cause to achieve his own selfish ends

(Anderson, 2002).

In a survey conducted by Chris Anderson of Royal Bank of Scotland to assess the gap
between saying and doing, the results indicated a gap between formally presented

strategy to the organisation and strategy implemented by managers (Anderson, 2002).
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Managers did what was possible given their own working knowledge (Anderson,
2002). Royal bank recognised that “business actions, leadership signals and
management behaviours, in combination, send out the most powerful messages within
a large organisation” (Anderson, 2002: 9). Therefore, important for leaders not to
distance themselves from the complex implementation stage and adhere to set

performance targets which should be continuously monitored all the time.

As a consequence of the strategic action that is inconsistent with the strategic intent
by management, strategic dissonance in the organisation may result (Burgelman &
Grove, 1996). According to Burgelman and Grove (1996) there are three
prerequisites for the alignment of strategic action to strategy and these are, strategic
dissonance, strategic inflection point and strategic recognition. It is important to
discuss these prerequisites in order to understand why companies need the alignment

between their actions namely change and strategy.

Strategic dissonance: This begins with the setting of strategic dissonance in an
organisation which can be simply described as the “divergences between intent and
action” (Burgelman & Grove, 1996:9). Once this sets in management must be able to
take advantage of this conflicting information by being able to sift through it to come
up with a new aligned vision. However it should be noted that not all dissonance is
strategic, it is strategic only when it signals the impending industry or corporate
transformation (Burgelman & Grove, 1996). This can lead to the replacement of one

winning strategy by another and that can be referred to as the strategic inflection

point.
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Strategic inflection point: The question one would ask is how does a company tell
when it has reached a strategic inflection point? The answers to this question often
come from middle management or sales people who are constantly exposed to the
reality as dictated to them by market trends and needs of their customers. At first
glance these ideas may seem peripheral, “but it is wise to keep in mind that when
Spring comes, snow melts first at the periphery: That’s where it is most exposed”
(Burgelman & Grove, 1996:11). Therefore, it is wise for management to appreciate
the strategic importance of managerial initiatives after they have come about but
before unequivocal environmental feedback is available” (Burgelman & Grove,
1996:11). This statement is a definition of strategic recognition by senior

management.

Strategic recognition: Top management has to recognise that the changing
circumstances signal a strategic inflection point (SIP). This happens through the
recognition of strategic dissonance, being able to recognise a SIP and being able to
discern the newly emerging strategic picture while providing a framework in which
divergence to combat divergence and formulation of the new strategic intent.
Burgelman and Grove (1996) regard this as a fundamental test of the resilience of the

company’s culture and its leadership.

Burgelman and Grove (1996) propose a theoretical analysis framework composed of
five forees. The five forces are basis of competitive advantage, distinctive
competence, the company’s official corporate strategy, strategic action and internal
selection environment. This section deals with a role of leadership and managers on

strategic intent and strategic action and relevance to alignment of change efforts to
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strategy. Therefore it becomes necessary that issues relating to strategy and how they
unfold into change requirements to bring about alignment in an organisation be
discussed in this section. These will help management determine whether the
manifestations of dissonance are strategic or not and help to elicit relevant questions

that help surface latent signs of strategic dissonance.

Basis of competitive advantage: This is determined by Porter’s five forces of
competitive advantage in the industry as attractiveness of an industry. One would ask
questions around bargaining power of customers and suppliers, the nature of rivalry
among incumbents, threat of new entrants and of substitution and one would in
addition to the above consider technological change and effect of legislation on the
industry.

Distinctive competence: These are the competences that make it possible for the
company (o create a competitive advantage to survive.

The company’s official corporate strategy: This reflects top management beliefs
about the basis of the firm’s current success and anticipated changes in the familiar
environment.

Strategic action: This is what the company actually does to execute strategy and is
normally reflected in the actions of managers.

Internal selection environment: This helps to mediate the link between distinctive
competence and the basis of competitive advantage. This comprises elements such as

resource allocation policies and norms governing internal communication.

The forces above should be seen as an instrument to help uncover and manage

strategic dissonance with an aim of identifying strategic inflection points which
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should be recognised in order to form new corporate strategy that is aligned to the
actions of the organisation. The discussion that follows discusses the alignment of
organisational processes and the vision of the organisations because every effort by

management should be directly linked to the vision of the organisation.

4.3 RELATIONSHIP BETWEEN ORGANISATIONAL PROCESSES, VISION

AND ORGANISATIONAL CHANGE

Management consulting companies have a vast experience in aligning company
change to strategy. They have scen strategies fail and have taken companies out of
trouble as they are not aligned in organisations in any way and are able to analyse
business processes and strategy in an objective manner. The Revere Group (2005) has
developed an organisation alignment approach that emphasises streamlined processes
clearly tied to the vision. In their model, they include, strategy, processes,

organisational design, capabilities, technology, measures and rewards.

Strategy: They emphasise that, a change agent should work with leadership to define
strategies, mission, vision and guiding principles. Behaviour changes should be noted
and key performance indicators to measure progress should be of paramount

importance.

Organisation design: This includes identifying criteria to design the optimal
organisation structure, staffing model, key roles and responsibilities, decision making
authority, accountability and communications channels should also be linked to the

vision and strategy.
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Capabilities: The company should develop skills, knowledge, and behaviours needed
to align with the organisational design. Ongoing development of staff that is aligned
to strategy is necessary through the ongoing determination of training and slaffing

needs.

Technology: The company should develop technologies that maximise the benefits of

organisation and drive processes and capabilities.

Measurement and rewards: A performance management strategy that enables
employees to understand key expectations coupled with key measures and reporung

strategy should be developed.

This approach makes every attempt to link all change efforts to the strategy of the
organisation. Management should guard against being fixated on achieving quick
results leaving out certain crucial phases that might cause it to regress to earlier stages
at a later stage in the process. “Skipping steps creates only the illusion of speed and
seldom produces a desired result” (Kotter, 1995:87). All processes should be linked

to the strategy in order to see every piece to completion.

The Revere group (2005:1) maintains that, if all the processes discussed above are in
synergy, they result in an aligned organisation that provides the following benefits:
¢ Streamlined processes clearly tied to the vision
e A “change ready culture” with the ability to quickly and effectively integrate
changes with disruption

o Clearly defined accountabilities, roles and responsibilities
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o Consistent-performance management processes that drive key organisational
and individual competencies

e Improved communication

¢ Definition of decision-making authority across the organisation

e Knowledge transfer of organisation alignment concepts and application to the
organisation

o Training gap analysis and curriculum development that aligns with and

develops key organisational and individual competencies.

The Revere group claims to have implemented its model with success to a couple of
organisations. Ackerman-Anderson and Anderson (No date) warn against overuse of
external consultants to the extent of letting them handle human and cultural issues
associated with the change. Consultants are not motivated to handle those matters as
that would take their work away from them if they pass it on. They advise that, as the
organisation is going to continue to change in years to come the best advice it to use
external experts where needed to advise on what to change but develop your internal
resources to support and invest in your people as they are the ones closer to real issues

that need attention.

According to Higgins (2005:1) argue that, “much of successful strategy execution
revolves around aligning key organisational factors with strategy... At a minimum,
executives must align the following cross functional organisational factors, namely,
structure, systems and processes, leadership style, staff, resources and shared values.”
The cross functional organisational factors are known as the eight ‘S’s of successful

strategy execution altematively an eight ‘S’ model. It is important to discuss these
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‘S’s in this section because the ‘S’s deal with an alignment of organisational
processes or strategy to change and have therefore been found to be relevant in this
section and are also used as a tool to analyse strategy. The eight ‘S’ originated from
McKinsey’s Seven °S’s. The difference between two is the addition of “resources”
as a replacement for skill because of the reasoning that no organisation can
successfully execute strategy without additional resources such as Money,
information, technology and time (Higgins, 2005). These eight ‘S’s are bnefly

discussed as follows:

4.4 THE EIGHT ‘S’S MODEL OF STRATEGY EXECUTION

Strategy and purposes: These include, strategic intent, vision, focus, mission, goals,
and strategic objectives. Besides other types of strategies mentioned and discussed in
the strategy section such as corporate, business and functional strategy, mention is
made of process strategies that normally cut across functions with an aim of
integrating organisational processes across the organisation in order to make it more

efficient and effective.

Structure: This consists of five parts which are; jobs, the authority to do those jobs,
the authority to do those jobs; the grouping of jobs in a logical fashion, such as
departments; the manager’s span of control and mechanisms of co-ordination. The
first four are normally defined in an organisation chart and the last two are

incorporated into policies and procedures.
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Systems and Processes: These are the systems and processes that enable an
organisation to get things done from day to day namely, strategic planning systems,
information systems, reward systems and processes and performance management

systems.

Leadership and management style;: This refers to the consistent pattem of
behaviour exhibited by leadership when relating to subordinates and employees in

general.

Staff: This refers to the number and types of employees matched with the type of

individual and group competencies the company needs to meet its strategic purposes.

Resources: The most critical resources are staff, technology and money. These may
include software research and development projects and technology. Particular
emphasis should be made on the way in which the organisation leverages its

resources.

Shared values (organisational calture): This refers to the management of cultural
artefacts and values shared by members of the organisation that make it different from

other organisations and also critical in the successful leading of change.

Strategic performance: This is a derivative of the other ‘S’s above and can be
measured at any level. Financial performance is usually the one measured by

organisations.
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The non-alignment of change strategies to the vision may be the cause of failure of
many change efforts. Once the organisation has achieved alignment, it should be
monitored and monitoring alignment is tantamount to maintaining alignment. The

following section will look at how organisations should maintain alignment.

4.5 MAINTAINING ALIGNMENT

Once strategic dissonance sets in, it leads to a strategic inflection point which should
be recognised in order to bring about alignment. Once alignment has been obtained
then it should be maintained until the cycle repeats itself. Michelman (2005} proposes
the following three best practises in maintaining alignment such as:

¢ Connecting each project to strategy

e Measure and reward

» Wage war on short term thinking

Each practice is explained below as follows:

Connecting each project to strategy: Any project in a company, be it small or big
should advance the company’s goals hence compietion of a project in time and within
budget does not carry much weight if the project has no relevance to the achievement

of the company’s goals (Michelman, 2005).

Measure and reward: Well-aligned firms need to have “metric and reward systems
custom built to support the strategy” (Michelman, 2005:1). This will help to ensure
that any change project supports the strategy because nobody will be encouraged to

continue with a project, which will not be rewarded.
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Waging war on short-term thinking: “The pursuit of short-term gains is the
common cold of strategic alignment efforts; no permanent cure exists, so it keeps
creeping back in” (Michelman, 2005:1). This can best be addressed by allowing
employees to create or esiablish goals which can be broken down into action items
that are continuously monitored on a weekly basis whereby managers will meet with
subordinates. These meetings will help aim to coach subordinates on their progress

(Michelman, 2005).

4.6 Explanation of the models

Literature review on strategy, change management and alignment of the two has been
explored. It is therefore important to devise a model that will be utilised in this
research. The models are composed of theory from the literature review above. The
models to be used in this study are models of dynamic strategic fit: Antecedents and
consequences which were developed by Zajac, et al (2000) and Eight ‘S’s model that
originates from McKinsey 7 ‘S’ model (Higgins 2005). The two models and their

relevance to this research is explained below.

4.6.1 Dynamic strategic fit: antecedents and consequences

This model has been adopted from a research conducted by Zajac, et al (2000) where
it was used to assess fit in many organisations over an extended period of time. It will
be adapted to a cross sectional study to assess an event which has occurred over a

decade. It is argued in this model that, “...organisations face multiple environmental
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and these contingencies suggest a potential tension in a firm that seeks fit between
strategy and environment versus a fit between a firm and its unique competencies. A
problem exists when an organisation moves away from its traditional competencies

because of change in its strategy.
This model serves as an analytical approach that “simultaneously considers how
multiple organisational and environmental factors should affect strategic fit over time,

as well as subsequent firm performance” (Zajac, et al 2000:432).

The following figure named figure 2 will assist in explaining the model:

Environmental Contingencies
(Yarying across organksations
aod time) Actuel Strategic Change
~Generud Environment -Megnitude
Local Environment -Timing
-Direction
L Dynamic Strotegic Organisational
Desirability of Strategic FidMisflt Performance
Chamge » >
- Magnitude
- Timing
- Direction

_

Orguntsational Contingencies
{(Veryiog across orgs and
time)

-Inpul resources

-Throughput competences
-Owverall competencies
-Current Stralegy

Figure 2. A generic model of dynamic strategic fit: Antecedents and

COnsSequences
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This model can be explained in phases as follows:

- The first step entails the definition of a set of organisational and environmental
factors that should theoretically define a strategic fit

- Variation of these factors necessitates strategic change across the organisation
and time

- The comparison of the actual and necessary strategic change determines the
dynamic strategic fit or misfit, which subsequently influence performance of
an organisation.

- Once the strategic fit or misfit has been established it is necessary to identify
whether Strategic Change is needed to establish alignment and if it occurs
what benefits can the organisation enjoy in terms of performance.

Table 1 below will make it easier to explain this last leg of the modet:

Does strategic change occur?

Yes No
_ Beneficial Insufficient
Is Strategic Yes | Strategic Strategic
Change Change
Change (Dynamic Fit) (Dynamic Misfit)
Needed to
Establish
_ Excessive Change Beneficial
Dynamic (Dynamic Misfit) Inertia
(Dynamic Fit)
Strategic No
Fit?

Table 1 Four possible scenarios in the pursuit of dynamic strategic fit
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The four scenarios mentioned above are as a result of the connection between
strategic change, dynamic strategic fit, and organisational performance and can be
explained as follows
- The first quadrant of beneficial strategic change-dynamic fit portrays a
situation whereby an organisation faces a necessity to change as required by
environmental and organisational contingencies and does change as required
by market forces resulting in a performance benefit
- The second quadrant of insufficient strategic change-dynamic misfit represents
a situation in which the organisation faces the necessity to change as required
by environmental and organisational contingencies and fails to change
adequately resulting in a performance detriment
- The third quadrant of beneficial inertia-dynamic fit represents a situation in
which an organisation is not facing any need to change and does not change its
current strategy and enjoys a performance benefit
- The fourth quadrant of excessive change-dynamic misfit represents a situation
in which the environmental and organisational contingencies of the
organisation do not suggest a need for change and the organisation changes its

strategy resulting in a performance detriment (Zajac, et al 2000).
4.6.2 The eight ‘S’s model
This model is going to be adapted to incorporate the relevant areas covered by this

research. This model is normally used to analyse alignment of business processes or

change to strategy.
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4.6.2.1 Strategy and purposes

One cannot begin to explain alipnment of strategy to change without Porter’s Five
forces, value net, triggers of change and SWOT which ultimately lead to the mapping

of business landscape.

i. Porter’s “Five Forces” framework for industry analysis

Industry competitors: In this force the degree of rivalry in an industry in which the
company competes is analysed taking into consideration the following important
points:
e The more concentrated the industry, the more likely that competitors will
recognise their mutual interdependence and rivalry will be restrained,
e The presence of a dominant competitor may lessen rivalry because the
dominant competitor will set industry prices while equally sized competitors,
¢ High fixed costs, excess capacity, slow growth and lack of product
differentiation all increase the level of rivalry,
e Competitors are likely to compete aggressively if they are diverse, attach high

strategic value to their positions in an industry, or face high exit barriers

The threat to entry: The most common forms of entry barriers are as follows:
¢ The scale and the investment required to enter an industry as an efficient

competitor. This can be influenced by the reputations built overtime by
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existing company, fear of retaliation and differentiated products in the

industry.

The threat of substitutes: This depends on the price to performance ratio of the
different types of products or services to which customers can turn to satisfy the same
need. This may include the switching costs such as retraining, retooling, or redesign

that are incurred when a customer switches to a different type of product.

The power of buyers: The bigger the size and concentration of buyers the more
power they have to squeeze industry margins by compelling competitors to either

reduce process or increase the level of service offered without recompense.

The power of suppliers: The bigger the size and concentration of suppliers the more

power they have to over buyers, in this case companies to accept higher prices.

ii. The Value net

The concept of value net emphasises the cooperative dimension to the competitive
forces approach and is the mirror image of competitors. On the demand side they
increase the buyers willingness to pay for the product and on the supply side they

decrease the price the suppliers require for their inputs
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iii. Mapping Business Landscape

The company should identify relevant players with a direct impact on the
company’s business model namely, Porter’s five forces and the compliments
of the value net
Relationships should be mapped based on two approaches such as in
quantitative or categorical terms and mental decision models. The former is
based on power and the latter is based on the understanding of the relationship.
Both of these approaches need large chunks of information about the external
environment taking into account the co-operative relationship and anticipation
of changes such as:

o Market growth,

o Evolution of buyer needs,

o The rate of product and process innovation,

o Changes in the scale required to compete,

o Changes in input costs and

o Changes in exchange rates

o Triggers of change as discussed in the change section should also be

taken into consideration

Once players have been identified and relationships mapped a strategist may
decide to adjust or adapt the strategy to the business landscape to achieve an
external fit. A business might also have an opportunity to shape the

environment to ils own advantage.
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iv. SWOT analysis

A company also needs to look at its internal strengths and weaknesses to carry out a
strategy. These include core competencies and capabilities. The external threats and
opportunities cannot be ignored. Substitutes, new entrants and competitors always

pose a threat to the business.

Once the strategy and purpose of the organisation have been analysed the structure of
the organisation should follow suit as it plays an instrumental role in the support of

strategy.

4.6.2.2 Structure of an organisation

The organisation chart of an organisation should include jobs, the authority to do
those jobs, grouping of those jobs in a logical fashion, the manager’s span of control.

Mechanisms of co-ordination are described in a company’s operating policies and
procedures and they would include issues such as authority to delegate to
organisational units and managers, product versus function or put differently one

would think of centralisation versus decentralisation or mechanistic versus organic.

4.6.2.3 Systems and processes

The researcher will look at information systems, performance management systems

and reward systems that make it possible for the organisation to carry out its day to

day functions.
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4.6.2.4 Style of leadership and management styie

This is a consistent pattern of behaviour exhibited by leaders when relating to
subordinates and other employees. In this research the leadership style is going to be
adopted in the context of leadership role during change in organisations. Kotter’s
eight steps to transformation model, Kurt Lewin’s model and the Spiral Models will
be incorporated in this section to establish whether the change that took place was
first order or second order change and whether all phases in Kotter were followed if it
was second order change and how it was done in terms of adhering to phases in the

models.

Kotter’s phases as discussed above should all be implemented if the business needs to
cope with a new, more challenging market environment. The spiral model is
important if the business needs to gradually change and Lewin’s model is important if
the business would like to change by encouraging positive attitudes and discourage
negative attitudes. These models sometimes overlap because a gradual change might

turn into a disruptive change depending on environmental influences.

4.6.2.5 Staff

The number and types of employees and their competencies is important and how

they assist the company to carry out its strategy.
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4.6.2.6 Resources

A company needs resources like technology, money and staff to achieve it’s
objectives. These resources will help the company achieve its objectives unless the

company uses them well to achieve competitive power.

4.6.2.7 Culture

These are the shared values (hat make the company different from other companies.
Some values are embedded in policies and procedures of the company, some are
unwritten beliefs and some reflected on cultural artefacts. The theories of Schein
(1990) and Struwig and Smith (2002) will form the basis of this research on culture.
The definitions of culture by Schein (1990:111) as a pattern of basic assumptions
invented, discovered or developed by a given group, as it leams to cope wilh its
problems of external adaptation and internal integration, that has worked well enough
to be considered valid and, therefore is to be taught to new members as the correct

way to perceive, think, and fee! in relation to (hose problems.

Observable artefacts: The researcher will try to establish the meaning behind the
observable artefacts by asking participants, how the why and how it evolved. This
will include the physical layout, dress code, the manner in which people address each
other, the smell and feel of the place, it’s emotional intensity to records, products,
statements of philosophy and annual reports. These reports include the reports such
as Black Economic Empowerment, Employment Equity and Skills Development and

Human Resources policies.
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Values: The researcher has interview the participants to bring to the surface the
inconsistencies between what is observed in observable artefacts above and what is

claimed.

Underlying assumptions: Once the values are established it is very easy to establish
the underlying assumptions, meaning the actual perceptions thought processes that
that result in certain behaviour and thought processes.

Struwig and Smith (2002:22) categorised culture into four pillars and the researcher
will use these four pillars to measure the extent to which these four pillars arc

observed in aligning culture to changes in strategy.

Power culture: The researcher will try and establish the extent to which the power
rests on the central figure and if that is in line with observable artefacts. Role Culture:
The researcher will try and esiablish if the culture of an organisation is built around
defined jobs, rules and procedures. lts strength rests on specialities with little
management span by management. That will determine if the company is

bureaucratic, slow to change even if the need arise.

Task culture: The researcher will check the extent to which the company is project
oriented, characterised by a matrix structure and easily adapiable. Influence within
the firm is based on expertise rather than on personal authority.

Person Culture: The researcher will check the extent to which the organisations exist
to help the individual rather than the individual helping out the organisation. Doctors,

dentists and architects are types of this culture.
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The researcher will be able to establish the type of culture of the organisation from the

questions that will be raised and addressed.

Strategic performance: The researcher will be able to establish whether the

company benefits from its strategy. Alignment of change to strategy results in good

economic performance. This will be measured by way of financial statements.

4.6.2.8 Summary of the Eight ‘S’s model

This summary incorporates all the sub models that will be utilised in order support the

‘S’ model and make it complete.

Strategy and purposes
- Potter's five forces of strategy
execution
- Mapping business landscape and
triggers ol change
SWOT

Structure

Jobs
- The authority to do those jobs

- The grouping of jobs in a logical fashion
into departments

Manager’s span of control and



Culture

Systems and processes
Strategic planning
systems

Performance

mananemaenl ducterme and

Style of lcadership and
management

reSources
- Money

-Technology
- Staff

Management role during
change as reflected in
Kotier. |.ewin and Snirnl

Number of staff
- Typesofsalf
- Experience of
stafT

Schein's model on  culturc
analysis incorporating Black
Econromic empowerment,
Employment Equity and Skills
Development and Policies

Struwig and Smith’s model on

culturc analysis
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Strategic performance
- Achicvement of strategic

goals

Financial pcrformance

Balanced scorecard

Figure 3 Eight ‘S’s model of strategy execution

4.7 ALIGNMENT OF CHANGE MANAGEMENT TO STRATEGY BY

SOUTH AFRICAN COMPANIES

The change that has taken place in South African organisations will be the point of
departure in this section. Some companies have recognised the change that has taken
place in the country in general and have embraced it. According to Quinn (1996),
when leaders recognise the need for change they have to make a choice between slow

death or deep change.

He describes slow death as the pervasiveness, violation of trust and ultimately bumout
associated with ignoring the need for change and loosing internal and external
alignment. Deep change is described as change that is not incremental in nature,
requires one to think out of the box and is discontinuous with the past (Quinn, 1996).
“If an incumbent’s top management is able to come up with new strategic intent that
takes advantage of the new industry conditions, it can traverse the valley of death and
enter a new era of profitable growth. Otherwise it continues to survive with severely

reduced performance prospects, or dies” (Burgelman and Grove, 1996:10).



94

It is very important that companies recognise the divergence between what currently
happens in a company and actions of managers (Burgelman and Grove, 1996). This
will enable companies to determine whether to opt for deep change or slow dearth.
Some companies opted for deep change rather than slow death because the reality is
that everyone has to deal with the fact that South Africa is a changing country that
requires new ways of thinking. Some examples of these South African companies
that have undergone successful change are ABSA, Telkom, and Eskom. This
research has focused on the analysis of the alignment of change management to
strategy at Eskom, which is one of the South African Organisations being led by

South Afncan leaders.
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CHAPTER 5

APPLICATION OF THE MODEL OF STRATEGIC FIT TO ESKOM

5.1 INTRODUCTION

In this chapter the models discussed above will be applied to Eskom. These models

will be customised to this research and will be used respectively as follows:

- A generic model of dynamic strategic fit: Antecedents and consequences

- Eight “S” model of strategic change.

These two models have been explained above in detail and how they will be utilised.
The survey questions and the interviews will be formulated in compliance with the

models and to solicit any information that may be lacking from the secondary data.

5.2 APPLICATION OF THE GENERIC MODEL OF DYNAMIC

STRATEGIC FIT: ANTECEDENTS AND CONSEQUENCES TO ESKOM

In an interview with the Chairman of Eskom, Mr Khoza which was conducted by
Mangaliso and Nkomo (2001), they state that Eskom is a South African state owned
electricity utility which has 24 power stations with a nominal capacity of 40,585
megawatts and is one of the lowest cost producers of electricity in the world. Eskom
supplies 95% of the country’s electricity requirements. In that interview, “Mr Khoza

talked about Eskom’s role in the transformation of South Africa and its Strategic
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intent to be the pre-eminent energy and related services business of global stature”

(Mangaliso & Nkomo 2001 :8).

In this analysis the researcher will highlight important factors that emanated from the

interview which will help direct the research.

5.2.1 Environmental contingencies

Tosi and Slocumn (1984) argue that organisations that come into terms with their
environments survive, adapt and are effective. Environments in which organisation
exist are differentiated into general environment and local environments and the
research will identify components of the general local environment at Eskom.

Mr Khoza differentiated between the Micro and the Macro environments in which
Eskom exists. The research considers the Macro environment to be the general

environment and the micro-environment to be the local environment.

5.2.2 General environment

Eskom is operating in a global environment and therefore faces competition at the
time from Enron and EDF of France. Social delivery was also very important for the
company and at the time had to forgo 20 to 30 % of capacity to enable independent
competitors to enter the market. This is done with an aim to create a major
corporation on African soil that can compete against the best in the world. This was
coupled with offering electricity in very larpe measures to the African nation.
Therefore, global competition and a challenge to meet social delivery are the two

components identified at Eskom.
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5.2.3 Local environment

The components of the local environment Mr Khoza says that, South Africa under
apartheid was characterised by politics of suppression of Black people. At an
economic level it was characterised by economics of exclusion of Black people and
the challenge was to transform all that. This was necessitated by the transformation
that is taking place in the South African environment. The transformation to meet
changing environmental conditions can only take place inside the organisation and

hence the identification of the organisational contingencies in the following section.

5.2.4 Organisational contingencies

According to Zajac et al (2000) these consists of input resources, throughput
competences, overall competences and current strategy.

Input resources: Mr Khoza put in place leadership and management development of
previously disadvantaged employees which resulted in a management structure that is
totally changed into a diverse structure. The state never had to subsidise Eskom

instead it had to help with hedges for foreign exchange.

Throughput competencies: The chairman used communication and technology to
achieve his goals of transforming Eskom. Mr Khoza said the formulation of a vision
“was a two way process with people criticising both destructively and constructively
and thank heavens, more constructively.” A company called Eskom enterprises helped
to locate all of the non-regulated divisions from the historical Eskom. Eskom
enterprises consist of information technology, telecommunications, and engineering

consulting activities.
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Overall competencies: Overall competencies are the supply of electricity to the vast
majority of the South African population at the lowest cost. Being one of the lowest
cost producers of electricity in the world and transformation of Eskom from being a

parastatal to an independent profitable company.

Current strategy: Eskom’s vision is to provide the world’s lowest cost electricity
for South Africa, and by extension Southemn Africa, and by further extension, Afnca,
for economic development and delivery of high quality of service. The slogan is to

provide electricity for all.

Eskom’s mission is to provide these services in the most cost efficient manner. The
driving objective is that Eskom would like to be the pre-eminent African energy and
related services corporation of global stature. The reason for mentioning the mission
and vision while strategy is the relevant aspect is because Eskom’s strategy is to
“harness all of the resources at our disposal, to exploit our competencies and to render
the vision and the mission we have committed ourselves real” (Mangaliso and Nkomo

2001:10) Eskom has adopted Porter’s cost leadership strategy.

5.2.5 Desirahility of strategic change versus actual strategic change

“Variation in organisational and environmental contingencies implies a variation in
the necessity for strategic change” Zajac et al (2000:432). Eskom seems to have
recognised the divergences between organisational factors and environmental factors

and the importance of a necessity to change.
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The actual change that took place was important given the time in which South Africa
was at the beginning stages of democracy and seems to provide fit with the
environment. One hears about the African Renaissance frequently in the media and
therefore the decision to penetrate the African continent provides dynamic strategic fit
between the organisation and the environmental contingencies, however that is yet to

be tested.

5.2.6 Dynamic strategic fit and organisational performance

According to Lee and Miller (1996:732) “Strategic contingency theorists maintain
that an appropriate fit between environment and strategy will resuit in superior
performance.” This performance depends on company goals which might be reflected
as profitability and growth relative to competitors, and/or by satisfied customers and

employees (Lee & Miller 1996).

In terms of Eskom, this was performance in terms of profitability and growth relative
to competitors. “We are running Uganda’s utility for them. They have been in
existence for decades and had never made a dollar in profit. We seconded our
management to go and run it, and in twelve months they turned the company around
and declared a profit.”” This statement is an indication of a successful expansion into
Africa. After 1994 international power companies like Duke Power, Enron and EDF
were nosing around looking for opportunities and could not come into South Africa.
One might assume that because of the low cost strategy of Eskom other companies

experience a huge barrier to entry.
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In terms of satisfied customers Eskom prides itself by providing light to children who
could not read because they had to use self-improvised light and now can read under
electrical light and people who were able to open cottage industries without much
ado. In terms of satisfied employees Eskom also pndes itself of a diverse work team
and an Africa-centered leadership and management style characterised by caring,

compassion, sharing and behaviour that reflects reciprocity.

5.3 APPLICATION OF THE EIGHT ‘S’S MODEL OF STRATEGY

EXECUTION

The eight ‘S’s model is applied to Eskom in order to enable the researcher to gather
information that has fed the researcher into making an informed decision on whether

the change efforts were aligned to strategy.

5.3.1 Strategy and purposes

The strategy section includes aspects of the strategy such as vision, strategic intent,
focus, mission, gaols, strategic choice, analysis of the industry through Porter, triggers
of change, SWOT and mapping business landscape as discussed above and as they
apply to Eskom.

Vision: The vision of Eskom is to provide the world’s lowest cost electricity for
South Africa, and by extension Southern Africa and by further extension, Affrica, for
economic development and delivery of high quality of service.

Mission: The mission of Eskom is to provide the world’s lowest cost electricity to all

in the most cost efficient manner.
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Strategic intent: Eskom would like to be the pre-eminent African energy and related
services corporation of global stature.

Industry competitors: The industry competitors of Eskom according to the case
study are intemnational competitors namely, Duke Power, Enron and EDF of France
New entrants: The industry is very difficult to penetrate because of barners to entry
that are pretty high. Eskom would have to forgo 20% to 30% of current capacity and
make it available to any would be competitor.

The relative threat of substitutes: There are not substitutes at the moment.

The bargaining power of buyers: The bargaining power of buyers is weakened by
the fact that Eskom is the only supplier of electricity. All South Africans who use
electricity use Eskom.

Bargaining power of suppliers: The bargaining power of suppliers has been
established through interviews and has been discussed in the research results section.
Compliments: All companies producing electrical appliances and the nature of
relationship with those companies will be established.

Mapping husiness landscape and triggers of change: The researcher has
established that Eskom is in the energy industry and relevant role players have been
identified through interviews. Eskom has formed partnerships with companies such as
Ariel technologies of Denel, Dalavia of Transnet and Dimension Data and therefore
beeomes impossible for one to call Eskom an elfectricity supplier without considering
all these angles. Alternatively the supplier — buyer chain can help identify these role
players. In terms of geographic scope, Eskom has identified business opportunities in
Africa in general. Triggers of change that have played a role at Eskom include,

globalisation, politics, technology advancement and economy of the country.
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Strengths

South Africa’s sole supplier of

electricity
- Highest barrier to entry
- Involvement of the entire

management structure on strategic
matters
- Employment equity progress
- Skills development progress
- Formation of strategic
partnerships with Denel, Transnet

and Dimension data to create an

Opportunities
- To forgo 20 to 30 percent of
current capacity where generation
is concemed in order to stay
competitive
- Creation of opportunities for
black companies through Black
Economic Empowerment
- Potential to become a continental
player and a global player

- Potential for the formation of

more partnerships

information technology
competence.
Weaknesses Threats
- Being the sole supplier of - Global environment namely
electricity. players such as Duck Power,

Enron and EDF of France
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5.3.2 Structure of the organisation

The researcher has established whether various types of jobs required by the company
strategy are all reflected in the organisation chart. The authority to do those jobs,
grouping of the jobs into departments and the manager’s span of control has also been
established from the organisational chart. It is not enough to put on paper manager’s
authority to do the job without indicating how the manager should exercise that
authority and how employees should behave towards that authority. Therefore, the
researcher established the presence of the mechanisms of co-ordination, which should
be reflected in policies and procedures and whether those mechanisms support the

strategy.

5.3.3 Systems and processes

The researcher has established the existence of systems and processes 10 support the
strategy and whether they do support the strategy. The systems to be established are
as follows:

» Strategic planning systems

o Performance management systems

o Eskom has formed Eskom enterprises, which include information technology

and telecommunications and engineering consulting activities.

5.3.4 Style of leadership and management: This includes the management and

leadership role during change. The models of Kurt Lewin, Spiral and Kotter’s models
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will be applied in this section to establish if the strategy change process reflects all
phases of change as prescribed by the models above. In order to accommodate all the
models above the researcher has created main headings which are able to include all
stages of all the models. These main headings are adopted from Smith and Carstens
(2003) whereby an integrated role competence cluster model which includes the
identification of four key leadership roles, namely, initiator, shaper, monitor and

assessor as discussed above.

Initiator: This includes setting the vision communicating the vision and obtaining
support for it. This encompasses third and fourth phases of Kotter’s eight stages. The
researcher has incorporateed all the relevant phases at this role in order to produce a
complete checklist for the change process that supports the strategy.

o The researcher should establish whether a sense of urgency was created at any
stage in the process of change.

s A powerful guiding coalition which comprised of the entire management
formed at Eskom because Mr Khoza believed that, “You cannot develop a
vision, or even a mission or strategic intent in limbo; you actually have to
work with a team... In essence the entire management structure was
involved.” The top 200 were involved including managers who run Eskom
throughout the country.

e The vision of Eskom is “to provide the world’s lowest cost electncity for
South Africa, and by extension Southemn Africa and by further extension,
Africa for eeonomic development and delivery of high quality of service.”

This vision was created by the entire management structure.
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» According to Kotter (1995) in the communication of the vision, the researcher
will establish whether every tool available to communicate the strategy was
used including but not limited to training, quarterly meetings, electronic
communication, mail, company magazines, memos, media, using the guiding
coalition to spread the news and any other form of communication available to
the company hour by hour. It is stated in the case that a written strategic intent
was circulated to the top 200 managers who were more involved in the

formulation of it and it was a two way process with little resistance.

This has led the researcher to establish whether this was an incremental change
according to the spiral model’s first stage of initiating change (Bridges 2002) in

(Nkomo, 2005a).

Alternatively, the researcher must establish whether the minimum resistance was due
to the application of Kurt Lewin’s unfreezing stage of encouraging people to discard
old behaviours by reducing forces that drive the status quo. Altematively, whether
leadership involved people from the identification, planning and implementation of

decisions that have been mutualiy agreed (Levasseur, 1992).

Shaper: focuses on inducing and reinforcing the change initiative, the development of
employees’ competence and the empowerment of employees to meet the change
requirements. The researcher has incorporated in this role Korter’s fifth and the sixth
phases, the transition to a new state of the spiral model and the movement stage of

Kurt Lewin.



106

Eskom empowered others to act on the vision by targeting an obstacle of
organisational structure amongst others through setting a target of 18% to 20% of top
management structure to be women. Performance appraisal systems were aimed at
evaluating supervisors on the training and development of female managers to
executive levels and supervisors or managers who fai} to deliver are punished and
held accountable and the ones that meet the target are rewarded both at individual
level and at team level. Women with science degrees in engineering were recruited
for training in the United Kingdom in order to explode the myth that women cannot
be in an engineering industry and do well. Resistance is dealt with by engaging the
resistors intellectually and at every tum. The researcher has established whether
short-term wins are celebrated through promotions and recognised celebrations
through interviews which are discussed in the foliowing sections. The inculcation of
these new attitudes is possible through ongoing communication and the researcher has

established if ongoing communication has happened.

Monitor: encompass employee consuitation, the handling of emotional reactions and
the elimination of resistance and conflict. This includes consolidating improvements
while producing still more change and institutionalising new approaches (Kotter,
1999). The spiral model advocates sustaining of momentum. The Lewin model

advocates a refreezing stage once all goals have been reached as discussed above.

The researcher has established whether monitoring stage was reached and how Eskom

engaged this stage. This is reflected in the discussion of research results chapter.
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Assessor: focuses on measuring and assessing change outcomes and the provision of
focus areas for future change initiatives. The researcher has established whether the

change outcomes were measured.

5.3.5 Resources

This is the extent to which the company has adequate resources to meet its strategic
goals. These include, technology, money and staff.

Technology: Through Eskom enterprises Eskom was able to locate all non-regulated
business from the historical Eskom. This included information technology,
communication and engineering consulting activities. Eskom IT, Ariel Technologies,
Dalavia merged to form a competitive IT company. Eskom has got the technology to

turn the company around.

Money: The organisation has been profitable from year one and for the full
seventy-seven years. It contributed to the fiscal well being through the social tax,
meaning the electrification of the outlying areas, which could not afford

electrification. Eskom has the money to meet its strategic goals.

Staff: This is the extent to which Eskom has adequate staff to engage in research and
development and software part of technology and systems such as knowledge
management and organisational leamning. The effectiveness of the resources above

also depends on how the company leverages its resources.
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53.6 Staff

The researcher has established the number, types of individuals and group
competences needed to achieve organisational goals against the actual number and
competencies that exist in the company and whether the latter supports the strategy.
This cannot be separated to the manner in which managers and employees experience
this change. The latter includes the concept of personal transition meaning how
employees view this change including feelings of anxiety, despair, resignation and
despondency to hope, anticipation, emancipation, joy and excitement as discussed

above (Van Tonder, 2004a).

53.7 Shared values or organisational culture

The researcher has established through interviews and questionnaires the values and
underlying perceptions behaviours and feelings which emanate from the observable
artefacts to establish inconsistencies between what is observed and how employees
feel in order to try and identify the actual culture that exist in the organisation as
discussed in the culture section. The Black Economic Empowerment, Employment
Equity, and Skills development policies will form part of the observable anefacts that

will be analysed.
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5.3.8 Strategic Performance

In this section the strategic financial performance of the whole orpanisation has been
analysed. Analysis of the financial statements and whether the organisation’s strategy

goals have been achieved and aligned with change efforts has been conducted.

The two models that form the basis of an analysis of the nominated company have
been applied. The following chapter focuses on the discussion of research design and
methodology whereby the researcher explains the manner in which data has been

collected.
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CHAPTER 6

RESEARCH DESIGN AND METHODOLOGY

6.1 INTRODUCTION

This is empirical research has been carried out by means of a survey administered by
e-mail. There are two ways of collecting research information. They are interviews
and questionnaires. An explanation of the interviews and questionnaires is made
under the measurement section, refer to table E. Advantages and disadvantages of
interviews and questionnaires have also been outlined. Interviews have been
conducted in order to supplement information received through questionnaires. In
this study the secondary data obtained from the case study has been comparcd to
existing practises and organisational policies through questionnaires and interviews as

suggested by (Cooper & Schindler, 2003).

The research is cross sectional, descriptive and qualitative in nature as reflected by the
research questions. Although questionnaires have been used, their analysis has been
done qualitatively. The research design in question has enabled the researcher to
obtain most of the required information in one organisation without having to use

many companies.

It is important to appreciate the following characteristics of qualitative research in
order to understand the process and outcome of this research. Cassel and Symon

(1994:7) list the following characteristics of qualitative research:
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6.1.1 Characteristics of qualitative research

- The focus of qualitative research is on interpretation of data rather than
quantification;

- Emphasis is on subjectivity rather than objectivity;

- There is flexibility in the process of conducting research;

- There is an orientation towards process rather that outcome;

- There is a concern with context regarding the behaviour and situation as
inextricably linked in forming expenence;

- There is an explicit recognition of the impact of the research process on the

research situation;

6.2 RESEARCH METHODOLOGY

This section focuses on the selection of the relevant sample, measurement, data

collection, data analysis and interpretation. The unit of study is Eskom.

6.2.1 Sampling Design

The sample was restricted to senior managers, managers and staff of Eskom. A
stratified simple random sampling has been used considering that the population has
been divided into subpopulations of senior managers, the general staff. The results
have been weighted and combined (Cooper & Schindler, 2003). Staff is inclusive of
employee relations staff, union, supervisors and general staff based at head office in

Megawatt Park, Eastern or Southern Region and Western Cape Region. Sixty
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questionnaires were sent to the sample of general staff. The researcher could not
send to more than sixty as envisaged because of reliance on employees of the
company to forward questionnaires. Direct access to the e-mails of all staff proved to
be a challenge as the researcher was not working for the company. More discussion

of the questionnaires will follow in the data collection section.

Initially the researcher targeted senior managers in particular branch managers who
were involved or are involved in strategy formulation, bowever, the researcher later
decided to interview seven senior managers from various divisions because of the
busy schedules of branch managers and time constraints on the part of the researcher.
These senior managers are inclusive of change managers, human resources managers,
division managers and operational managers. All these managers are influential in
strategy formulation including change at Eskom. “Many qualitative methods allow
the researcher to change the nature of his or her intervention as the research develops
in response to the changing nature of the context...” (Cassel & Symon, 1994:4). As
reflected above the researcher has included Organisational Behaviour Managers as
they arc both advisors and implementers of strategy. Division managers were targeted
because of their involvement in strategy formulation and implementation. Senior
managers in divisions also have a similar function as the division managers but at a

slightly lower level.

6.2.2 Data collection

In this study both primary and secondary data has been used where applicable and has

been collected by means of interviews and questionnaires administered by e-mail
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(Cooper & Schindler, 2003). Secondary data refers to information which can be
obtained from Eskom such as memos, letters, interviews or speeches, laws, financial
statements and labour data. Any information such as relevant newspaper articles and
cases has been utilised in this study. The collection of data and method of doing so is
very important in qualitative research. The researcher followed the following process

in the colleetion of data.

6.2.2.1 Process of collecting data

As a point of departure the researcher analysed secondary data, to be specific, a case
study prepared by Mangaliso and Nkomo (2001). Because of the informative nature
of the case study and its relevance to the chosen topic, the researcher selected Eskom
as the organisation in which the academic research will be conducted. Permission to
conduct an academic research at Eskom was solicited in writing from Corporate Head
Office, Megawatt Park in the office of the Human Resource Director. This was
followed up by further e-mails and telephone calls for a period not less that a month

and a half until a positive response was received.

The unavailability associated with tight schedules of targeted top management posed
a serious challenge for the researcher. This made the researcher appreciate the
realities of the context in which one operates and the flexibility of qualitative
research. “...with respect to organisational research — where we always have to be
responsive to the organisational circumstances — this is crucial: not just in terms of
what we are allowed to do, but also because the fact that we are working in complex

situations means we cannot define exactly what we are interested in or how to explore
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the issue at the outset” {Cassel & Symon, 1994:4). The researcher still proceeded
with collecting data through interviews, questionnaires and relevant primary and
secondary data, however, the target population had to be revisited as has been

explained in the discussion of the sampling design.

Interviews were conducted telephonically with participants in the Southern Region
and Gauteng due to time constraints on the part of the interviewees and interviewer.
Personal interviews with participants in the Western Cape were conducted.
Questionnaires were sent electronically and delivered by hand to the company with
the assistance of the interviewed participants. The instructions were made clear that
the target audience was general staff below the level of senior managers. Some were
returned electronically and some were faxed through. The faxed questionnaires were
captured into the excel spreadsheet with an aim of organising the data in such a

manner that it can be easy to understand and interpret.

According to Cooper and Schindler (2003:324) the researcher can choose to do either
personal interviews or telephone interviews. Personal interviews are whereby a
selected sample is interviewed in person by a trained interviewer whereas in telephone
interviews the selected sample is interviewed on the telephone by a trained
interviewer. A questionnaire is whereby a sample is intercepted or studied via paper
or computerised instrument in central location without the interviewer assistance;
questions may be mailed, faxed, or couriered to be self administered with return
mechanism generally include and or questions may be computer-delivered via
intranet, internet and online services whereby the computer will store and forward

automatically. Interviews are divided into personal and telephone interviews. The
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following advantages and disadvantages of data collection techniques such as

questionnaires and interviews were considered before they were utilised:

6.2.2.2 Advantages and disadvantages of questionnaires and interviews:

Table 2 below, gives a detailed explanation of the advantages and disadvantages of

questionnaires, personal interviews and direct interviews.

Table 2, Advantages and advantages of interviews and questionnaires

questions about  the
survey, probe for
answers, use follow up
questions, and gather
information by
cbservation.

Special visual aids and
scoring devices can be
used.

literate and
functionally illiterate
respondents can  be
reached.

Interviewer can  pre-
screen respondent  to

ensure he/she fits the
population profile

With computer-assisted
personal interviewing
responses can be entered
into a portable
microcomputer to reduce
error and cosl.

coverage without dramalic
increass in Costs,

Uses fewer, more highly
skilled interviewers.

Reduced interviewer bias
Fastest completion time

Betler access to hard to
hard-to reach respondents

through repeated call-
backs

Can use computerised
random-digit dialling

With  computer-nssisted
iclephone  interviewing,
responscs can be entered
directly into a computer
file to reduce error and
cost.

Table 2 Personal interviews Telephone interviews Questionnaires
Advantages Good co-operation Lower cost than personal | Allows contact with
from respondents interview. otherwise inaccessible
. | respondents such as
Interviewer can answer | xpanded geographic | cpog

Incentives may be used
to increase response rate

Often-lowest cost option
Expanded

coverage
increase in cost

geographic
without

Requires minimal stafT

Perceived as more
anonymous

Allows respondents
time to think about
questions

More complex
instruments can be used
such as electronic
communication

Fast access to the
computer literate

Rapid data collection

Respondents who
cannot be reached by
phone may be accessible

Sample frame lists
viable locations rather
than prospective
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respondents

Visuals may be used.

Disadvantages

High costs

Necd for highly trained
interviewers

Longer period needed in
the field collecting data

May be wide geographic
dispersion
Follow-up is labour
intensive

Not all respondenis are
available or accessible

Some respondents are
unwilling to talk to
strangers in their homes

Some neighbourhoods
are difficult to visit

Questions may  be
altered or respondents
coached by interviewers.

Responsc mie is lower
than for personal
interview

Higher costs if
interviewing
geographically dispersed
groups

Interview length must be
limited

Many phone numbers are
unlisted or not working
and directory listings are
unreliable

Some target groups we
not available by phone

Responses moy be less
complete

Ilusirations cannot be
used

Low response rate in

some modes

No interviewer
intervention  available
for probing or
explanation

Cannot be long or
compiex

Accurate mailing lists
needed
Often respondents
returning survey
represent  extremes of
the population

Anxiety among some
respondents

Directions or software
instructions needed for
progression through the
instrument

Computer security
might prevent some
messages going through

Need for low distraction
environment for survey
completion

6.2.3 Measurement

The researcher summarised the contingencies and eight ‘S’s according to the chosen
models in order to form a true perspective of the contingencies and processes
involved at Eskom. Refer to tables A and B. The first set of questions are aimed at
confirm whether the change that occurred at Eskom was as a result of a tension

between the environment and the organisation contingencies which are listed on
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annexure A or the change occurred as a result of willingness of Eskom to change.

These questions will be directed to managers and are listed in annexure B in

appendices.

Proposition 1, which states that, change in strategy of an organisation is associated
with change in the environment of the organisation in order to maintain fit has been
measured by analysing information obtained through standardised set of questions for
interviews. The eight °S’s model which seeks to explain the contribution of the
organisation’s elements to its effectiveness has been applied and is complemented by
a generic model of dynamic strategic fit. Table B in appendices supports this

discussion.

Proposition 2, states that, the match between desirability of strategic change and
actual strategic change relative to magnitude, timing and direction of change is
expected to be positively associated with dynamic strategic fit. This has been
analysed by exploring the gap between desirability of strategic change and the actual
change that has 1aken place. The models mentioned in the first proposition above
have been applied.

Proposition 3, states that, the match between desirability of strategic change and
actual strategic change relative to magnitude, timing and direction of change is
expected to be positively associated beneficial strategic performance. The above
Proposition was tested by means of questions of profitability which were asked to
participants in order to fill the gaps left by secondary data. Analysing balance sheets,
cash flows and income statements of the organisation for the last five years
supplemented these questions. The two models mentioned above are also applicable

to this model.
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One of the key competencies claimed by Eskom is introduction of a diverse
workforce through recruiting and developing staff from the previously disadvantaged
groups. There are interview questions that are asked in this regard and that
information will be supplemented by requesting access to Employment Equity Plan
and Skills Development Plan on the onset of transformation and reports following five
years of transformation. Refer to annexure B in appendices. As proof that this
alignment has worked the organisational performance should display an improvement

in successive years.

Staff survey has been conducted in order to confirm whether staff is aware of the
changes and competencies claimed by management and whether their experiences are

congruent to the claims of management.

Once data has been collected through the survey methods as discussed above, the
researcher looked at data analysis methods. According to Cooper and Schindler
(2003), there are various techniques in which data can be analysed, namely,
exploratory data analysis, improvement and control analysis and geographic
information systems. The researcher has focused on exploratory data analysis,
confirmation data analysis methods and histograms because of their relevance to the

study that is being conducted and the methods are discussed below discussed below.

6.2.4 Exploratory data analysis

Cooper and Schindter (2003) state that the exploratory data analysis is both a data

analysis perspective and a set of techniques. The data itself guides the choice of
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analysis or a revision of the planned analysis rather than the analysis presuming to
overlay its structure on data without the scrutiny of the analyst or researcher. There
various types of the exploratory data analysis techniques, namely, confirmatory daia
analysis; frequency tables; Bar Charts; Pie Charts; Histograms; Stem and Leaf
Displays; Boxplots; and transformation data analysis. The relevant techniques to this

study are discussed individually below.

Confinnatory data analysis: In order to understand this form of analysis one has to
compare it with the exploratory data analysis whereby the exploratory data analysis
takes any form and can be likened to police detectives and the confirmatory data
analysis can be likened to the judges. Therefore without information having been
gathered the confirmatory data analysis cannot be used as it explores the validity of

existing information.

Histograms: This is a conventional solution for the display of interval ratio data.
Histograms are constructed with bars that represent data values where each value
occupies an equal amount of area within the enclosed area. This is found to be useful
by various analysts for two reasons namely; histograms display all intervals in a
distribution, even those without observed values. Secondly, histograms examine the

shape of the distribution for skewness, kurtosis and the modal pattern.

This chapter has helped to clarify methods for the interpretation of data which has
been collected. As mentioned previously, in exploratory studies the data sets the
method in which data will be interpreted. This data is in the form of research results

in the following chapter has been outlined in order to enable a good interpretation.
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CHAPTER 7

RESEARCH RESULTS

7.1 INTRODUCTION

This chapter focuses on reporting the research results. The researcher reports the
actual nature of the results. In order to give perspective of the research it is important
to give biographical profile of the respondents because of its relevance to the research.
Following that, a description of the profile of a sample representing general staff. The
researcher has given an outline of relevant information elicited from the participants

through interviews questions and questionnaires.

7.2 BRIEF BIOGRAPHICAL PROFILE OF THE PARTICIPANTS

Participants in this research are senior managers, managers, supervisors and staff in
general including the lowest rank at Eskom. Survey with senior managers was
conducted through personal interviews and managers, supervisors and staff in general
had to answer a questionnaire. The profile of the participants is relevant in that it
shows their level of exposure, involvement and experience in strategy formulation
including change that has taken place in the organisation. The reasons for conducting
a survey through interviews and questionnaires were to fill out the gaps from
secondary information and to verify some of the claims from the secondary

information. A brief profile of the participants is discussed below.
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7.2.1 Senior Managers

There were seven participants who were involved in the interview survey. Five out of
seven of these senior managers have been involved with the change process from the
beginning and two joined while the change was in process. This sample is
complementary because the ones who started before 1994 were able to give an outline
of the process as it unfolded and the others were able to give an outline as they
observed from the time in which they arrived and are able to constructively criticise

current processes.

The interview questions that were asked were organised in such a way that they can
provide the gaps and were organised according to the propositions in the research.
Reporting has started with the questions and answers as a point of departure followed

by reporting in accordance with the models used.

7.3 INTERVIEW QUESTIONS AND ANSWERS

The researcher has arranged the answers in terms of the nature and number of
responses. There were seven participants in total and the researcher has mentioned

the number of participants per response.

With the following questions the researcher has tried to establish whether the
alignment has been brought about by tension between environment and
organisational contingencies or the company’s willingness to align environmental

and organisational contingencies.
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1. When did Eskom start to supply electricity to the vast majority of South
Africans?

Six participants said that supply of electricity to the poor started prior 1994.
The other participants even believe that electricity was supplied to the
majority since 1944. One participant was not aware.

2. When did Eskom start developing people from the previously
disadvantaged? Was it prior or post 1994?

All participants agreed that Eskom started developing employees from the
previously disadvantaged prior 1994.

3. In your opinion, did Eskem change as required by market forces in terms
of development of the disadvantaged, penetration of the African region
and supply of electricity to the poor? Why?

Three participants believe that the market forces in terms of development of
the previously disadvantaged influenced Eskom. In terms of penetration of the
African countries, four participants believe that the market forces influenced
Eskom while the other two believe the contrary. Two participants believe that
in terms of supply of electricity to the poor and development of the previously
disadvantaged Eskom took the lead. “Eskom started even before the African
National Congress govemment took control.” said one participant. One
participant believes that although Eskom was not forced to change by any law
market forces did play a role. One participant said yes in all facets and could

not qualify her answer.
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What influence did the pew Ilshour relations requirements like
employment equity, and skills development have on your development of
your staff?

Five participants believe that the new labour relations act had a positive
influence because they complemented their strategies and made their vision
quite easy to implement. One participant believed that the new labour relations
in terms of employment equity is tantamount to reverse discrimination. He
stated that, “ever since 1994, only people from the previously disadvantaged
were appointed, my son has finished his studies and he will have to go
overseas to find work.”

What motivated Eskom to supply electricity to the poor?

Six participants believed that Eskom was motivated by profit and in order to
do that Eskom had to collaborate with the government at a political level and
contribute at a social level in order to uplift the economy of the whole country.
One participant believes that the sole shareholder motivated Eskom. “In order
to uplift the economy of the country you have to uplift the poor majority by
providing electricity to small business enterprises for them to grow. If the
poor majority of the country is enabled to grow economically, the economy of
the country is likely to prosper” said one participant. He stood up with

passion and energy to illustrate his answer to the interviewer as follows:

Few Elite
The pyramid will widen at the top as
the poor majority of the country
moves from the bottomn layer to the
. middle and from the middle to the top
4 Middle Class 4 and so is the economy of the country.

/ Poor Majority

~
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6. What value did the transformation from being a parastatal to being a

profitable company add to the economically disadvantaged customers and
previously disadvantaged employees?
Six participants believe that being a profitable company has positive benefits
to the economically disadvantaged customers in terms of social investment
projects to the communities, education and training of employees, low cost of
electricity and future plans of being a direct supplier of electricity. One
participant was not aware of any value added by the privatisation of the
company.

7. Eskom bhas been a major supplier of electricity for a long time with huge

barriers to entry by potential new entrants. Have you managed to forgo
any percentage of current capacity to a small player or a Black Economic
Empowerment company?
Six participants are in agreement of the fact that no percentage has been
forgone to a small player. One participant said that, “the industry demands
huge investments in billions of rands but returns are very slow and no
emerging power company has been able to meet the financial requirements.”
And one participant is not aware of any percentage of the company that has
been forgone to a small player.

8. So far have you experienced any threat of substitutes?

All participants said that Eskom does not have any threat of substitutes.

9. Since you are the major supplier of electricity you must bave major
suppliers. To what extent has your decision to force some suppliers to
form partnerships or forgo a certain percentage to Black Economic

companies has been influenced by their bargaining power?
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Six participants agree that suppliers do not have a bargaining power. There is
a clear policy on Black Economic Empowerment. One participant believes
that some do but not ail of them.

Are there any cooperative alliances you have formed with any of the
companies that influence the use of your electricity or role players in the
industry whether national or international?

Five out of seven participants believe there are alliances of a co-operative
nature. One cited an example of research partnerships, the other participant
cited alliances with overseas companies. Two participants could not answer
the question.

Besides heing a continental player, have you explored any opportubities
of becoming a global player as an example, penetration of the United
States of America or other countries?

Five participants said the focus is on Africa at the moment and with other first
world countries Eskom only offers power related services. Two participants
could not answer the questions.

The purpose of the following questions was to estahlish whether there was
an actual match between desirable change and actual change which has

resulted in a dynamic strategic fit or misfit.
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Magnitude

1. If you were to rate the effectiveness of communication by leadersbip

during the transformation out of ten from 1994 to 2005, how would you
rate it?
Three out of seven participants said the communication at Eskom is excellent,
giving eight and nine out of ten. Three participants gave seven out of ten
citing a room for improvement, not preparing people and not being too vocal.
One participant said not more than five because communication is not as
rigorous as it was when the vision was first communicated.

2. Has your communication strategy changed over the years? If yes, to what

extent?
Five out of seven participants said that Eskom’s communication strategy has
changed for the better because of continuous communication. one believed it
has deteriorated and one believed that the strategy has changed only
methodology has changed but not the strategy.

3. Have you encountered any resistance during your transformation? If yes,
what was the nature of resistance and how does leadership deal with staff
whether in senior management or union members or staff in general that
resist change?

Five participants said there was some resistance which management has been
able to deal with through the processes and procedures put in place and
communication in the form of negotiation. Two participants do not think there
was any resistance. One participant even said, “the process of transformation

has been conducted with dignity, thanks to Mr Khoza, people were told that



127

the process is going to take about ten years and was planned and properly
implemented unlike other companies, like the City if Cape Town where

employees are simply told to leave sometimes.”

. To what extent is the structure of Eskom centralised and to what extent is

the centralisation a barrier or enabler to the way of doing business in
terms of your experience and feedback you receive from the hrancbes?
Overall participants believe that Eskom is not centralised, however, corporate
head office sets the tone and divisions need to align their policies with
corporate head office. Sometimes this can serve as a barrier in doing business.
. Are there any policies governing the mecbanisms of co-ordination in place
and are they strictly adhered to?

Six participants said that there is mechanisms of co-ordination in place and are
adhered to. There are ongoing audits to check adherence. One participant said
only few policies are strictly adhered to.

. To what extent are your strategic planning systems and performance
management systems adding value to your strategic goals?

Participants believe that the strategic goals are enhanced by the strategic
planning systems and performance management systems.

. To what extent did the Eskom IT company that was formed as a result of
the merger of Eskom IT, Ariel Technologies, Dalavia contributed to the
ease of transformation and achievement with relative ease the set strategic
goals of Eskom?

Four participants believe that Aravia.con has stifled the achievement of
strategic goals with relative ease. 2 participants said Aravia.com is effective

and one participant could not comment
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Timing

1.

In your opinion was the timing of change at Eskom informed hy
transformation of the country?

Four participants said Eskom was a leader in transformation and therefore was
not influenced by the transformation of the country instead it is the other way
round. Three participants believe that Eskom was influenced by the
transformation of the country.

Do you think the time in which change took place was good?

Panticipants said the timing was good.

Is transformation at Eskom a continuous process or a process informed
by projects with a starting and finishing time?

Participants said change at Eskom is continuous, also informed by projects and

sotmetimes tiresome because of ils continuous nature,

Direction

Has Eskom managed to form strategic alliances with emerging power
companies?

Five participants said that there are no partnerships because there are no
emerging power companies in South Africa. One was not sure and one
mentioned countries in Africa.

In your opinion is the direction of the company well communicated to

staff? How?
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All participants said the direction of the company is well communicated to
staff.

. Is that form of communication still ongoing in order to maintain
alignment of strategy to the future?

All participants indicate that communication at Eskom is ongoing for
maintenance of change that has taken place.

Is Eskom considering any future possibilities of penetrating the global
market?

Most participants said Eskom only focuses on Africa as per the strategic intent
except for one participant who does not know.

. What is your staff complement?

Overall staff complement at Eskom is +_30 000.

. What types of skills do you need from individuals in order to acbieve your
organisational goals? In your opinion do you have all the types of
individuals?

Five participants indicated the shortage of skills as a result of trained staff
being poached by outside companies who want people that are trained already.
Two participants believe that there are enough individuals who meet the

required skills.

Do you have enough staff in the following fields?
- Research and development
Most participants could not comment or because research and development is

based at corporate head office. Two indicated not, with one saying that, “
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technical staff are conducting research and development, that is how bad the
situation can be” One participant said yes.
- Software part of technology
Three participants indicated that there is enough staff. One said not
enough staff in this category and the rest could not comment or were not
aware.
- Knowledge management and
There are mixed experiences in this field because three participants said
yes, three said no and one does not know.
- Organisational learning
Three participants said yes. One said staff in this field is outsourced and
two said Lhere in not enough staff and one said is not aware.
. Was there any form of consolidation to change that has taken place in
terms of evaluating tbe achievement of your goals before any new change
came about?
All participants indicated that consolidation does happen and one participant
said not enough consolidation was done. “You see change does not stop here
and sometimes people get tired of change.”
. What is leadership doing to maintain the culture that has emerged as a
result of change efforts?
One participant mentioned bonuses when targels are achieved. Another
participant mentioned monthly regional performance targels to measure
progress on set targets.  Most participanls mentioned training and
development, good employment relationships, communication, transparency

and motivation of staff.
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The following questions are meant to evaluate whether the dynamic
strategic fit to be proven above has resulted in a heneficial organisational
performance.

1. Has Eskom’s profitability improved as a result of this transformation?

Four participants said Eskom’s profitability has improved. Three participants

believe Eskom’s profitability has improved but cannot say profitability is as a

result of transformation.

2. Has Eskom grown in terms of increasing its market share in other
countries other than South Africa?

Four participants said Eskom's market share has increased in African countries

and three participants said growth in market share in terms of other countries

is minimal.

3. To what extent has Eskom realised the strategic intent of being the
pre-eminent African energy and related services corporation of global
stature?

Six participants believe that Eskom has achieved its strategic intent, while
one participant believes that a lot has been achieved however a lot has
been achieved but still Eskom still has a long way to go.

4, To what extent has Black Economic Empowerment goals been
realised?

Five participants said Black Economic Empowerment targets have been
achieved. Two participants believe that in the shot term targets have been
achieved, there is still a lot of room for improvement specifically in terms

of the men on the street.
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7.4 SURVEY RESULTS FROM QUESTIONNAIRES,

The target sample to whom questionnaires were sent comprised of junior
managers and stafT at a level lower than that of junior managers. The aim of the
questionnaire was to establish the experiences of staff with regard to change. The
questionnaires were utilised with an aim of validating the claims of management
and to fill out the gaps as required by the models used. According to Anderson
(2002) the company’s words and actions is a critical measurement exercise if a
company wants to achieve alignment. The researcher sent out questionnaires to a

sample of sixty staff.

A response was received from thirty-four participants after several reminders and
extensions for some participants. Nine of the questionnaires could not be used
because some were not fully completed and others were sent back without being
saved and therefore were blank. The researcher decided to take out the gender as
demographic criteria because only a few participants completed that part. In tota)
the researcher utilised twenty-five questionnaires. Participants were required to
select a letter the best suited the statement by placing an X in the relevant block
from the following categories: Strongly agree, Agree, Neither Agree nor
Disagree, Disagree and Strongly Disagree. Each question of the questionnaire
will be discussed separately below. The question will be stated followed by the

nature of responses received.
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7.4.1 Detailed results of the questionnaire

Table 3 below reflects summarised research results which are discussed in detail afer
the table. The accompanying graphs help to reflect the nature of the results which are
reported in detail below. The researcher has divided the questionnaire into two parts.
The first part is composed of questions one to four and the second part is composed of
questions five to twenty two. The researcher has reported the resuits of the

questionnaire in that sequence.

Table 3 is the first part of the questionnaire as explained above. The results of this

first part have been explained below with the help of graphs for each question.

TABLE 3 STAFF QUESTIONNAIRE SUMMARY | ] | | l

Your assistance is hereby requested in this academic exercise of ascertaining whether change efforts at
Eskom are aligned to strategy. Please choose a lefter that best suits the statement by encircling the
relevant letter,

Q. No. [Question|Category Strongly |Agree Nelther [Disagree [Strongly

disagree agree nor disagree
disagree
1 The company’s medium of communication when undergoing transformation can
be characterised as:

1.4 Verbal 13| 8 4| 0 0

1.2 Written 14 10 1 0 0

13 Electronic 14 9 2 0 0

1.4 \Verbal & Electronic 14 7 4 0 0

2 The company's communication approach is usually:

2.1 Coercive 2 2 2 19 0

2.2 Participative 4 14 2 3 0

2.3 Consultative 10 10

3 {Management usually channels information through:

3.1 ISenior Manager 7 16 2 0 0

3.2 [Managers 8 13 2 2 0

3.3 Team leaders 6 13 4 2 0

3.4 Groups 5 1Q 5 5 0
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3.5 Iinformal groups | 2 0 17 5| 1
4 Information communicated by management is information in the following
categories:

4.1 IShould be known 2 11 7 5 0
4.2 Must be known 8 12 3 2 0
4.3 Could be known 3 4 15 3 0
Sub-Totals 112 139 75 45 0
of questions 1-4;

1. The graph below helps to illustrate the responses received on the nature of the
company’s medium of communication when undergoing transformation. The

discussion of this question follows immediately after the graph.

Nature of communication
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Figure 4, graphic illustration of responses on nature of communication during

transformation

Thirteen participants strongly agreed and eight agreed while four participants neither
agreed nor disagreed that the nature of communication is verbal duning transformation

at Eskom. The use of written communication during transformation has been
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confirmed by fourteen participants who strongly agreed, ten participants who agreed
while one participant neither agreed nor disagreed.

The use of electronic communication during transformation has been confirmed by
fourteen participants who strongly agreed, nine participants who agreed white two
participants neither agreed nor disagreed. Lastly, the use of verbal and electronic
communication during transformation has been confirmed by fourteen participants

who strongly agreed, seven participants who agreed while four participants neither

agreed nor disagreed.

The use of all the forms of communication mentioned above has been confirmed by
the majority of participants. Figure 4 reflects a clear iilustration of the statements
mentioned above. Only a few participants could not decide and none of the
participants rejected the use of the forms of communication mentioned above. Follo

wing is a discussion of the company’s communication approach.

2. Figure 5, below helps to illustrate responses on the communication approach during

transformation at Eskom. The responses are reported immediately after the graph.
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Communication approach
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Figure 5, graphic illustration of responses on communication approach during

transformation at Eskom

Following are the responses to question two as reflected in the staff questionnaire
summary in table 3 and illustrated in figure 5. Two participants strongly agreed that
the nature of communication during transformation is coercive, two agreed and two
neither agreed nor disagreed while nineteen participants disagreed that the nature of
communication when undergoing change is coercive. With regard to the participative
nature of communication four participants strongly agreed, fourteen agreed, two
neither agreed nor disagreed while three participants disagreed. Lastly, with regard to
the consultative approach, ten participants strongly agreed that the communication
approach is consultative, ten agreed, five neither agreed nor disagreed and nineteen
disagreed that the communication approach is coercive and three disagreed that it is

participative.
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Only a few participants agreed that the nature of communication is coercive. The
majority agreed that the nature of communication is participative and consultative and
disagreed that it is coercive. Following is a repori of responses on the manner in

which management channels communication to staff.

3. Figure 6, below helps to illustrate responses on the manner in which information is
channelled to staff during transformation at Eskom. The responses are reported

immediately after the graph below.

Methods of chanelling informantion to staff
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Figure 6, graphic illustration of responses on methods communicating

information to staff

Seven participants strongly agreed that information is channeiled through senior
managers, sixteen agreed while two neither agreed nor disagreed. With regard to
communication through managers, eight participants strongly agreed that they receive

information about change from managers, thirteen agreed, two neither agreed nor
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disagreed while two participants disagreed. Six participants strongly agreed that
information is channelled through team leaders, thirteen agreed, four neither
agreed nor disagreed while two participants disagreed. Five participants strongly
agreed that information is channelled through groups, ten agreed, five neither agreed
nor disagreed five while participants disagreed. The use of informal groups to
channel information is confirmed by two participants who strongly agreed, seventeen
participants who neither agreed nor disagreed, five participants who disagreed and

one participant who strongly disagreed.

As it is illustrated in figure 6, Most participants agreed that information about change
at Eskom is channelled through senior managers, managers and few participants
indicated agreed with team leaders, groups and informal groups. The majonty of
participants neither agreed nor disagreed when it comes to channelling of information

to them through informal groups

4. Figure 7, below helps to illustrate responses on the categories in which information
is channelled to staff during transformation at Eskom as per the questions reflected in

table 3 above. The responses are reported immediately afier the graph below.
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Information categories
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Figure 7, graphic illustration of responses on categories of information

channeled to staff

The communication of information that should be known is confirmed by two
participants who strongly agreed, eleven who agreed while seven neither agreed nor
disagreed, five participants disagreed. Communication of information that must be
known is confirmed by eight participants who strongly agreed, twelve who agreed
while three neither agreed nor disagreed, two participants disagreed and none strongly
disagreed. Lastly, three participants strongly agreed that information that could be
known is channelled to staff, four agreed, while fifteen neither agreed nor disagreed

and three participants disagreed.

From the illustration above it is clear that information that should be known and must
be known is communicated to staff while information that could be known is less
channelled to staff because the majority of participants could neither agree nor

disagree.



140

The next section is the second and remaining part of the questionnaire which is
discussed below. This part of the questionnaire is reported with the help of the second
part of the table 3 and the accompanying graphical illustration labelled figure 8.
Results from question five to twenty two are reported and discussed in this part.

Responses for each question have been reported.

TABLE 3 CONTINUATION OF STAFF QUESTIONNAIRE SUMMARY

Q. No.  |Question [Category Strongly |Agree [Neither [Disagree Strongly
agree gree disagree
nor
disagree
5 Information about any potential 9 10 4 1

change in the company is
communicated to all staff on a
continuous basis.

B Reasons for change are clearly 12 5 6 2
explained to staff.

7 (Management style at Eskom can 8 B 4 4
be characterised as caring.

8 Management style at Eskom can 5 8 8 3
be characterised as compassionate.

g Management style at Eskom can 0 18 2 2
be characterised by sharing of
ideas.

10 Management acknowledges and 5 1" 3 5

rewards an extra mile taken by
employees in doing Lheir work in
[some way.

11 Employees acknowledge and 5 10 3 7
reward an extra mile taken by
management in meeting their
needs in some way.

12 The company’s work teams are 13| 5 3 4
characterised by diversity in terms
of gender.

13 The company’s work teams are 12 7 3 2

characterised by diversity in terms
of race.
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14 The company encourages 19 3 3 0 0
development of staff from
previously disadvantaged groups.

15 Eskom has put Black Economic 17 6 2 0 0
Empowerment policies in place.

16 IEskom adheres to its Black 17| 0 5 3 0
rEconomic Empowerment policies
through ils procurement practises.

17 Eskom rewards good performance 7 12 4 2 0
by staff.

18 Eskom discourages poor 9 9 7 0 0
performance by staff.

19 Leadership at Eskom encourages 4 10 5 4 2

celebration of the achievement of
|set departmental goals.

celebration of the achievements of

20 Ll.;eadership at Eskom encourages 6 13 4 0 2
t company goals.

21 Managers support the development] 9 10 3 3 0
of female employees into senior
positions.

22 Eskom leadership encourages the 11 5 7 2 0
development of all its employees.

Sub-Totals| 179| 148 76| 44 4

of

questions

5-22

Totals 291 287 151 89| 14
36% of 36% of 60,4% of J12% of ({% of
responses responses [responses [responses |responses

Figure 8, below helped to illustrate the nature of responses to the statements reflected
in the second section of table 3 above. The aim of this questionnaire is to confirm the

claims of leaders on change as indicated in the interview section and secondary data.
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Change experiences of staff
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Figure 8, Change experiences of staff

5. Information about any potential change in the company is communicated to

all staff on a continuous basis.

Nine participants strongly agreed, ten agreed, four neither agreed nor disagreed

one participants disagreed and one strongly disagreed.

6. Reasons for change are clearly explained to staff.

Twelve participants strongly agreed, five agreed, six neither agreed nor disagreed

two participants disagreed and none of the participants strongly disagreed.

Management style at Eskom can be characterised as caring.

Eight participants strongly agreed, six agreed, four neither agreed nor disagreed

four participants disagreed and three of the participants strongly disagreed.
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Management style at Eskom can be characterised as compassionate.

Five participants strongly agreed, eight agreed, eight neither agreed nor disagreed
three participants disagreed and one of the participants strongly disagreed.
Management style at Eskom can be characterised by sharing of ideas.

None of the participants strongly agreed, eighteen agreed, two neither agreed nor
disagreed two participants disagreed and three of the participants strongly
disagreed.

Management acknowledges and rewards an extra mile taken by employees in
doing their work in some way.

Five participants strongly agreed, eleven agreed, three neither agreed nor
disagreed five participants disagreed and one of the participants strongly
disagreed.

Employees acknowledge and reward an extra mile taken by management in
meeting their needs in some way.

Five participants strongly agreed, ten agreed, three neither agreed nor disagreed
seven participants disagreed and none of the participants strongly disagreed.

The company’s work teams are characterised by diversity in terms of gender.
Thirteen participants strongly agreed, five agreed, three neither agreed nor
disagreed four participants disagreed and none of the participants strongly
disagreed.

The company’s work teams are characterised by diversity in terms of race.
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Twelve participants strongly agreed, seven agreed, three neither agreed nor
disagreed two participants disagreed and none of the participanis strongly
disagreed.

The company encourages development of staff from previously
disadvantaged groups.

Nineteen participants strongly agreed, three agreed, three neither agreed nor
disagreed no participants disagreed and none of the participants strongly
disagreed.

Eskom has put Black Economic Empowerment policies in place.

Seventeen participants strongly agreed, six agreed, two neither agreed nor
disagreed no participants disagreed and none of the participants strongly
disagreed.

Eskom adheres to its Black Economic Empowerment policies through its
procurement practises.

Seventeen participants strongly agreed, none agreed, five neither agreed nor
disagreed three participants disagreed and none of the participants strongly
disagreed.

Eskom rewards good performance by staff.

Seven participants strongly agreed, twelve agreed, four neither agreed nor
disagreed two participants disagreed and none of the participants strongly
disagreed.

Eskom discourages poor performance by staff.

Nine participants strongly agreed, nine agreed, seven neither agreed nor disagreed

no participants disagreed and none of the participants strongly disagreed.
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Leadership at Eskom encourages celebration of the achievement of set
departmental goals.

Four participants strongly agreed, ten agreed, five neither agreed nor disagreed
four participants disagreed and two participants strongly disagreed.

Leadership at Eskom encourages celebration of the acbievements of set
company goals.

Six participants strongly agreed, thirteen agreed, four neither agreed nor disagreed
no participants disagreed and two participants strongly disagreed.

Mapagers support the development of female employees into senior positions.
Nine participants strongly agreed, ten agreed, three neither agreed nor disagreed
three participants disagreed and none of the participants strongly disagreed.
Eskom leadership encourages the development of all its employees.

Eleven participants strongly agreed, five agreed, seven neither agreed nor
disagreed two participants disagreed and none of the participants strongly

disagreed.

As stated in the beginning of this section, the aim of sending out questionnaires was to

validate the claims of management and establish the experiences of staff at large

about change in the organisation. There was one negalive category whereby two

participants strongly agreed, two agreed and there are two who neither agreed nor

disagreed that the company’s communication approach is coercive. Nineteen

participants disagreed with the category. Most participants in the second part of the

questionnaire confirmed the ciaims of management and few disagreed as reflected in

figure 8. Some information has been gathered through the secondary sources as

required by the models used and has been discussed in the following chapter. For a
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summary of interview responses and questionnaire responses, refer to table C and D

in the appendices respectively.

Interviews, both personal and telephonic interviews coupled with questionnaires
provided the researcher with information that enables the researcher to validate the
data through the discussion that follows in the following chapter. Limitations on this
chapter have been noted in the limitation section. The following chapter wili focus on

the interpretation of data, conclusions and recommendations.
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CHAPTERSS

DISCUSSION OF RESEARCH RESULTS

8.1 INTRODUCTION

The data that has been collected has been reduced into manageable size. The
researcher will interpret any data in relation to the extent of alignment of change

efforts to an organisation’s corporate strategy (Cooper & Schindler, 2003).

The point of departure when analysing data will be the discussion of the research
results with particular emphasis to the models of research, interviews, questionnaires,
secondary data and literature review discussed above. The models utilised
complement each other and have been used interchangeably in the collection of data.
The results will be critically discussed according to the models used and information

that has been gathered through secondary sources will also be incorporated.

8.2 CONTINGENCY MODEL OF DYNAMIC STRATEGIC FIT/MISFIT

As discussed in the explanation of the model above, the model of strategic fit seeks to
analyse whether there is a fit or misfit between environmental and organisational
contingencies (Zajac, et al, 2000). These environmental and organisational
contingencies have been identified at Eskom as follows:

General environmental contingencies: Global competition and social delivery. The

transformation of South Africa as a country has opened many opportunities for the
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business. Global power companies have been able to look for potential investments in
South Africa and also Eskom has a challenge of competing globally. As an example
EDF of France, a power company from France, was nosing in South Africa in the late

1990s.

Transformation at Eskom and in South African in general is inclusive of Social
delivery to uplift the standard of the poor majority of South African citizens. This is

one of the mandates allocated to Eskom by its major stakeholder, the government.

Local environmental contingencies: At the local environment Eskom had to deal
with the legacy left by the Apartheid government characterised by politics of
suppression and economics of suppression. Eskom leadership was faced with a
challenge of making staff unlearmn the past behaviours and norms enforced by the
previous government such as, “West is best, to West is just but one way, there are also
North, South and East to choose from” (Booysen, 2005:33). This situation presented

a challenge for Eskom leadership to create strategies, which would embrace diversity.

Organisational contingencies: These are factors within the organisation that are in
continuous interaction with the environmemt. These include, input resources,

throughput competencies, overall competence and current strategy.

In terms of input resources, Eskom had to gather resources for the development of
previously disadvantaged and staff in general. According to Higgins (2005) resources
means the extent to which an organisation has adequate resources to achieve its

strategy. The most critical resources are staff, technology and money. Hedges for
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foreign exchange can be regarded as another input resource from the government

although it is no longer necessary.

In order to see its projects to fruition the company needs a catalyst, which in this case,
communication, technology and staff are the major catalysts with which to carry
Eskom to the next level. Three out of seven participants in the interviews said the
communication at Eskom is excellent, giving eight and nine out of ten. Three
participants gave seven out of ten citing a room for improvement, not preparing
people and not being too vocal. One participant said not more than five because
communication is not as rigorous as it was when the vision was first communicated.
These results can be interpreted as good for Eskom, however, some improvement is

necessary if all change initiatives are to succeed.

According to the first section of the questionnaire the majority of responses indicate
that, verbal, written and electronic communication is utilised; the communication
approach is usually participative and consultative; management usually channels
information through senior managers, managers, team leaders and groups. It is
information that must be known and should be known that is normally conveyed to
general staff. The majority of questionnaire respondents aiso indicated that
management style at Eskom could be characterised by sharing of ideas.  According
to Goodman and Truss (2004) an appropriate method of communication coupled with
timing, content and media are important. Persuasive, active communication and

sharing information about change is important to generate readiness for change.
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Goodman and Truss (2004:218) reflect on the work of Klein, (1996); Johnson and
Scholes (2002) by arguing that, “theories of communication make it clear that
effective communication depends on the receiver hearing the message as intended by
the sender, and the feedback loop enables both sender and receiver to check
understanding...the role of line managers and opinion leaders as lynchpins in the
communieation chain has also been recognised.” Eskom has carried our most of these
suggestions, however, some of the intended recipients either have stopped hearing the
message or the message is no longer clear. These can be regarded as throughput

competences (Zajac, et al, 2000).

Eskom’s overal! competence is being a major supplier of electricity in South Afriea at
a lowest cost. Eskom competes on the basis of low cost strategy with its international
counterparts (Ghemawat, 1999). Transformation from being a public enterprise into a
public organisation having a share capital early in 2002 has led Eskom to become a

profitable company.

The current strategy at Eskom is focusing on their core business of electricity to
maximize shareholder value in economic, social and environmental returns. “Keeping
the lights buming” through optimal utilization and operation of their asset, resource
and skills base. Ensuring the sustainability of the business through balanced financial,
social and environmental decision making. Managing their assets and future capital
investments to ensure adequate electricity supply to meet the needs of the South
African electricity market. Making focused and viable investments elsewhere in
Africa to further the aims of NEPAD while creating the foundation for a continental

business in the long term.
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The organisational and environmental contingencies have been defined and the next
stage is to verify whether the interaction between the environmental contingencies
and organisational contingencies vary to such an extent that there is a desirability of

strategic change.

8.2.1 Desirability for strategic change

8.2.1.1 General environment

Global competition was never a serious challenge in the past, however, in the recent
past Mr Khoza says, “...the world has become a neighbourhood.” Van Tonder
(2004b) refers to volumes of information processed through information technology
which can traverse the globe in seconds reaching multitude of audiences. Coupled
with that challenge Eskom had to look in the transformation of South Africa as a
country. With that came the challenge of providing electricity to the majority of

South Africans which was never the case before.

Nkomo (2005a) reflects on the research conducted by Kriek and Nkomo whereby the
drivers of change in South Africa have been discovered to be the new dispensation
and social transformation and globalisation amongst others. Most participants in the
research believe that Eskom was proactive in doing this because Eskom started
exploring that possibility prior 1994. This was a good business opportunity which
Eskom identified as one participant indicated. Had Eskom failed to identify the

opportunity other power companies in the world would have and Eskom had to be
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proactive.  Therefore, a major change was desired to align changing general

environmental conditions with organizational contingencies.

8.2.1.2 Local environment

Eskom aimed at being a global player, major supplier of electricity in Southern Africa
and developing disadvantaged employees to create a diverse workforce at ail levels.
Interview participants indicated that Eskom has achieved its strategic intent also
indicating that it is a process. Eskom was also aiming at reducing barriers to entry in
order to allow black empowerment partnerships. A goal to forgo 20 to 30 percent of
current capacity to would be competitor was identified but never achieved because of
high barriers to entry. In order for Eskom 1o achieve all the goals mentioned above
there was a need to align its strategy to the local environment, rid the company of
legacies of politics and economics of suppression. The impact of environment cannot
be viewed in isolation from the organisational contingencies because of their

continuous interaction.

8.2.1.3 Organisational contingencies

As discussed above the organisational contingencies have four pillars which are in
constant interaction with the environment. In order to be a global player and deliver
to the vast majority of the South African population, the development of the
previously disadvantaged and employees in general became necessary in order to
increase the human capacity and remove barriers associated with politics and

economics of suppression. Government had to stop putting in hedges for foreign
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exchange, as capital did not seem to be a major challenge. Therefore there was a need
to change focus on input resources in order to achieve the set goals. Most participants
believe that the skills development and employment equity helped to enhance an

initiative that did exist.

There has to be a vehicle in which the input resources are converted into the final
product. A variation between the methods that existed and the required methods was
identified. In order to meet the challenges above there was a need to revise
communication methodology in a drive to Africanise it and to make use of advancing

technology through empowered staff.

In order for Eskom to achieve its overall competency that it has today, Eskom
identified a need to align all the contingencies mentioned above. This need was
identified despite criticisms as mentioned by one of the respondents that, there was a
belief among some people especially, technocrats and engineers that enforcing
affirnative action and Black Economic Empowerment would only compromise the

quality of products.

In order 1o achieve the current stratepy Eskom identified a need to align its business
processes with environmental contingencies. Working towards the core strategy
needed breaking down stereotypes entrenched by politics and economics of
suppression in order to compete globally and meet social demands was key. The
interaction between the environmental contingencies and the organisational
contingencies presented a need for strategic change. The following section focuses on

the actual chanpe that has taken place.
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8.2.2 Actual strategic change

8.2.2.1General Environment

It is good to identify a need for change or new strategy. This does not add any value
if the need is not followed through. A major change took place in terms of penetrating
the Southern African Region and being the sole supplier of electricity at a lowest cost
in the African region and creation of a diverse workforce through the development of

previously disadvantaged.

Formation of a Section 21 company, Eskom Development Foundation that
incorporates social investment initiatives of Eskom, which commenced operations in
1998, was one of the achievements of these identified needs. Eskom contributes 1%

of it profits to this company for purposes of social investments.

Eskom electrified 3.2 million homes by 2005 from 600.000 in 1994 in its strategy of

social delivery and supply of electricity to the majority of the country.

8.2.2.2 Local environment

At the local environment level Eskom has liberated many South Africans by
supplying them with electricity which they did not have prior to South African
transformation. The company changed internally by adhering to employment equity,
skills development and Black Economic Empowerment practices during
transformation of South Africa as a country. Eskom has created a diverse workforce

at alt levels and has utilized communication and technology to actualise its goals.
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So far Eskom has not managed to reduce barriers to entry to allow partnerships with
emerging power companies as projected. One participant explained that, that is due to

the capital needed to start the business associated with low retumns.

8.2.2.3 Organisational contingencies

Input resources: Eskom has made strides in terms of developing the previously
disadvantaged. In terms of gender equity representation, women in management grew
from 5% prior 1994 to 29% and 23% at all levels by 2005. Representation of
previously disadvantaged in terms of race at Eskom has grown to 69% at all levels
and 57,9% at managerial levels. Eskom has been so profitable that Government need
not put in any hedges for foreign exchange. A sample of general staff has confirmed

these claims.

Throughput competencies: Leadership at Eskom has revised the communication
methodology through Imbizo, meaning a meeting with leadership and management
and staff in general with an aim of exchanging ideas and obtaining feedback.
Feedback from the first section of the questionnaires bears testimony to this claim. It
is also an indication of Eskom’s trying to narrow the gap between saying and doing
(Anderson, 2002). Most of the participants such as company magazines and electronic
communication is optimally utilised although few participants do not agree with this

claim.

Overall competence: Eskom has managed to be a low cost electricity supplier

globally. Transformation from being a parastatal to being a profitable company has
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allowed Eskom to plough back the profits into development of its staff by placing
high priority into education and training of staff in order to enable them to build the
organization. “Eskom’s people have built the organisation” (Eskom Annual report,

2005:38).

Current strategy: Economics and politics of suppression have been replaced by
empowerment of staff through training and development to meet the goals of the
organization as prescribed in the strategic intent. Eskom delivers electricity to
millions of poor people in South Africa because of its low cost strategy. A variation
between the desirable strategic change and the actual strategic change determines

whether Dynamic Strategic fit or misfit has been achieved.

8.2.3 Dynamic strategic fit or misfit

The dynamic strategic fit or misfit cannot be measured without establishing the cause

of a desirable change.

8.2.3.1 Cause for strategic change

Although Eskom seems to have changed willingly, there was a tension between the
environment and the organizational contingencies which resulted into a need for
change. Eskom could sense a potential change in South Africa in terms of politics
and had its strategy in place and was marking time. If Eskom was not constrained by
the environment or did not take its tune from the environment the strategy that some
of the participants claim was in place in the late eighties would have been

implemented long before1994. These strategies were implemented from 1991 which
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is a good indication of the fact that there was a good inclination towards
transformation of the country. As most participants indicated, Eskom’s early change
was enhanced by the introduction of labour laws and the implementation became
smoother. The unbuming of the liberation movements and the release of the former
President Nelson Rholihlahla Mandela from jail in 1990 bears testimony to the
statement above. A credit can only go to Eskom leaders because they responded

earlier to the transformation of the country than most South African companies.

8.2.3.2 Variation between strategic desirability of strategic change and actual

strategic change

The variation between the two determines whether there is a dynamic strategic fit or
misfit. In terms of the general environment, Eskom has managed to match the
desirable change to the actual change. Eskom has managed to form partnerships in
the SADC region, namely being a member of the Southern African Power Pool, being
an active participant in the union of Producers, Transmitters, and distributors of
Electric Power in Africa. Therefore, Eskom is an active participant in Africa and
offers energy related services in first world countries and that is testimony to the
achievement of Eskom’s strategic intent. Eskom has not managed to forgo 20% to
30% to a would-be emerging empowerment company as envisaged. That has been
justified by one of the participants who mentioned a huge capital involved in setting

up the business and low returns.

Most participants said Eskom’s communication has changed for the better while some

believe there is still a room for improvement. The latter helps the company against
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complacency. Some participants find technology a barrier to ways of doing business
in particular, Aravia.con. However, communication has been found to be the best too!
in resolving Eskom’s problems. There is also a match between the overall

competence and current strategy of the organisation.

8.2.4 Organisational performance

The proposition that the researcher must prove is whether Eskom the change that has
taken place at Eskom has resulted in a performance benefit. This stage can be equated
with the strategic control stage, which determines the success or failure of a strategy.
A strategy has to be controlled by continuous monitoring of new developments,
evaluating performance and initiating corrective adjustments. This can be done
through budgets and performance indicators for both employees and the company

(Thompson & Strickland, 2003).

Most participants in the interview indicated that consolidation does happen and one
participant said not enough consolidation was done. They did indicate that for every
project there is a business case, which is approved by a committee and continuous
audits are carried out during implementation and after finalisation to check the

effectiveness of projects.

March 2005 is regarded as the best in the financial position of Eskom. The balance
sheet as at 31 March 2005 reflect a debt equity ratio of 0.18 (2003 - 0.30), making

Eskom virtually debt free. The current assets are R31 747m and current liabilities are
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R 21 799m and this is a healthy situation for a company. In 2000 it was a different
case because the current assets were R12 050m and current liabilities were R14 505m.
The profit has been rising in the past five years. Cash flow has also been good. The
years that have reported less cash flow namely 2001 and 2003 show big investments
and financing activities, which pay off the following year. 1t is also not good to have
an abundance of cash flow. It must be invested otherwise it might end up being spent
on non-important expenditure. Profit has been rising throughout the years. Refer to

Annexures B, C D and E in appendices.

Eskom has exceeded it targets on Black Economic Empowerment, Employment
Equity and has realised its strategic intent. An organisation’s performance cannot
only be judged on financial performance only. All the goals that the company sets are

important,

8.3 ANALYSIS OF ALIGNMENT AT ESKOM ACCORDING THE EIGHT ‘S’

MODEL

The contingency model discussed above focuses on the interaction between the
environment of the organisation with the organisation and the actualisation of fit
between the two. The eight ‘S’ models on the other hand focuses on the analysis of
alignment of key organisational factors with strategy (Higgins, 2005).  This model
has been explained above and table B has a summary of the analysis of alignment
according to the eight ‘S’ model at Eskom. The following discussion focuses on the
application and analysis of alignment of Eskom's organisational factors including

change to strategy.
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8.3.1 Strategy and Purposes

As discussed above the components of the strategy are applied.

8.3.1.1 Vision

The vision of Eskom is to provide the world’s lowest cost electricity for South Africa,
and by extension Southern Africa and by further extension Africa, for economic
development and delivery of high quality of service. This vision is in line with
strategic intent, a “big, hairy audacious goal, or BHAG, that is relentlessly pursued by

the leaders of an organisation (Thompson & Strickiand, 2003).

8.3.1.2 Mission

The mission of Eskom is to provide the world’s Jowest cost electricity to all in the
most cost efficient manner. This mission has since been revised and the new mission
reflected in 2005 Annual report states that, Eskom will grow shareholder value by
exceeding the needs of local and foreign customers with energy-related services. This
mission is also in line with the strategic intent because the previous one restricted
Eskom to the world’s lowest cost electricity only, while Eskom also provides services
such as engineering services associated with energy to other countries including first
world countries in the world. Strategy cannot be complete without Porter’s five

forces of industry analysis as discussed above.
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8.3.1.3 Porter’s five forces

Industry competitors: A company should be able to identify the industry competitors.
There are twenty targest power companies in the world. Eskom is ranked number
eleven in the world for generating capacity and number seven by generation sales.
Refer to annexure H for top power companies in the world and the position of Eskom.
The following three are important because they posed a threat to Eskom, as they were
nosing-in after 1994.

- Duke Power,

- Enron and

- EDF of France

New entrants: Eskom has high barriers to entry. One participant indicated that it
takes billions of rands to be in the business of energy generation and returns are very
slow, therefore, it is not easy for Black Economic Empowerment companies to
penetrate the company. Eskom has failed to forgo 20% to 30% of current capacity and
make it available to any would be competitor although that was one of the goals. This
is a convenient failure on the part of Eskom because Eskom needs to survive and

creating competition for themselves is not a top prionty.

The relative threat of substitutes: Substitutes are not a threat at the moment because
Eskom also produces some of the substitutes such as solar energy. Eskom is also
experimenting with producing electricity through wind, biomass gasification
technology, ocean energy, fuel cell, nuclear energy by establishing a safe Pebble Bed

Modular Reactor. All interview participants indicated the lack of threat of substitutes.



162

The bargaining power of buyers: Eskom is a monopoly in South Africa and all
South Africans who use electricity use Eskom; therefore, buyers do not have any

bargaining power, as they cannot be in a position to determine price.

Bargaining power of suppliers: Coal suppliers and suppliers of other required
material and related needs exist. Suppliers do not have a bargaining power because
Eskom has a lot of suppliers that it utilises. 70% of those suppliers are Black
Economic Empowerment suppliers and Black Economic Empowerment targets have
been exceeded over the years. Labour naturally has a bargaining power but because of

continuous engagement the power is seldom used negatively.

Compliments from the value net: There is no evidence of co-operative partnerships
with producers of electric appliances and bodies that indirectly promote the utilisation
of electricity. However, a relationship does exist in that producers of appliances are
persuaded from time to time to convert to electricity because of its convenience and
low cost as indicated by one participant as indicated by one participant. Most
participants were not aware of any co-operative alliances. This is the case because

Eskom is not under any pressure to form these aitiances, as it is a monopoly.

Mapping the business landscape: Role players are customers such as industrial,
mining, commercial, agricultural, redistribution, residential customers locally and
international customers in Southern Africa. Labour and sharcholders such as
government are role players at Eskom. Eskom formed partnerships with IT companies

such as Denel, Dalavia of Transnet and Dimension Data to form Aravia.con. Eskom
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has identified business opportunities in Africa and globally in its efforts to actualise
its strategic intent. Eskom provides electricity in Africa and electricity related
services Globally. Eskom generates, transmits and distribute electricity to consumers

directly or through municipalities.

Triggers of change: Triggers of change at Eskom have been discovered to be
globalisation because Eskom has a ranking among the energy generation companies
of the world as indicated in Table A, Politics have been a trigger for change at Eskom
because of change in government and new legislation. Through technology the world
has become a neighbourhood and Eskom cannot afford to be complacent in this
regard. By uplifting the poor in terms of giving them affordable electricity, Eskom is

contributing to the growth of the economy of the country.

8.3.1.4 SWOT analysis

Strengths

- South Africa’s sole supplier of electricity

- Highest barrier to entry by new entrants

- Involvement of the entire management structure on strategic matters

- Employment equity progress

- Skiils development progress through training and development

- Formation of strategic partnerships with Denel, Transnet and Dimension data to
create an information technology competence.

- Formation of strategic partnerships African countries and NEPAD.
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Weaknesses

- Not being able to reduce barriers to entry to support emerging black
empowerment companies. Lack of a local competitor might create complacency

in the long run.

Opportunities

- To forgo 20 to 30 percent of current capacity where generation is concemned in
order to stay competitive

- Creation of opportunities for black companies through Black Economic
Empowerment

- Potential to become a continental player and a global player

- Potential for the formation of more partnerships in Africa.

Threats

Threats are found in the global environment namely players such as Duke Power,

Enron and EDF of France who once considered doing business in South Africa.
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8.3.2 Structure

8.3.2.1 Types of jobs

The types of jobs required by Eskom range from technical, engineering, financial,
managenial, professional to administrative jobs all the types of jobs exist. However,
from the interviews there were mixed views about the availability of people that meet

the criteria because of continuous poaching of Eskom employees by other companies.

8.3.2.2 Structure of Eskom

Structure of Eskom is neither centralised nor decentralised. Corporate head office is
responsible for leading the organisation showing direction and formulation master
policies. Divisions are fairly autonomous as reflected in annexure 1 has reference.
Most interview participants also indicated that Eskom is not centralised although there
is a head office, divisions customise their policies according to the particular needs of

the division.

8.3.2.3 Grouping of the jobs into departments

Jobs are not grouped into departments instead departments dictate which jobs they

require. A division like generation will require jobs ranging from human resources, to

engineers and technical expertise.
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8.3.2.4 Manager’s span of control

Manager’s span of control varies at Eskom, depending on the complexity of the area.
One senior manager for an example has seven people reporting to her while a

manager in information management has twenty-five people reporting to him.

8.3.2.5 Mechanisms of co-ordination

Managers are guided by policies and procedures which the company has in place.
Eskom has an information overload in that it has about five thousand policies which
are applicable to all employees. These policies are situated at the corporate head
office and divisions develop their own policies which are aligned to the goals of the
organisation and master policies at head office and customised to the operations of the
division. Although one participant indicated that few policies are adhered to strictly,

audits applicable to some areas are done.

8.3.3 Systems and processes

Systems and processes should be aligned to the goals of the organisation and below is

a discussion of the manner in which Eskom’s systems and processes are aligned.

8.3.3.1 Strategic planning systems

The strategy planning at Eskom involves all the stakeholders. It is top down and vice

versa. Leadership at corporate head office visit divisions on a regular basis to discuss
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with managers and staff any potential change and to gather feedback, which they

incorporate, into the final strategy.

8.3.3.2 Performance management systems

The system is objective, clear and automated according to the participants
interviewed. It was also agreed with the union. The performance management
systems suppori the goals of the organisation because they are in line with the

organisation’s goals.

8.3.3.3 Information technology systems

Eskom has formed Eskom enterprises, which includes information technology and
telecommunications and engineering consulting activities. This is in line with the

strategic intent of providing energy related services of global stature.

8.3.4 Style of leadership and management

In order to be able to analyse the style of leadership at Eskom this ‘S’ has been
relevant theory from other models has been incorporated as reflected below. The
leadership roles of Smith and Carstens (2003) have been incorporated in the

discussion below,
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8.3.4.1 Initiator

Change at Eskom was planned for a ten year period and reasons for change were
explained thoroughly to all involved. The change was a type O change in that it
incorporated the feelings of the people and was not completely radical, hence no sense
of urgency was created instead a need for change was communicated and emphasised.
The majority of participants including general staff believe that change was well
communicated, rating communication between seven and nine out of ten and some
cited a room for improvement. The room for improvement cited by some wil help to

guide the company against complacency.

Top two hundred managers from all regions served as a powerful guiding coalition.
All stakeholders, labour and entire management structure were involved. Written
strategic intent was circulated to the top two hundred managers. Leadership visited
the divisions to communicate and explain strategy and gather feedback on strategy.
Hence one responded ranked communication at Eskom not more than five out of ten
because he says when the change started, communication was rigorous and now it has

decreased in magnitude.

There was minimal resistance because stakeholders were engaged and there is
transparency and ongoing communication through group-wise ¢-mail, company

magazines and ongoing communication with leadership.
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8.3.4.2 Shaper

Target of 18 to 20% women in management structure was set to overcome an obstacle
of structure. The target was exceeded because the annual report of 2005 shows 29%
of women in management positions. Responses from questionnaires bear testimony to
this claim as nineteen out of twenty five respondents agreed that managers support the
development of female employees into senior positions. Supervisors were held
accountable for the training and development of females to executive management
through performance appraisals. Resistors were engaged at every turn. Most
interview respondents agreed that short-term wins are celebrated at Eskom through
bonuses awarded to employees on achievement of set company goals. This response
has the support of nineteen out of twenty five questionnaire respondents. However, in
terms of the celebration of departmental goals only fourteen out of twenty respondents
agreed. Departments need to take ownership of the strategy implementation because
an o_rganisation is as good as the department of the employee. There is ongoing
communication through company magazines, electronic communication, verbal and

memorandums.

8.3.4.3 Monitor

All change initiatives are consolidated and audited before any new initiatives are
implemented. Most interview participants indicated that consolidation does take
place at Eskom and is supported by the submission of a business case for each
initiative, which is subject to approval by a relevant committee. Successful initiatives

are monitored through ongoing audits.
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8.3.4.4 Assessor

Change outcomes are measured on an ongoing basis through audits. A business case

for each project and is audited before and after change.

8.3.5 Staff

Staff is very important at Eskom. In the 2005 annul report Mr Khoza says, “Eskom
people have built the organisation.” Eskom Leadership strived to make Eskom the
best company to work for, and that had to be met in the context of full commitment to
employment diversity and employment equity, in particular.

8.3.5.1 Number of total staff

Eskom has a total staff complement of about 29 845 including ail its divisions. This

is indicative of thousands of policies that the company creates.

8.3.5.2 Types of individuals

Eskom values integrity, excellence, customer satisfaction and innovation and hence

the maintenance of the flow of graduates into the organisation.

8.3.5.3 Types of skills

Eskom has managed to attract competencies it requires, however, due to the ongoing

training it provides people are poached and the actual competencies needed might not
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be available all the time. This is due to the time it takes to fill the position and the
time it takes for individuals to beat the leaming curve. There were mixed reactions
from the interview respondents in this part, some indicated yes and some indicated the

poaching of staff by other companies as a barrier in achieving this goal.

8.3.5.4 Personal transition

This is the manner in which employees view change. “Employees who could not
accept change and could not go beyond the stage of anxiety have left the company a
long time ago.” This was a view of one interview respondent. Most participants did
indicate that there was some resistance but management dealt with it through
negotiations and was settled. Goodman and Truss (2004:219) reflects on the work of
Kitchen and Daly (2002) where it is argued that three types of information affects
employees during change namely, *“ what employees must know, including job
specific information; second, what employees should know, including desirable
information about the organisation and, finally, what employees could know,
including relatively unimportant office gossip.” The questionnaire response indicates
that Eskom needs to improve on information that could be known to prevent
resistance and minimise uncertainty. Only seven respondents out of twenty five

indicated that Eskom provides information that could be known.

8.1.6 Resources

These are the resources that the company needs to achieve its goals. These include

technology, money and staff.



172

8.3.6.1 Technology

Eskom IT, Ariel Technologies, Dalavia merged to form a competitive IT company
known as Aravia.con. Although Mr Khoza seems to praise Aravia.con, staff has
mixed experiences about it. Some believe it does not affect them, some believe it is
hampering the business and some believe it has contributed to the achievement of the

organisational goals.

8.3.6.2 Money

Eskom was profitabte from day one, which means it does have the ability to carry out
its initiatives. The balance sheet as at 31 march 2005 reflects a debt/equity ratio of
0.18(2003 —0.30) making Eskom virtually debt free. Annexure B has reference in

appendices.

8.3.6.3 Staff

There were mixed responses from the participants with regard the availability in the

company of staff in the following fields:

Research and development: One participant said the technical staff also do research
and development. This contradicts the project management principles because

researchers should be independent and only focus on research.
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Software part of technology: One participant indicated that staff is outsourced in this
field. There were mixed responses in this part as there are mixed responses with

Aravia.con.

Knowledge management: Mr Khoza remarks that, “one of the greater challenges in
this regard was gaining the ability to discard the industrial mindset and to operate in
the information age. This required a great deal of investments in creating knowledge
workers.” This challenge was achieved through training and changing business

processes and systems.

Organisational learning: Eskom has put in place a Vision E-leaming to train its
leaders. Put differently one would say there is an Eskom college located at corporate
head office with competent facilitators. However, sixteen out of twenty five
questionnaire respondents agreed that, Eskom leadership encourages the development
of all its employees. Although it is the majority there is some room for improvement
in terms of greater awareness of staff on this matter. Therefore, Eskom has enough

staff on organisational learning.

8.3.7 Shared values or organisational culture

8.3.7.1 Observahle artefacts

The researcher has established that Eskom continues to support small, medium and

micro enterprises and large black businesses for the supply of goods and services

thereby contributing to Black Economic Empowerment (BEE). Expenditure on BEE
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has grown from R201m a year in 1997 to more that RiObn in 2005. Eskom has
exceeded targets on employment equity and has Vision E learning to develop its
leaders. Most interview respondents indicated that there is an overload of human
resources policies and procedures and they are adherence is checked through

continuous audits.

8.3.7.2 Values

The values of integrity, caring and shaning are held in high esteem by leadership.

8.3.7.3 Underlying assumptions

These are inconsistencies between what is observed and the feelings of employees.
There were inconsistencies with regard to the Aravia.con. Some participants believed
that the programme hampered their business processes and others believed that it
worked well. Some participants believe that the level of communication has
decreased since the recognition of the vision by staff while Mr Khoza claims to have

engaged staff at all levels.

8.3.7.4 Culture type

Eskom leadership values: Integrity, Excellence, Customer Satisfaction and
Innovation. These are complimented by promotion of employee participation that has
been supported by the questionnaire. Eighty percent of responses from general staff
agrees and strongly agree that management encourages participation of staff and is
caring and compassionate while a few believe that communication is coercive at

Eskom.
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8.3.8 Organisational performance

The proposition that the researcher must prove is whether the change that has taken
place at Eskom has resulted in a performance benefit. This stage can be equated with
the strategic control stage which determines the success or failure of a strategy. A
strategy has to be controlled by continuous monitoring of new developments,
evaluating performance and initiating corrective adjustments. This can be done
through budgets and performance indicators for both employees and the company

(Thompson & Strickland, 2003).

Most participants in the interview indicated that consolidation does happen and one
participant said not enough consolidation was done. They did indicate that for every
project there is a business case, which is approved by a committee, and continuous
audits are carried out during implementation and after finalisation to check the

effectiveness of projects. Refer to Table C in appendices.

March 2005 is regarded as the best in the financial position of Eskom, The balance
sheet as at 31 March 2005 reflect a debt equity ratio of 0.18 (2003 — 0.30), making
Eskom virtually debt free. The current assets are R31 747m and current liabilities arc

R 21 799 and this is a healthy situation for a company. In 2000 it was a different case
because the current assets were R12 050m and current liabilities were R14 505m. The
profit has been rising in the past five years. Cash flow has also been good. The years
that have reported less cash flow namely 2001 and 2003 show big investments and

financing activities which pay off the following year. It is also not good to have an
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abundance of cash flow. It must be invested otherwise it might end up being spent on

non-important expenditure. Profit has been rising throughout the years.

Eskom has exceeded it targets on Black Economic Empowerment, Employment
Equity and has realised its strategic intent. The company’s performance cannot only
be judged on financial performance only. All the goals that the company sets are

important.

8.3.8.1 Financial performance

i. Cash Flow Statements

By March 2005 Eskom had R9 961m in net increase in cash and cash equivalents.
There were big investments made in 2003 which resulted in negative cash flows but in

that year and a positive cash flow in 2005. Refer to Annexure E in appendices.

ii. Balance sheet

In 2000, current liabilities exceeded current assets but over the years that has been
gradually improving. In 2005 the current assets far exceeds the current liabilities and
the latter trend has been consistent in non-current liabilities. Refer to Annexure C in

appendices.

iii. Income statement

Profit has been showing a gradual increase since 2000. Refer to Annexure D.
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8.3.8.2 Strategic performance

The strategic intent has been realised although there is still a room for improvement as
Eskom is aiming to dominate the African region. Eskom has far exceeded
employment equity and Black Economic Empowerment targets. Refer to Annexure F
and J in appendices. The Vision E-learning supports their skills development. Social
investment has been achieved through the Eskom Development foundation, a section
21 company. The challenge facing Eskom is to forgo some capacity to a Skills
Development company. Eskom does not have any co-operative alliances in South

Africa due to it being a monopoly without any threats for substitutes.

8.4 CONCLUSION

The researcher explored the extent to which South African Leaders align change
management efforts to corporate strategy. The organisation that has been used is
Eskom. The researcher made use of two models to prove the propositions. The first
proposition was to establish whether the tension between the environment and the
organisational contingencies has led to a need for change. In order to prove this
proposition the researcher explored secondary and primary data and supplemented
information received by questionnaires and interviews. The researcher concluded that
although participants seem to think that Eskom changed willingly, a tension did exist
between the environment and the organisational contingencies, which resulted into a
need for change. Eskom could sense a potential change in South Africa in terms of

politics and had its strategy in place and was marking time. This is indicative of the
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time in which Eskom started implementing change as per information received from

the participants, primary and secondary data.

The researcher also analysed whether the match between desirable strategic change
and actual strategic change is associated with dynamic strategic fit or misfit. There
was a variation in the local environment between the desirable change and actual
change. This is as a result of failure to reduce barriers to entry. There was also a
variation in terms of the manner in which participants experienced the effects of
Aravia.con. It was not seen as contributing much to the goals of the organisation as
claimed by Mr Khoza. Communication was rated fairly good, however, mention was
made of less preparation of staff for change or not communicating enough. Most of
the goals have been achieved as indicted in the strategic and financial performance of
the organisation section above. Most activities were aligned to the desired strategic
change and therefore created an alignment between the desirable and actual change

that took place.

The researcher has analysed whether Eskom changed as required by the tension
between the environmental and organizational contingencies and as required by its
market forces, whether that fit/misfit which resuited from the match between the
actual and desired change has resulted in an overall performance benefit. The match
between change and corporate strategy reflected in the dynamic strategic fit is
expected to be positively associated with good organizational performance. The
organisation has met most of its goals and most of its “S”s are aligned hence the
indication of a good strategic and financial performance above. If there was no

alignment or the alignment went terribly wrong, the financial performance would bear
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negative testimony. If communication was seriously bad most of the goals that have
been achicved would not have been achieved. Therefore, the researcher can conclude
that most of the goals have been achieved and resulted in alignment of change to
strategy although there is still a room for improvement in terms of variations

mentioned above.

Some of the challenges experienced were the unavailability of target participants due
to their busy schedules. Slow questionnaire responses also posed a challenge. A third
challenge was to have to rely on nominated staff to distribute questionnaires to
respondents because of a lack of access to the e-mail lists of staff members of Eskom
considering that it was not the organisation for which the researcher works. The
researcher followed up on several occasions with the nominated staff. The
participants to the research arc considered to have relevant experiences to change at
Eskom. Due to the constraints mentioned above, the researcher had to exercise
flexibility in order to be able to conduct the research as explained in the section of

limitations.

8.5 RECOMMENDATIONS

Recommendations are stated in bullet point form for sake of clarity and ease of

understanding.

- Eskom should strive to achieve all its set goals. Reducing barriers to entry by
encouraging emerging power companies will create some competition and
help to prevent complacency. However, this should not be a top priority as

being a monopoly works best for Eskom at the moment.
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A survey on the Araviacon effects on Senior Managers and staff in general
should be conducted or education of staff about the value that Aravia.con adds
to their day-to-day experiences is necessary. There is either a lack of
understanding on what Aravia.con provides or whether it is really hampering

the business. This may also be as a result of a lack of communication.

Communication was rated fairly good however, mention was made of less
preparation of the staff for change or not communicating much. Leadership
must find means to prepare staff on any change lest it be seen as coercive.
Leadership training for managers that Eskom has embarked on is supported.
However, training should also concentrate on line managers because although
achievement of goals is celebrated by the organisation few questionnaire
participants see this happening in departments. An organisation is as good or

bad as the department in which an employee finds herself or himself.

Leadership should focus on talent retention strategies. Employees are not
motivated by compensation only to stay in organisations. Ensuring that
departmental managers make life interesting and challenging by celebrating
each little success might help to reduce employee turnover.

Information that could be known can be detrimental in terms of creating
negative perceptions, which ultimately lead to poor performance. Leadership
should always strive to create an environment for ongoing communication.

There should be continuous communication before, during and after the
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change initiative in order to obtain ongoing feedback from employees about

their expenences and feelings.

Although Eskom does not seem to be a centralised organisation, its culture is
characterised by several policies and procedures which apply to every single
employee at Eskom. One interview participant even said there is an
information overload. Leadership should attempt to look at these policies and
streamline them according to business need and guard against a lit of policies
which apply to no one, because employees should be aware of all these
policies and consequences thereof in order for management to be able to

adhere to them.



182

REFERENCES

Ackerman-Anderson, L. & Anderson, D. No date: The Change Leader’s Road Map.
Gauteng: Being First Inc.

http://www.workinfo.com.free/Downloads/239.htm

Accessed on 25/03/2005

Anderson, C. 2002: Strategic Alignment at Royal Bank of Canada. Melcrum
Publishing, 1(10): 8-9.

Bartlett, C. A. & Ghoshal, S. 1995: Rebuilding Behavioural Context: Turn Process
Reengineering into People Rejuvenation. Sloan Management Review/Fall, pp. 11-22.
Bateman, T. S. & Snell, A. S. 2002: Management competing in the new era, 5%%d.
New York: McGraw-Hill.

Boyd, H. W., Walker, O. C. & Larréché ). C. 1998: Marketing Management: A
strategic Approach with a Global Orientation, 3"ed. New York: McGraw-Hill.
Booysen, Lize. 2005: Social identity changes in South Africa: Inuagural Lecture, 23
June 2005. Midrand.

Brown, S. L. & Eisenhardt, K. M. 1997: The Art of Continuous Change: Linking
Complexity Theory and Time-paced Evolution in Relentlessly Shifling Organisations.
Administrative Science Quarterly, March, pp. 1-34.

Burgelman, R. A. & Grove, A. S. 1996: Strategic Dissonance. California
Management Review, 38(2): 8-25.

Cassel, C. & Symon, G. 1994: Qualitative research work contexts. Qualitative

methods in organisational research: A practical guide, ppl-11. London: Sage.



183

Cooper, D. R. & Schindler, P. S. 2003: Business Research Methods, 8"ed. New York:
McGraw-Hill.

Donaldson, L. 1987: Strategy and Structural Adjustment to Regain Fit and
Performance: In Defence of Contingency Theory. Journal of Management Studies,
24(1): 2-24.

Eskom. 2005: Annual Report. Johannesburg: Eskom.

Gagnon, M. A. & Michael, J. H. 2003: Employee strategic alignment at a wood
manufacturer: An exploratory analysis using lean manufacturing. Forest Products
Journal, 53(10): 24-29.

Gavin, D. A. & Roberto, M. A. 2005: Change Through Persuasion. Harvard Business
Review, February, pp. 104-112.

Gimenez, F. A. 2000: Benefits of a Coherent Strategy for Innovation and Corporate
Change: A Study Applying Miles and Snow’s Model in the Context of Small firms,
Blackwell Publishers, 9(4); 235-244.

Ghemawat, P. 1999: Strategy and the Business Landscape: Text and Cases, New
York: Addison-Wesley Longman, Inc.

Higgins, J. M. 2005: The Eight ‘S’s of Successful Strategy Execution. Journal of
Change Management, 5(1):3-13.

Hill, C. W. L. 2003: International Business: Competing in the Global Marketplace,
4™ ed. New York: McGraw-Hill.

Kotter, J. P. 1995: Leading Change: Why Transformation Efforts Fail, Harvard
Business Review, March-April, pp. 88-99.

Jackson, T. 2004: Management and Change in Africa: A Cross-Cultural Perspective,

1*ed. Canada: Routledge.



184

Lee, J. & Miller, D. 1996: Strategy, Environment and Performance in Two
Technological Contexts: Contingency Theory in Korea. EGOS, May, pp.729-750.
Levasseur, R. E. 1992: People Skilis: The need to Change — Problem or Opportunity?
The Institute of Management Sciences, May-June, pp. 115-116.

Luo, Y. & Ho Park, S. 2000: Strategic Alignment and Performance of Market-seeking
MNCS in China, Srrategic Management Journal, September, pp. 142-155.

Mangaliso, M. P. & Nkomo, S. M. 2001: Eskom’s Chairman Reuel Khoza on the
transformation of South African Business. Academy of Management Executive, 15(3):
8-15.

Miles, R. & Snow, C. 1978: Organisational strategy, structure, process. New York:
McGraw Hill.

Michelman, P. No date: Decisions. U.S.;Harvard Business School Publishing.
http://hmu.havardbusinessonline.org

Accessed on 2005/05/30

Mouton, J. 2001: How fo succeed in your Master’s & Doctoral Studies. 1*. Pretoria:
Van Schaik.

Nkomo, S. M. 2005a: Challenges and Issues of Managing Change in African
Contexts. Study guide for MBL 93A-R. Pretoria: University of South Africa.

Nkomo, S. M. 2005b: Global leadership discourse: Proceedings of the American
Society for Training and Development Global Conference, Cape Town, February 2&4
2005. Forum.

Norton, P. 2003: Change: Doing it Differently. People dynamics. Under review

Schein, E. H. 1990: Organisational Culture. American Psychologist, 45(2): 109-119.



185

Smith, H. & Carstens L. 2003: The Influence of Leadership Role Competencies on
Organisation Change Outcome in the Manufacturing Industry in South Africa. South
African Journal of Human Resource Management, 1(10): 45-52.

Struwig, F. W. & Smith E. E. 2002: The relationship between organisational culture
and strategy formulation in South African firms. South African Journal of Business
Management, March, pp. 21-29

Pamell, A. J. 2003: Five Critical Challenges in strategy Making. SAM Advanced
Management Journal. Spring, pp. 15-22.

Oxford Advanced Learner’s dictionary. 1992: Edited by A. P. Cowie, 4™ ed. Oxford:
Oxford University Press.

Quinn, R. E. 1996: Deep Change, 1™ed. Carlifornia: Jossy-Bass.

The Revere Group. No date: Organisation Alignment. United States of America. The
Revere Group.

http://www.reveregroup.com/change/1 12.shtm

Accessed on 25/03/05

Thompson, A. & Strickland, A. J. 2003: Strategic Management concepls and cases,
13 ed. New York: McGraw-Hill.

Tosi, H. L. Jr. & Slocum, J. W. 1984: Contingency Theory: Some Suggested
Directions. Journal of Management, 10(1): 9-26.

Goodman, J. & Truss, C. 2004: The medium and the message: communicating
effectively during a major change initiative. Journal of Change Management, 4(3):
217-228.

Van Tonder, C. L. 2004a:Organisational change: Theory and Practice, 1%ed.

Pretoria: Van Schaik.



186

Van Tonder, C. L. 2004b: Organisational development: purposefuily engaging
change. Management today, September, pp. 20-22.

Farlex, No date: The Free Dictionary. Typology. United States of America.
Hutchinson Encyclopedia

hup://encyclopedia.thefreedictionary.com/typology

Accessed on 24/09/2005

Zajac, E. J., Kraatz, S, & Bresser, R. K. F. 1999. Modeling the Dynamics of Strategic
Fit: A Normative Approach to Strategic Change. Strategic Management Journal,

August, pp. 429-451.



Table A Summary of the contingency model of strategic fit

Desirability of strategic change
due to varlaton between
organizational and
environmental change

Actual strategic change

Dynamic strategic fit
or misfit

Organisational
performance

General environment
Global competition and
Social Delivery

A major change was desired to
align changing environmental
conditions with organizational
contingencies. Eskom had to
change &8s a result of
transformation of South Africaas e

country.

A major change took place in
terms of penetrating the Southemn
African Region and being the sole
supplier of electricity at a lowest
cost in the African region, creation
of a diverse workforce through the

development of previously
disadvantaged.

Formation of a Secion 21
company, Eskom Development
Foundation which incorporates
social investment initiatives of
Eskom which commenced

operations in 1998,

Electrification of 3.2 miliion
homes by 2005 from 600.000 in
1994.

Eskem is a global player by
through striving to actualize its
srategic intent of being the pre-
eminent African energy and related
services business, of global stature.

Although Eskom seems
to have changed
willingly, there was a
tension between the
environment and the
organizational
contingencies  which
resulted into a need for
change. Eskom could
sense a potential change
in South Africa in terms
of politics and hed it
strategy in place and
was lying low waiting
for the right time,

In the general
environment, there is a
match between
desirable change and
actual change.

The researcher has analysed
whether Eskom changed as
required by environmental

and organizational
contingencies and as
required by irs market

forces, whether the fit or
misfit which is as a result of
the match between actual
and desired change, has
resulted in  an overall
performance benefit,

Local environment

Politics of suppression
Economics of suppression

Eskom aimed at being a global
player, major supplier of electricity
in Southern Africa and developing
disadvantaged employees to create
a diverse workforce at all levels.

Eskom was also aiming at reducing

Sole supplier of electricity to the
poor who did not have it prior to
South African transformation. The
company chenged internally by
adhering to employment equity,
skills development and BEE
practices during transformation of

The researcher also
analysed whether the
match between
desirable strategic
change and actuel
strategic change is
associated with




barriers to entry in order to allow
black empowerment. A need to
forgo 20 to 30 percent of current
capacity to would be competitor
was identified.

South Africa as a country. Eskom
has created s diverse workforce at
alt levels and has effectively
utitized  communication  and
technology to actualize its goals,

So far Eskom has not managed to
reduce barriers to entry to altow
parmerships with emerging power
companies as projected.

dynamic strategic fit or
misfit |

There was a variation in
the local environment
between the desirable
change and actual
change. Thisisasa
result of failure to
reduce barriers to entry.

INTERACTION BETWEEN QRGANISATIONAL AND ENVIRONMENTAL CONTIGENCIES

ORGANISATIONAL
CONTINGENCIES

Input resources
Development of previously
disadvantaged and staff in
general.

Capital to carry out projects.

Hedges for foreign exchange.

Threughput competencies
Communication
Technology

Staff

In order to be a global player,
Eskom should deliver to the vast
majority of the South African
populetion. Development of the
previously disadvantaged and
employees in general became
necessary in order to increase the
human capacity and remove
barriers associated with politics
and economics of suppression.
Government need not put in any
hedges for foreign exchange as
capital did not seem to be a major
challenge.

In order to meet the challenges
above there was a need to revise
communication methodology in a
drive to Africanise it and to make

Eskom has managed to develop the

previously disadvantaged. In
terms of  gender equity
representation of women in

management grew from 5% prior
1994 to 29% and 23% at all levels
by 2005, Representation of
previously disadvantaged in terms
of race st Eskom has grown to
69% at all levels and 57,9% at
managerial tevels. Eskom has
been 50 profitable that Government
need not put in any hedges for
foreign exchenge.

Leadership at Eskom has revised
the communication methodology
through imbizo, meaning @
meeting with leadership,
management and staff in general
with an aim of exchanging ideas

The researcher will
analyse whether Eskom
changed to achieve
organizational fit as a
result of a tension
between environment
and organizational
contingencies or
willingly.

In terms of input
resources Eskom has
achieved a match
between the desirable
change end actual
change.

The majority of
participants said
Eskom’s
communication has
changed for the better
although there are a

The match between change
and corporete strategy
reflected in the dynamic
strategic fit is expected to be
positively associated with
good organizational
performance.




Overall competence

The ability to develop and manage
the entire extended electricity
value chain so as to deliver high
quality, low cost electricity using
low grade and scarce resources
such as coal and water in 8
challenging business, social,
natural and political environment.
Transformation from being a
parastatal to profitable company,

Current strategy

Focusing on our core business of
electricity to maximize
shareholder value in economic,
social and environmental retumns,
“Keeping the lights buming”
through optimel utilization and
operation of our asset, resource
and skills base. Ensuring the
sustainability of the business
through balanced financial, social
and environmental decision
making. Managing our assets and
future capital investments to
ensure adequate electricity supply
to meet the needs of the South
African electricity market.

use of advancing technology.

In order to susitain the overall
competence there is a need to align
all the contingencies mentioned
above,

There is a need to align the core
strategy with the environmental
contingencies. Persuading the core
strategy which needs breaking
down stereotypes entrenched by
politics end  economics of
suppression in order to compete
globally and meet social demands.

and obtaining feedback.
Magezines and electronic
communication is  optimally
utilized,

Eskom has managed to be a low
cost electricity supplier globally.
Transformation from being &
parastatal to being a profitable
company has allowed Eskom to
plough back the profits into
development of its stafY by placing
high priority into education and
training of staff in order to enable
them to build the organization.
Reuel Khoza says, “Eskom’s
people have built the orgainsation”
{Annual report 2005).

Economics and  politics of
suppression have been replaced by
empowerment of staff through
training and development to meet
the goals of the organization and
strategic intent.

few leaders who believe
there is a room for
improvement

There is a match
between the desirable
change and actual
change.




Making focused and viable
investments elsewhere in Africa
to further the aims of NEPAD
while creating the foundation for a
continental business in the long
term.




Table B Summary of the Eight ‘S’s model of strategy Execution

Strategy and purpases

Vision Misston Strategic Intent Porter’s fve forces Mapping the business SWOT analysis

The visian of Eskom is to provide the The mission of Eskom is to The pre-eminent African encrgy [ndustry ecampetitors: Inwmegional _aanueuun m:.nnw_uu

world's lowest cost clectricity for South | provide the world's lowest cost and related services corporation of | competitors such as: Role pleyers are customers South Africa’s sole supplier of
Alfrica, and by extension Southemn electricity to afl in the most cost | global stature. - Duke Power, such as industrial, mining, clecinieity

Africa and by further extension Africa, | efficient manner. (2001) - Enronand commercial, agricultural, ~  Highest barrier to entry

for economic development and delivery
of high quality of service,

The key driver is that, Eskom
will grow shareholder value by
exceeding the needs of local and
foreign customers with cnergy
retated services,

- EDF of France, there o more. The
listed ones are the ones tha were
considering coming into South Africa

New entrants:

- High barriers w eniry

- Eskom hes not menaged to forgo 20% to
30% of current capacity to emerging
power companies because of high
barriers to entry. It tekes billions of
rands to be able {0 penewate the energy
indusiry and the retumns and efficieney is
long term,

The relative threat of substitutes:

- Substitutes are not a threat &t the moment
because Eskom also produoces some of
the substitutes such as soler energy.
Eskom is also experimenting with
producing clectricity through wind,
biomass gasificarion technology, ocean
energy, fuel cell, nuclear energy by
estahlishing a safe Pebble Bed Modular
Reactor. The bargaining power of
buyers:

Only supplier of eteciriciry

- All South Africans who use electricity
us¢ Eskom therefore, buyers do not hove
iy bargeining power.

mn-.nb_n_an power of suppliers:

More suppliers to be verlfied, coat
suppliers and labour exist,

- Suppliers do not have a bargaining
power becouse Eskom hos & lot of
suppliers that it utiliscs. Labour
naturelly has 2 bargaining power but
beceuse of continuous ecngagement the
power is seldom used negatively.

Compliments from the value net:

- There is no evidence of co-opermtive
parmerships with producers of electric
appliances end bodies that indirectly
promote the utilisation of electriciry.
However, a relationship does exist in that
producers of appliances e persuaded
from time to lime w convert o electricity
because of its convenience and low cost.

redistribunion, residentinl
customers locally and
international customers it
Southern Africa, Labour
and sharcholders such as
Boverunent are role
players at Eskom.
Formed parmerships with
IT companies such as
Denel, Dalavia of Transnet
and Dimenston Deta 1o
form Areviecon.

- Eskom has identified
business opportunities in
Africa end globally in its
¢flons w actualise its
strategic intem. Eskom
provides electricity in
Africa and electricity
related services Globally.
Eskom generntes, ransmils
and distribute eleciricity to
consumers directly or
through municipaities.

Trigger of change

- Globalisasion

- Politics
Legislation
Technology advancement
Economy

- Involvement of the entire
management STUCTLTE On SLraregi
metners
Employment equity progress
Skifls development progress
through training and developmen

- Formation of strategic parmershi
with Denel, Transnet and
Dimension dma o create 2o
information technology
COMmpetence.

Wenknegses
Not being able to reduce barriers
cniry [o support emerging black
empowerment companies.

Ou_uo_.._.:.__nn-

To forgo 20 to 30 percemt
current cepecily where gencmat
is ¢oncerned in order to §
competitive

Creation of opportunities for hha
companies through Bl
Economic Empowerment
Potential o become a continet
player and a global player

- Potential for the formation of mo
parmerships in Africa.

Threats

- Global ¢nvironment nemely play
such as Duke Power, Enron 4
EDF of France.




Structure

Types of jobs Authority to do those joba
- Swrcture of Eskom is
- Thetypesof neither centralised nor
jobs required decentrelised.
by Eskom Corporate head office is
range from responsible for leading
technical, the organisation
engineering, showing direction and
Financial, formulation master
managerial, policies. Divisions are
professional fairly autonomous.
and
administrative
jobs
- All the types
of jobs exist
together with
people that
meet the
required
skills.

Groupling of the jobs into departments

Jabs are not grouped into departments
insiead departments dictate which jobs
they require. A division like
generation will require jobs ranging
from human resources, engineers and
technical expertise.

Manager’s span of control

- Manager's span of control
varies at Eskom, depending
on the complexity of the area.
A senior manager in
transmission for an example
has seven people reponting to
her while a8 manager in
information management has
twenty five people reponing
to him.

Mechanisms of co-ordination

- Managers are guided by
policies and procedures which
the company has in place.
Eskom has an information
overload in thai it has about five
thousand policies which are
applicable 10 all employees.
These policies are situaied at
the corporate hend office and
divisions develop their own
policies which are aligned o
the goals of the organisation
and masier policies at head
office and customised to the
operations of the divion.

Systems and
processes

Strategic planning systems

- The strategy planning at Eskom involves all
the stakeholders. It is top down and vice
versa. Leadership et corporate head office visit
divisions on a regular basis to discuss with
managers and stff any potential change and to
gather feedback which they incorporate into
the final strategy.

Performance manegement systems

The researcher will establish the
presence of performance management
systems and whether they are in line
with Mr Khoza's cleims and whether
support the strategy.

The performance management systems
suppon the goals of the organisation
because they are in line with the
organisation’s goals. The sysiem is
objective, clear and automated
according to the participants
inferviewed.

Information technology
systems

Eskom hes formed Eskom
enterprises, which include
information technology and
telecommunicetions and
engineering consulting
activities




Style of leadership and management

Initiator

- Change at Eskom was
planned for a ten year period
and reasons for change were
explained thoroughly to all
involved. The change was a
type O change in that it
incorporated the feelings of
the people and was not
completely radical, hence no
sense of urgency was created
instead & need for change
was communicated.

- The powerful guiding
coalition was created by the
top 200 manegers from all
regions. All siakeho!ders and
labour were involved.

- Vision was created by entire
menagement structure

- Wrinen strategic intent was
circulated to the top 200
menagers. Leadership visited
the divisions to communicate
and explain sirategy and
gather feedback on strategy.

- There was minimal
resistance because
stakeholders were engaged
and there is transparency and
ongoing communication
through groupwise c-mail,
company magazines and
ongoing communication with
leadership.

Shaper

- Targetof 18 to 20% women in
management structure was set (o
overcome an obstacle of structure,
The target was exceeded because the
annual repont of 2005 shows 29% of
wOmen in management positions.
Supervisors held eccountable for the
training and development of females
to executive management through
performance appraisals.

- Resistors were engaged at every turn

- Shon term wins are celebrated at
Eskom through bonuses ewarded to
employees on achievement ol set
company goals.

- There is ongoing communication
through company magazines,
electronic communication, verbal
and memorandum.

l

Monitor

- All change inititives are consolidated
and audited before any new initiatives
are implemented. There should be a
business case for each initiative which is
subject to approvel by a relevant
committee. Successful initiatives are
monitored through ongoing sudits.

Assessor

- Change outcomes are measured on
an ongoing basis through audits.




Staff ] |
Types of individuals Group competencies against the actual Personal transition or how employees
Number of totel stafl - Eskom values integrity, Excellence, | competencies needed view change
Custemer satisfaction and - Eskom has managed to attract
- Eskom hasa towl staff innovation and maintains the flow of competencies it rgquires. however, due - Employces who could not accept
complement of about 29 845 into th . th . PR id change and could not go beyond the
inctuding all its divisions. graduates into the organisation. 1o the ongoing training it provides stage of anxiety left the company
people are poached and the actual .
competencies needed might not be long time &go.
available all the time. This wiil be due
to the time it takes to fill the position and
the time it takes for individuals to beat
the learning curve with due
consideration that Eskom believes in
training.
reSources [
Technology Money Staff
- Eskom IT, Ariel Technologies, Dalavia merged - Eskom was pmofiable There were mixed responses from the participants with regard the

to form a competitive [T company known as
Aravia.con,

Although Mr Khoza seems to praise Aravia.con,
staff have mixed experiences about it. Some
believe it does not affect them, some belicve it is
hampering the business and some believe it has
conributed to the achievement of the
organisationel goals.

from day one, which
means it does have the
ability to carry out its
initiatives. The balance
sheet as et 3] march 2005
reflects a debt/equry ratio
of 0.18(2003 -0.30}
making Eskom virtually
debt free. Referto
Annexure?

availability in the company of staff in the following fields:

Research and development, one participant said the technical
staff also do rescarch and development. This contradicts the
project manegement principles because rescarchers should be
independent and only focus on research.

Software pan of technology; one panicipant indicated that staff
is outsourced in this field. There were mixed responses in this
pan as there are mixed responses with Aravia.con.

Knowledge management, Mr Khoza remarks that, “one of the
greater challenges in this regard was gaining the ability to
discard the industrial mindset and to operate in the information
ege. This required a great deal of investments in creating
knowledge workers.” This echallenge was achieved through
training and changing business processes and Systems.
Organisational learning

Eskom has put in place a Vision E-leaming to train its leaders.
Put differently one would say there is an Eskom college located
at corporate head office with competent facilitators. Therefore,
Eskom has enough swfT on organisational learning,




Shared values or

organisational
culture
Underlying assumptions Culture type
Observable artefacts Values These are incon:istencies c bemiccn what is Eskor;'l Ieadcéship va.lu;s: Il:_lcgn'ty, 4
: . . . . . observed and the feelings of employees. There | Excellence, Cusiomer Satisfaction an
Z:i;r:ns:cm:?g;}’#ll!::?::_m the Tntch‘;?iluic:l?ifgll:]:tcs?cl ct:; ;;r;zfdncr:sdh?ﬁmng were  inconsistencies ) \‘with rcg'a:d to the Innovat_ion. These are comgli.mcn.tcd by
- Eskom continues to s'uppo n Araviacon. Some pa.ruclp‘a.nts bFllcvcd tha the | promotion of employee pamclpr.mon Ehm
small. medium and micro programme hampered their business processes ha.s been supported by the questionnaire.
en ter;;riscs and large black and others believed that it worked well. Some | Eighty percent of responses from
businesses for the supply of participm_'ll.s . believe thar the }e\'cl of | general staff agrees and strongty agrees
goods and services thereby communication has _ decreased since the tha.l‘rrfanalgemenl encourages
contributing to Black Economic recognition of the vision by saflf while Mr pasticipation ofsta:ffa.nd is caring and
Empowerment (BEE) Khoza elaims to engage staff at all levels, compassionate \':l'hlle a f'ew believe that
Expenditure on BEE l:las growm communication is coercive at Eskom,
from R201m a year in 1997 to
more that R10bn in 2008.
- Eskom has exceeded targets on
employment equity and has
vision E leamning to develop its
leaders,
- HR policies and procedures
There is an overlond of HR policies
and procedures and they are
edherence is checked through
continuous audits.
- Mansgement has enclosed
offices and general staff stay in
cubicles.
Strategic
performance

Financial performance

Cash Flow Siatements

By March 2005 Eskom hed R9
961m in ne1 increase in cash and
cash equivalents.

-  Balance sheet and
- Income statement,

Strategic performence

The researcher will establish whether the
strategic goals were achieved through the
analysis of the above.




Table C Intarview questions and answers

Page 1

With the following
questions the researcher
will try and establish
whether the allgnment
bas been brooght about
by tensicn between
environment and
organlsational
coatingencies or the
company's willingness
align environmental snd
organliatianal

Senfor manager

contingentles. 1 Senlor manager 1 S ger 3 Seoior ger 4 Senlor mansger 5 Senlor manager 6 | Senior manager 7 C on
In 1991 ar 1992, Feasibility
studics on informal
Eskom styied | She pleced it on record electricity were conducted. Six poricipants belicve
with an that she hns been with the Chaltengss of reluctance to that supply of electricity
electricity for all| company fora yearnnd | Eskom is 81 years | eccept change by both w the poor staned priot
pFrojeet in 1992 might not be able to old ond it smned cemmunity lepders and  {Eskom started Prior 19594, 1994, The ather
and in 1993 ARTWeEr $O0MME questions providing some Eskom manngers were] In 1994 [ would eay we participants even belicves
I. When did Exkorn sian supply of spon on. | think tha electicity to the | expetienced umil & point of faned gaining that clectricily was
to supply electricity to the| electricity to the | transformation at Eskom | vast majority of | compromise wos reached |momentum &3 you can sec 1 was personally supplied to the majority
vast majority of South vani majority | started ed abowt 1993 or | South African nred informal serilement in the clecticification | involved. The project since 1944, Omne
Africans? started. 1994, twenty years lnier. electrified. graph. staried in 1993, Not aware participant is nol aware,
2. When did Eskom start Prior 1994, axtually All participants sgreed
developing people from it strateted in 1986, | Prior 1994. Eskom educated] that Eskom swried
the previously In 1986 there was & bots saff nnd the developing emplayecs
disadvamnged? Was it |[1was prior 1994, Approximately in 1991 to|plan put in place by|  community en Eskom'’s Priot 1994. Eskomasct |[1was prior 1994 and i from the proviously
prior of post 19947 | actually in 1993 1992 the then chairman goals, themsclves tarpets, cscalated in 1995, Prioy 1994 disadvantaged prior 1994
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an important thot Exkom was
stakcholder, inftuenced by the market
BOVCTITETIE, In tcrms of the forces in termi of
Transformatio development of the developmen of the
war required by disadvaniaged previously disadvantaged.
govemment. Eskom took the In terms of peretration of]
There was also 8 lead 1o terrms of the Aftican counries,
need to embark the peretration of Four participants belicve
in projects in the alrican region Yes, Eskom changed thai Eskom was
3, In your opinion, did Africs and Exkom responded | Definitely, Eskom started 03 required by the influcnced by the market
Eskom change as required]  African peaple to market firces. even before the ANC markel forces in et forees while the other two)
by market forees in terms | had to be brought In terms of govermment recommendad | Eskom was not really three. This was believe the comrary, Two
of development of the | in a1 they were supplying changes. Eskom identified o | influenced by the market | significam in terms of panicipams beticve (hat
disachvantaged, going 10 electricity to the | market from the previouly |forces, Eskom started out} development of black in wrm of supply of
penctration of the African| understand ways |  Yes, because of the poor Eskom is the | disadvantoged communitics | of is own to do thatend | women who used to electricity 10 the poor and
region end supply of of conducting | pressures brought about | only company that with o justification of of couse, the market | collect wood in arder development of the
electricity to the poar? | busincss inother| by changes in South could provide | starting &t the fonmdation of | forcescouldmmbe  )to have cooking energy previouly
Why? Alfrican Afriea electricity. the economy, the poor. ignored. ot fire, Yes, disadadvantaged Eskom Paege 2
rd
In the new labour the new |abaur relations
relatiom the | Because of Labour relations, it provided the act had e positive
requircments were there if reverse Labour relatioms framework to appoim influrnce because they
well defined, discriminatiot a1 Eskom, | requirements imznsified |on potental cather than| complernented their
4, What influence did the consistent and was | Ever since 1994 only people | effarts that were in place.| experience. Some strategics and made their
ncw |abour relations It was significamt. Eskom| an empowering |from the disadvantaged werelEskom set u target of 50%{  peopic in pamicular vision quite casy Lo
requircments like wamed w do the right legislation for appoinied inwo vacant 10 have blncks m whites were Does not have any implement. One
employmem equity and thing quite carlicy and the | employers in that it| positions and also targried | manngerisl leveland | complaining because |siaff reporting to her,| puricipant believed that
shills devetopment have They introduction of the | made legitimate the: for promotions. The provided R450m on they felt that ¢verall in the the new Jabgur relations
on your development of | complimented | regulations made thingy |pluns already put inf  compoaition ofEskom  |education nnd develomeny  cdevelopmen: was company ithada | in tewns of employment
your stafT? aur strategies. much easier. place, chanped. 10 Meet itS targens. closing to them. gigninficam cffect. | equity is tantamount to




Eskom 8&..”&
& study on gy

strategics. [ wos

concluded that The first one is
growth of the improvement of of
eoumry depends quality of life and Six participants believed
on growth of economic that Exkom was
small busimesy posperity, It is motivated by profit and in
which would not economic ardet to do that Exkom
grow without proaperity in thay if| had w0 collaborate with
electricity. poat people are the govemment ala
Pupils should provided with political Jove) end
have accrss o electicity their contribute a1 & sociad level
electricity in quality of life will | Eskom identified a business in arder w uplifl the
order to study imporove and 50 is{  opportunity and social The reasons can be cconomy of the whole
and contribute to cconomic investment. Electricity catergorised intp three, country. One participant
5, What motivaled Eskom| the economy of economic supply is subsidised by the such a1 social, belives that Exkom wes
to supply electricity to the| the counzy ala It was the drive for | performance of the | department of mineralyand | Governmen isa sole political, and 1t made business motivaied by the sole
poor? later stoge. | imnsformation end profit. country. energy. shareholder. economic. SEnsE. shareholder, Page 3
Being a profitable
company hay
allowed Eskom to
contribute 1% of Six panicipams belicve
Fsxom's profit to This was indirect in that being & profitable
Eskom 1erms of tax, the company has positive
Development government wa ahle benefin to the
Foundaticm 1o plough bk the o economically
Customen (ESDEFpwich is an the economically disadvantaged customers
benefited through independent secti disadvantaged try in 1erms of sociat
low com of 2lcompany mainty subsidising electricity. investment projects to the
electnicity, providing grants for Through profits Eskom communitics, education
6, What valus did the Production devetopment of the| Eskom's electricity is sl managed 1o provide they and training of
transformation from being  ipereased and poor. In that wey it| the cheapest and therefore | Eskom is the Jowest cost training nnd employees, low cost of
a parusinial tobeing s | there was cress imprones the that pushes profis, Inthe | produser of electricity | development to the clectricity and frmure
profitnble company edd tof  subsidisation. Eskom improved the | quality of life. To | Auure Exkom is going to be | and tha produces direet previously plans of being a direct
the economically Profits are uscd quality of life of the employees it nble supply electricity benefits for customers. disaclvaninged supplier of electricity.
disadvantaged cusiomers | to subsidise | dissdvantaged customers]  provides better  |direetly to the public thereby) Eskom works smarter by | employzes and changd One participant was not
and previously further education| and made it & preffered | bonusses, whichin|  benefiting the end user using profit for the the faee of the nware of any velue added
disadveniged and training of employer W in return improves | because of the removed of development of its | arganisation to almost by the privetisation of the
employces? employees,  |disadvantaged employces.| their quality of life. the middle men. cmployess. 65% black Not aware company.




7. Eskom has been &
major supplicr of

new strong players.
Now there is a clear

electricity for a long time Grid code that has Six participants are in
wilh huge barriers 1o been put in ploce agresment of the fact that
entry by potential new that outlines clearly po percentage has been
entrants. Have you whai the fergons to 4 small player.
managed 10 forgo any requirements for And one puticipan is not
percentage of current smuall plryers will aware of any peresniage
capacity to & small player No, but Eskom is & be. Moy be three No, because Eskom | of the company that has
o & Black Economic socinlty respomsible yeans from now | Not. Smuoll companies do in e stalc owned | been forgone 10 B amal)
Empowerment compamy? No. company, will sce BEE not have the enparity. No, Not aware company. player. Page 4
No. The Solar
system isnot o No, because ut also
threst so {ar produce scme of Lhe
because besides the subtitutes o clectircity
huge amourt of like gns, We are also
clectricity we experimentint with Solar. No. Eskom’s
8. So for have you There is oo threat 80 far. | gencric we also Not because gas and Altematives cannm be production is All panicipants said Lhat
experienced any threat of The Solor system is fir | produce the Soter |  aleernative enery cannot | able o compete agninst | No, Gas end parafin emvironmenially | Eskom does not have nmy
substitutes? No, from teking over. electricity carpete with Eskom our efficiencies. are nt 2 small scale. friendly. threat of substitutes.
%. Sinte you are the major]
supplicr of electricity you
must have major Eskom has not been
suppliers. To wha exvent forced by the bargaining There is a clear policy on
hay your decision to force powrr of suppliers. Black Economic Six participants agree that|
some supplien w form Supplicrs have to be BEE} Not. Campanies Empowerment. R200bn supplicrs do not have o
partnerships or forgn a complicnt and when it | have to comply © hat been put esids for bargnining power. There
cerain percentage to comes o the bargaining Block thar  Supplicry do ot is & clear policy on Black
Black Economic Ithas notbeen | power it is vice versa, Empowerment have o bargaining power Economic Empowerment,
companies hay been infhaereed by | meaning we have more | legistation or they insizad Eskom has the Suppliers do not | Ome panicipant believes
influenced by Lheir their bargining | bargaining powet than | will simply go out |  Suppliers do not have o | bargaining power against | Yes, they dobut notall|  have a bangining | that some do but oot all o
bargaining power? POWET. suppliers. of busincss. bargaining power. supplicrs. of them power, them. [I




Yeo3, a3 an

example with
companicy that
manufacture
sicves. We oven
asked & company
to manufbcture
small affordable
stoves for us to
give 1o cusumers|
that had recently
been connected
w electricity in
arder to show
them the benefita
of electricity.
We bave
mansged 10 Although | cannot Five out of seven
comvince some of] mention names we have a participanis believe there
st lot of those elliances, are alliarxces of » co-
10. Are there amy manufecturers to | Sasol i3 an example of the| operative nature. One
cooperazive alliances you | produce electric | - panneships we have tited an example of
have formed with any of | stoves in order | because of its production Yes, in Lhe industry. research pastnerships, the
the companiey that | for people to use| of coal. We arc the only More of Eskom has olliences with other panticipant cited
influence the use of your | electricity, which] muclear plam in Africs | commercial vatue. | Not aware of any alliance, | overseas companics. We allinnces with oversens
electricity or role players | is cheoper than | ard that gives us ancdge|  Only research may sy with NEPAD. purchase some of our companies. Two
in the industry wheiber { other sources of [ over othet plents in the | Parinerships have | Corporate head office would) products from overseas as| Could not answer that participanis could not
national or intermational? COCIRY. comtinent, bern formed. have an idea. en example transfomers. one Not aware answer the question. Page §
Yes, our stategic Five participants sid the
Mot in the same iment doey not focus in on Africa a1 the
way a3 the We can be cosidered a3 a| encourege thay, we moment and with ather
Alrican global player a1 this stage | need to focus home The strategy has changed first world countries
countries. We | betause of the nuclear | and only provide over Lhe years. The focus Eskom only offers power
scil engineering | plam but not (o the extent| engineering and is on sub-saharan Africa related services. Two
services to those { of being directly involved| reloted serviees | Not the fimt world. We are and cleven SADC Could not anywer that pastici pants cowld not
countrics, like in South Africa, globally. looking t Afrien first. couniries, one Not aware answer the questians.

lch between desirnble change and actus) ch

ange which bas resalted in » dyaamie strategic fif or misfis.

Magnitude




7110 because
Eskom has not
been too voca). 3 out of seven participanty
May be that is a said the communicaticn
stratcgic decision 8t Eskom is excellent,
becouse if you say giving cight and aine out
much you might of ten. 3 participan gave
end up 7 out of 10 citing & reom
urmecessarily for improyement, oot
provoking feelings Not more than 5. The preparing people and not
l.  If you were Lo race aot warth vition was well being oo vocal, One
the effectivency of provoking. commumnicated and participant said not more
communication by 7110, bevause people Although 9110 becsuse then swpped after that. than five because
leadership during 1he should be prepared by the | communication has communicaton is very | Stretegy is changing communication ia not os
tranaformaticn ot of ten campany for change and | ‘been good it has 9/10 because we are effective, Useof hut there is no new | 7/10, because there | regorous as it was when
from 1994 o 2008, how | 8/10 because i1 isftheir readiness for change] notbeenup o | proactive in communicating| compamy magezines is communication is room for the vision was first
would you mte it? good. should be checked. scratch. strategy. made. strateqy. improvement. commuicated. Page 8
Yes, infrinlly it
was through
manzgement oaly] My cbservation is fram
and now June 2004, Yes, itis
commusnication | changing. A change | It has improved [1 5 ot of 7 participams
happens atell | mansgement office which| is more sensitive. Yeu, it has changed Use said that Exkom's
levels through e-| has been putin place at | There has cven of e-mail has improved commuicalion stralegy
mails, head office monitors the | been an cmployes with the introduetion of has changed for the better|
memorandums, | diretts communication | satisfaction survey groupwise e-mail system, because of cominicus
compmny sbout change through [ in place o evalunte Raodshorws are held with The sumtegy has pot commuication. 1
magazine known| change projects. These the feelingy of target groups. The really changed hut | belicved it has detormted
2. Huyor a3 Eskom News change projecs are | employees towards| 1t was good from the enser. | introduction of change methodology bay | and | believed that the
communication strategy | ond this happens | facilimted by human change that has We see eskom chalrman | managemem office has changed. We make | strategy has changed only
changed over the years? 1] almos1 on & daily| resurces mansgers in the | happenned over | ofien to discuss issues of prompred human Yes. Refer to numbet | use of cell phones | methodology has changed
yes, to whai exient? basis. branches. Tecenl years. SITUteRY. resourees mad shows. 1. and e-mails. but not the strategy.




Yea. Resistance came
from white males and
techrocenty,
Yes, on the union TechnocTals are
side have not engineers and techniral
Yes, because of experienced oy pecple who belicved
fear of loasing problems, however, There was some that Eskom was
jobs end scaling there was empl resintance to the with | compromising qualicy
down of dissatisfhetion some projects like the | and will be producing
promotions, which resulted in eraployment equity and | inferior products in the
Management resignations and cyethu projects. The | future by employing
3. Haveyou dealt with the immigrazion, introducton of the change|  people from the
cncountered any resisiance by Managsm would manzgement office, SAP previowsly
resisunce during your | explaining to the| Yes, as an example, the {deal with the maten Humen Resourees disadvamanged. Five participants eaid
wansformation? 1fyes, | people thmthe | isaue of service leave by reffering employee aclf wervice Regional there was some resistance
what was the nature af change is wherchy the employer | employees w the modules, opeo commuination hetped which managemert hay
resistance and how does | planned to ke | and the union differed on| EAPand try to communication, engaging because it wus been able w deal with
lendership deal with staff| plece over & ten | whethet it chould be paid explain to the cniployees and explained t those through the processes and
whether in senior year period, | out or kept. Management]  emiployees why | Does not think s0. Change | transparency were some | people that the change procedures put in place
MARARETCT 0T UNidn People were dealt with it by change is necessary| was well acoepued. Those of the wnys in which  [was for the country and| and communication in the
members or maffin | tresied in g with negeligton end until the employee | that silemly resisted it are leaderthip dealt wai oot aimed mt forma of negotiation. Twoy
gemeral that resin ina dignified |clarification of issucs and|  adapts 10 the nat here. They ok nxcensfully with anybody in the participants do not think
change? manper. i1 wes settled. situation. packoges. resistance. COMPSRY. No. there was any resistanoe. Page 7
centralised in alf The steucture of
aspects. Regions Eskom is
are fairly decentrnlised
gutongmons and operntionatly and isJ
policies are Eskom is not realty much more Owerall participants
4, Towhatcxtemis | smndardised. [centrnlised. Althouth each] efficiem than the betieve thu Eskom is not
the strutiure of Egkom Aldrough division should stirve w centralised There is corporale cemratised, however,
centrelised and to what,J sundardisation | elign its policies with the commercial Eskom iy closely knited, head afftce and corporte head office scts
extent is the centralisatio helps the rest of the company but division, Different growp function branches. That ean be Lhe tone and divikions
2 barrier or enabler to the|  company © divisions erc failry Certralissation in | awtonomusly. I would say | [ do not think Eskom is | a barrier sometimes. 1| Eskom has an Apex need to align their
way of doing business in | provide same | awtonomouws. They can | the commercial operstionally we fuction | centralised because there | am both & participator | structure. Therefore | policies wilh corporeie
terms your experience | service it stiftes | formuloie own strategies | scction can actasa Enirty mnonomusty. are operational ctusters, | in the formulation of | would neither say it | head office. Sometimes
and feedback you receive| entreprencural | and can conduet business| medium barrier w | Swetegically we are prtof | In that way deciions are | suategy and sometimes] i3 ccntralised or | this can serve as o barrier
from the branches? skill sometimes. | in their own unique way. | service delivery. Eskom. made quickes. cTitigise. decemirelised. in doing business.




6 participams said thay

Therte are there are mechaniyms of
Yes there are policies in | mechanisms of co- There are policies [co-ordination in place
5. Arcibere any place and strichly ordirgtion in place.] Yes, comainty. We have There are more that gowerning the arc nihered, There are
policies governing the | Yes, therearc | 15 because there are lots | Although thereisa) - about 3008 policies and 3000 policies. Inmost] mechanismsof | ongoing audis w check
mechanismi of co- | policies and they | of audits for every project| commitmem 1o | pocedures thas we constantly] There ere lots of policies | cases the audit system | poertion in place adherence. One
ondination in place and are sirictly o function both embree them, few| revise. These policies are |and arc sdhered to. There|  helps to ensure should be adhered to] participant said only few
arc they strictly adhered | adherred w, we inzmnatonally end | policies are stricly | adhered 1o because there are| are regular nudizs camricd | adherence to these and they ere adhered|  policies are striclty
to? are audited. ionally. ndhered to. nrnual sudits in ptace. out to exprmine that. policies. ta. adhered to. Page 8

The perfimmance
MARBGEMEN Tystem i3
srurtured, objective,

sutomated linked to the
goals of the organisation. It The board se1s goals.

6, To what extent are To a significant extent, was was agreed with the Each busincss unit's Participants believe that
your strategic planning we continuously strive for| mion In terms of smategic goals are se1 arourd the smealcgic gols are
systems and performance | They enable us tof stretegic atignmen, saff planning systems, planning To o grenter exient. those goals. The crnhanced by the stmtegic
management systems | compare ¢osts an|  contracts are clear end | To e barge extent or happezns from top down and |Performance management| proceds is vice versa planning systems ond
adding volue to your differences in precise and supporl dd valus very | vice versa and would regard | system is caseaded down | end that helpm to performance management
strategic goals? unit distribution, strategic goals. well. our systems as cnabling. | down from top stricgy. | enhance the straiegy. They do add veluz. Systems.
Itis a burden w
the organisation
nt the moment.
Ag o0 example
my c-mail system
hns not been 4 participsats believe that
working for the | Aravin provides effective Arovia.con is mostly Aravin.con hes stifled the
pst two days. | information management respansible for schievemem of stategic
Have reponed it | and very good. All our instaling software goats with relative casc, 2
and issued with a|  project sysiems which Arvia.com No1 qualified 0 make » wchrology. It has | Aravin.con supports panicipants said

reference number] support strategic goals are| improved service | It hnsbeen o stumbling | swtement berause [ am hammpered the  fthe scrver and and its]  Arsvis.com is effective
tnd nobody came| produced through their | delivery wa large | block 1o the way of doing rot directly imolved schicvement of se1 | performance is fairty] and one panicipant could
Bl Technologics, Dialavin cf 10 Bssist, sssistance, extent, business. there. straicgic goals. good. 0ol comment

Timing




4 participants said Eskom
was a leader in
rang{ormnation and
therefore was ool
influcoced by the
tmnsformation of the
Transformation &1 Evkom country insteead it is tha
1. 1n your cpinion was the| Yes, because our No, it staried well slaried prior to the Eskom changed prior o other way round. 3
timing of change st biggest before the tranuformation of the  fthe introduction of ¢ panticipants believe that
Eskom informed by nakehalder transformetion of country. There wasa in the courmry and was Eskom was influenced by
transformation of the | required Eskom the country in | suntegy for chenge evenin |  therefore a lesder in | Eskom was a little bit the tranuformation of the
country’? to change. Certainly. 1986. the 80's. mmnsformation. ghead. Yes. country. Page 9
The time was good
2. Do you think the ime Yes, because of its plthough there were
in which change 100k alignment with South some tecthing Parricipants snid the
ploce was good? Yed it was good. Adtican change. Very good. Yes. Yes. problems. It was pood. timing was good.
Transformation is &
COntnUOus process.

3, 15 ransformation ot Besides gender and It is comtinuous Panicipants gaid change
Bskom s continuous racce there are sometimes to the at Eskom iy continuous,
PTOCCAS OT & proced other prajects detriment of the alzo infermed by projects

informed by projects with which have a organisation becausc | [tis a continjous | end sometimes tiresome

a staning end finishing starting and o people can get tired of | proces informed by | because of its continuous

time? Continuous. Continuous. finishing time. 1t is continuous. 11 is cominuous. change. projects. nature,
Direction
There are oo
EmErging power
companies,
howena,
srmegic Mot participants taid
alkiances have In Africa with that there are no
been formed with] countries like, Mali pernethships because
EDF of France. and Nigeria There 1 would say with countries there are no cmerging
No strtegic ollinnces | are ne parnerships and companies in those power companics in
1. Has Eskom managed to have been formed in Sowth Africs | Magnitude is so small to the | countries. As an example| Iwould say yes bu H South Africa. One was
form strezegic allinoces because there are no  {because of a lack of] exient that it is not Nemibio and am fur removed from not $ure and coe
with emerging power CIErging power emcrging power | significant because there are| Mozambigue are some of | thay, it happens a: Not aware of any | mentionsd countries in
companics? companics. COmpAnics, na big power companics those countries. corporaie head office. partnerships, Africa.




Yes, through the

Legend
(compamny
rungazine},
strategy, c-mails
and management
bulletin every
sccond day.
2. In your opinion is the | Every six months All participans said the
direction of the company | there is an indaba direction of the company
well communicatedto | with seafT and is well communicated 1o
sinff? managers. Yes and even improving Yes, Yes, very much 50. Yes, Yes Yes. staff, Paga 10
3, 13 thet form of Communication is All participants indicaze
comumunicatien mill ongoing and cven that communication ot
cngoing in order improving and [ would It is ongoing. The chairman| Yes, it is ongoing There Eskom is ongoing for
maimain slignment of say Eskom is even communicates to staff twice | is interaction with the top| Yes, through compeny maintmanance of change
strategy to the funre? Yes, improving. Yes. Per annum. suys all the time, Magazines. Yes. that hay taken place.
Only the African | Eskom’s strategic intent is]
marke1 so far to be the pro-cmineat Moy participans yaid
because of the | African enery and refated Eskom focuses on Africa. Eskom only focuses on
4. [s Exkom considering African scrvices busineys of We have dicided to Africa as per the strategic
any fiture poxsibilitics of ] Renaissance and |global steture. Eskom has{ Not Except the consolidate ¢ffarty Brom iment except for one
penetrating the global the vision of already penctrated indication in the South Africa and Lthen participant wh doey not
market? Eskom. countries like Ugands. | stmicgic iment. No. Alfrica. Only Africa. t do not know, know.
At the Kocberg plant it is
1200 permancnt 1760 in the In the informazion
5. Wha is your stall employees and 500 rensmisgion | management we have about Does not have ary | Overnl sinff complement
compl 7 30 000 contraciors. division, 25, In iy deartment is seven. 9 in my division _[staff reporting to her.| a1 Eskom is+ 3000,




Since 1994 Exkom has been
bringing 100% employees
[rom the previowly
disachantaged groups. In
order w get the skills we
need we have w bring them
up through the mnks
meaning, we necd o trein
them. People lcave the
compary once they have the
skills to compets somewhers) "
clse and that is 101 viewed
in o bad light because we
Engincering. Seniorn feel we have contribuied 1o
Technicians, the upliftment of the
Finance, HR,  |cconomy of the country, We
Environmentol, | just bring in aew people and
Safery, Risk, tmin them. The company Most panicipants
We need planning, hay iaken a stand net to indicoted the shortage of
technice) skills, commisioning overpay people for what skilts as o result of troined!
We arc struggling] meaning they do for fear of them s1aff being posched by
6. What types of skills do| o get alt those | Wedo not hmzall the | undersanding the | being poached because thot | We are a peak power outside companies who
you need from individuals]  individuals rypex of individuals to philosophy of would not be correct. gencration division. We Project manngement want pcople thay are
in order to achieve your | berause we train|  echieve organisational testing the People leave because we praovide power during We need strong  |Engincering, Finpnee]  trained nlready. Two
organismicnal goals? [n | and recruitand | goals, We keep building |  electrical units. | have crnpowered them with | peak hours like momings | Lechnical and project | and commervinl and| paricipams belicve that
your opinion do you have |people leave aﬂch talent and we kecpan | Eskom does have the 1kills to compete and evenings. We need | management akills. We] theose individuals there are encugh
all the types of they have been | loosing it. Wekeepon | individuols that | elsewhere. At least that we | technical akills and we have 3096 Black T ore not casily individuals who mest the
individuals? trained. training new people. meet this eriteris fee) good about. have it Female Engencers, availoble. required skills, Page 11
7. Do you htve
enough swfl in the
following fields?
Mox participants could
not camment ot because
rescarch nd development]
Not in my departmem is based At corporete hend
No. Technical staff do becavse of budgriory office. Two indicated not
Research and development research and development Yes contsmiraints. Cannol comment Cannot comment Not awnre, Not aware. and one said yes.




3 participanyy indicaied

that there is cnough staff.
Ome said not enough st
in this catergory end the
rest could ol comment o]
Software part of technology No. Yes Staff is ed More than enough Cannot comment Not aware, Not aware, WETE [0} AWAre.

There are mixed
experiences in this field

Not enough end we have becmite 3 participants
made plans in the budget for said yes, } paid oo and
Knowledge management and Not enough. No. two Mot positions. Yes Yes Not sware. Yes, one docs not know,
3 participants waid yes.
Mot enough. We are Not Thereisa One said staff in this field
stretching people W the | difference between is outsourced and 2 said
limits. Qur highest risk is| having o person .En‘ there in oot enough steff
Organisational leami skilts shortage. u skill. Quitsourced Yes Yes Not aware. Yes. and gne snid is no1 aware,
8. Was there any form of Every project is evatuated
consolidation to change and audited after Projects are evetuated before Yes. Each projert | Participants el) indicxted
that has taken place in completion. Whenevera approval and afier has 1o have & that consotidation does
et of evalunting the e prroject starts there is compiction, Maonagers in business coze with is happen and onc
achievemen of your nB_uI Yey, through & business case iy divisions make business evpluated before and]  participant aaid not
before any ncw change regular compiled ead tested cases far purposcs of Cansolidstion happens afer enough consolidation was
came about? benchmarki before application. Definitely. approvil. fepm time to time. Not enough. implementation. done. Pege 12
One partcipant
mentioned bonuses when
Largets are achieved.
Another other mentioned
maomndy regionad
performance wge Lo
meAjure Progress on 5ct
targets. Most participants
Leadership mentivned raining end
Eskom has implememed | wrainming chis | There arc monthly regional development, good
9. What is leadership The company | vision ¢-learning. Thipis| culture tough { performance audit tha are W'e measure tie emplayment
doing to meintain the mainmins it | o leadership development]  dinlogus, good | comfucted. Targew are set | Vision e-leaning has beenf cffectivensss of each relationships,
culryre that has emerged | through bonuses | center whero leaders are employmem ot the beginning of the year |introduced for emptoyees. praject, use A combination of communication,
s & result of change when trgets trained w be effective | relationshipsand |  on which tmining skills Manngers arc prepared | communicstion end | communication and nnsparency ol
cfforts? achieved. lexdrers, tmnsparency. ) projects will be undertaken. for globalisation. motivation of swff. | tmaining is applied. motivetion of staff.




The fallowlng questions
are meant o evaluate
whether the dynamic

atrategic it to be proven
above has resulted Ih 8
beneflela! organtsational
performance Page 13
4 participams said
Eskom's profitebility has
improved. 3 participants
Eskom's profimbility belicve Eskom's
1. Has Exkom's It has improved but|  Eskom's profiability has has improved by | profitability has improved
profinbility improved os canncisay ns @ |improved but cannot say it is} almost 70% bu b1 cannnct gay
s result of this Yes, it has result of because of this cannot say it is due | profitability is s o result
tansformation? inereased. Yes, transfermatian. transformaticn. Yes. Yes. 1o transformation. of transformation.
No. Eskom is
looking imwardly. Yes, fi an example
The inzellectual Eskom has 3 20 yeany in
marke1 share has Ugands 10 manage their 4 participonts said
incTersed because eleerricity for them. 1 Eskom's market share hag
Exkom is & wel] have also had an increased in African
2. Has Exkem grown in known and opportunity of being countrics and 3
terms of increasing its Yeu by respectsd company involved in the projeet. participanis said growth
market share in other | penetrating the overseas interms of)  Yes, alitte bit. | would | In that way 1 would say The growth of in market share in terms
countries other than Seu African its intelectuall | mention the skills sharing in|  the market ¢hare has market share is of other countries is
Africa? COUMTIES. Yes. capital. Uganda, i 4 Not aware minimal. minimal.
Eskom is targeting
Eskom still kas a| countrics which it has
long way w go | divided into varous zones
because of the | such as Tunisia, Ghena,
warbutent Gabon, [vory Coast, & participants believe that
3. To what extent has | emvirommentin | Zambia, Mozambique, Eskcm has schieved its
Etkom realised the | Africa including | Senegal, Uganda and strategic imem, while one
strotegic intent of being | their budgrt Nigeria and hny participant believes that
the pre=eminent African | being subject to | penetrated most of them. n lot has been achieved
encTgy and related the policies of Eskom is nianing howarver o Lot hay been
services corporazion of | the Interantionat | Unganda's clectriziry for 10/14 because of Exkom's Eskom is an Aftican| echieved b still Exkom
global stature? Monetory Fund. them. 100% will to deliver in Arica To a greater extent. We are still on track. COTRPEDY. stil] has a long way to go.




Eskom has a noble
gaol. Statistically,

4. To what extena hay Eskom is a major pleyet

§ participams taid Black
Eeconomic Empawerment
targets have been
achicved 2 panuecipams
belicve that in the shot
e targets have been
achieved, there is still &

Shart 1erm targets have]  They have been jot of room for
very well, Interms| because 70% of business is | To a greater exuent. We | becn achieved, bui realised. 1 am not in | improvement specifically
Empowerment goals been We have to comply and | of the men an the | offered 10 Bleck Economic | sarted with an initial | lot of work still needs {a position to evatuntelin terms of the men on the]
we have schieved targets. | street, not enough. | Empowerement Companics. thay strect. Page 14




Annexure A

STAFF QUESTIONNAIRE SUMMARY

Your assistance is hereby requested in this academic exercise of ascertaining whether change efforts at
Eskom are aligned to strategy. Please choose a letter that best suits the staterment by encircling the

relevant letter,

| I I | | I J
1 The company's medium of communication when undergoing trangforration can be
Q. No. Category Strongly Agree Neither |Disagree ]Strongly
disagree agree nor disagree
disagree
1.1 Verbal 13 8 4 0 0
1.2 Written 14 10 1 0 0
1.3 Electronic 14 9 2 0 0
1.4 Verbal & Electronic 14 7| 4 0 0
2 The company’s communication approach is usually:
Q. No. Category Strongly Agree Neither |Disagree |Strongly
disagree agree nor disagree
disagree
2.1 Coercive 2 2 2 19 0
2.2 Participative 4 14 2 3 0
23 Consultative 10 10
3 Management usually channels information through:
Q. No. Category Strongly Agree Neither |Disagree |Strongly
agree agree nor disagree
disagree
31 Senior Manager 7 16 2 g 0
3.2 Managers 8] 13 2 2 0
33 Team leaders 6 13 4 2 0
34 Groups 5 10] 5 5 0
3.5 Informal groups 2 0 17 sl 1
4 Information communicated by management is information in the following categories:
Q. No. Category Strongly Agree Neither |Disagree |Strongly
agree agree nor disagree
disagree
4.1 Should be known 2 11 7| 5 0
472 Must be known Bl 12 3 2 0
4.3 Could be known 3 4 15 3 0
Sub-Totals 112 139 75| 45 0]
Q. NoQuestion |Category Strongly Agree Neither |Disagree |Strongly
agree Agree disagree
nor
disagree
5 Information about any potential change 9 10 4 1 1
in the company is communicated to all
staff on a continuous basis




Reasons for change are clearly
explained to staff.

12

Management style at Eskom can be
characterised as caring.

Management style at Eskom can be
characterised as compassionate,

3l

Management style at Eskom can be
characterised by sharing of ideas.

18

10

Management acknowledges and
rewards an extra mile taken by
employees in doing their work in some
way.

1

11

Employees acknowledge and reward an
extra mile taken by management in
meeting their needs in some way.

10

12

The company's work teams are
characterised by diversity in terms of
gender.

13

13

The company’s work teams are
characterised by diversity in terms of
race.

12

14

The company encourages development
of staff from previously disadvantaged

groups.

19

15

Eskom has put Black Econemic
Empowerment policies in place.

17

16

Eskom adheres to its Black Economic
Empowerment policies through its
procurement practises.

17

17

Eskom rewards good performance by
staff.

12

18

Eskom discourages poor performance
by staff.

19

Leadership at Eskom encourages
celebration of the achievement of set

departmental goals.

10

20

Leadership at Eskom encourages
celebration of the achievements of set
company goals.

13




21 |Managers support the development of g 10| 3| 3 0
female employees into senior positions.
22 Eskom leadership encourages the 11 5 7 2 0
development of all its employees.
Sub-Totals | 179| 148; 76 44 4
Totals| 291 287 151 89 14
36% of 36% of 60,4% of |12% of 4% of
responses responses  |responses |responses |responses




Number of responses

16
14
12

o N &~ O

Nature of coummunication

a0

O Verbal

O Written

O Electronic

O Verbal & Electronic

Strongly

disagree

Neither
agree
nor
disagree
Strongly
disagree

Response catergories




number of responses

20
18
18
14
12
10

o N L O 0

Communication approach

02.1 Coercive

02.2 Parlicipative
0O2.3 Consultative

II.I:

Strongly
disagree

T 3 T T

Agree  Neither Disagree Strongly
agree nor disagree
disagree

Response categories




Number of responses

Methods of communication

18

16

14

12

10

m —

6 |

4 H ]

Al I

0 | _ _ i
> = > O
28 £95 25
s s®® 3
0 DES

Response categories

0 3.1 Senior Manager
03.2 Managers

03.3 Team leaders
03.4 Groups

M 3.5 Informal groups




Number of responses

16
14

-t
o

o N B OO

Categories of information

Strongly
agree

Agree Neither  Disagree
agree nor
disagree

Response categories

Strongly
disagree

O Should be known
O Must be known

B Could be known




sojioBejes asuodsey

Number of responses

S e )

[t
o

oONBABOODDOMNMNBABO®
L1 LI 1 b
Information about any potential change in the 11
wr company is communicated to all staff on a
continuous basis =
Reasons for change are clearly explained to
- X
stalf.
Management style at Eskom can be
~ :
characterised as caring,
- Management style at Eskom can be 1
characterised as compassionate,
© Management style at Eskom can be
characterised by sharing of ideas.
Management acknowledges and rewards an .
S  extra mile taken by employces in doing their . ]
work in some way.
Employees acknowledge and reward an extra .
=  mile taken by management in meeting their
needs in some way.
w  The company’s work teams are characterised - |
™ by diversity in terms of gender. J
—  Thecompany’s work teams are characterised =
“ by diversity in terms of race. I
- ‘The company encourages development of staff o 1
from previously disadvantaged groups. j
. Eskom has put Black Economic Empowerment
o policies in place.
Eskom adheres to its Black Economic .
= Empowerment policics throughiits | —T 1
procurement practises.
b Eskom rewards good performance by staff, n
% Eskom discourages poor performnance by staff. | 1_]
.. Leadership at Eskom encourages celebration of
*®  the achievement of set departmental goals. J
N Leadership at Eskom encourages celebration of .
the achicvements of sel company goals.
,» Managers support the development of female 2
- employces into senior positions. Y
N Eskom leadership encourages the development ]
of all ils employccs. —I_I_—IFI
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TABLE E  SAMPLE STAFF QUESTIONNAIRE

Your assistance is hereby requested in this ceademic exarcise of ascertaining wheiher change effores of Eskam are aligned
strategy. Plense choose a better that besy suits Lhe strtement by placing an X in the relevant block, Please nlso indicate
gender by placing | in the boxes provided below for demographic reasons.

|pease | [Femate |
Q.No. |Question Category Strongly Agree Neither agree |Disagree Strongly
ngree oor disapree disagree
1 The company's mediom of communieation when ondergoing transformation can be charscterised ay:
L1 Verbal q o 0 o o
1.2 Written of o o o o
L3 Electronic o [t o 0 o
1.4 Verbal & Electronic | o o 0 o
P The company’s communication approzch is osaaily:
2.1 [Coertive of q o d o
2.2 Perticipative o o o o o
2.3 |Consdative a o o o -~ q
3 Magagement usually channels information throuph: |
3.1 Senior Mannger o o o o o
3.2 Managers [ o o o 9
3.3 Team lead 9 9 q 9 9
3.4 | Groups 0 g 9 9 o
3.5 Ieformal groups 0 o q o [q
4 Information communicated by management is information in the following categories: H
4.1 Shovtd be known 9 9 o 0 9
42 Musst b known o 0 q o 0
4.3 Could be known o o o o o
Q.No. [Question Catepory Strongly Agree Neither Agree |Disagree Strongly
agree nor disspree disagree

5 \nformation about any potential change 0 o o d 0

in the company is cammuieated to all

staff on n continuous baiis
6 Reasons for change are chearty d o q o o

explained to siaff
7 Maznzgemen style ot Eskom can be o o o o 0

charactrrised o caring
g Managemen style at Eskom can be o o 0 o [

characterised as compassionate
9 Mznzgenterd styte 81 Eskom can be o o 0 0 0

charnctevised sharing of idcas




10

Margement acknowledges ond
rewardls an oxtra riike tmken by
cmployees in doing their work in some
way

[Employees acknowledge and

an extra mile taken by mtagement i
mecting their noeds in some way.

12

The company’s work cams are
characterised by diversity in e of
|$ﬂdﬂ

13

The company's work terms arc
charnctrrised by diversity in terms of
ace,

14

The company encourzges development
of stafT from previousty disadvenimped
roups.

15

Eskom has put Black Economic
|Empawumﬂpdicicsinph:.

3skom pdheres to its Biack Ecanomic
Empowerment policics through ity
Procurcmen! practicet

Eskom rewants good performance by
staff.

Eskom discourtges poor performance
by staff.

|Leadership at Eskom enoourapgess
celebration of the achicvement of st

departmentad poats,

20

Leadership at Eskgm encourages
ccichration of the achiewements of st
compay goats,

21

Managers suppart the developmen) of
fernate enployees into serior position,

|Eskom leadership encourzges the
development of all itz employers.
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Balance sheets

AL Y Maorch 2005
Group Compary
March Diexrrrber Harch Dwxermibeer
Mot 2008 22 2005 w03
Rm Rm R Rm
Bazews
Hon=currert assets 74 145 70997 73 247 70332
Progerty. plam, xad eqipment 2 £& 701 53 47% 55 435 52 198
Gl 3 . n . .
Mg goodwill 4 {128 {174y (128} (174
Inangible wues 5 LLY) 428 461 402
Funre bl cupplics 5 2471 2781 147 178
Fool| sorurmen 7 11 578 11 187 1152 1187
Loamms receirable 9 2484 1 580 N .
trmestveny o Lrvociaees. and ot venmures 10 iyl 192 o 9
I in subsidiary ¢compan u - . 3087 3618
Detorred @x [ 149 151 - .
Trado wnd ot reorabien 13 47 207 a7 m?
Current osusts 35 roQ 5 ¢S 37 2 559
rracrreorizs 4 2817 2397 2598 104
Trade end other recelnbles i3 $0713 4224 4938 3B
Francl bestrumenty 7 27 210 19 374 14 1)) 17 49
Total assets 109 205 6 972 104 994 91591
Equity and tabJiths
Capltal and reserves 44 847 40 483 41 556 39203
Normcurrent lablitke 41 i1 31 B72 40 839 32039
Finzrch tstrumenes 7 12 871 18 124 21 549 18015
Rex; beredt chilyat 16 4 820 4164 4 440 4103
Nudea decommissioning wd wason maragermeny 17 1114 1914 2 114 914
Orher decommizsioning 17 1063 918 1 883 g
Chorpure, polhtion control mad refabilitation 17 TTé 579 T4 &M
Onhar prowesham \7 505 ™3 498 73
Deferved inoorme 18 198 [ Lk 161 L7
Deferred ax 12 6538 4287 b 168 4124
Curren llabiTities 22816 D Al7 199 12649
Trade ars} ocher payaties 19 &T10 531 5108 4 806
Taadon 47 T . -
Francial moremenss 7 14739 15an 15015 16178
Ruroh beneli obligaci 16 168 | 434 150 1 348
Promisicon 17 954 654 416 ny
Total equity and Gabilikies 109 205 6 992 104 994 93 B9




® Eskom
Nf\ﬂé‘i-ui’f O

Tor the | 5-noeth prenoed erked 3¢ Morch 2005

Income statements

Group Compawy
March Orerrbur March Deexrrmbeer
s 1005 1003 1ons oy
Am RAm A Am
Revermt n LFR 3z 41387 31 TE0
Crher Income 244 133 480 | 58
Changes in inweneorins of Gnshed goods and work in
progrs 441} ity 0oy {51y
Viiork periorrend by e oty and caprabed 1083 &1l 105 & 057
Rarwe rrczievizty and comaarabley wed (14 890) {vo 584 (83 017) 670
Emplopee beactits expensy n (9 578} 7 514 @en 7 152
Dicprecistion and 2inos sation expesise 4 {5 898) {4070) {5 434) @8ln
tmymirment expere e (55%) (10} {57
Ocher oo 1 (14 443) (L)) (15 773) (10 509
COperating profit gyl 6818 8027 £0834
Mot brynce cont (1 4T {1 540 {1 841} {1 800
- lrterest incorno 1 41298 4074 4oml 3814
- Izerwsl cponss 7 {5 746) B53m {8 7613 5334
- Fair vahee (kru}pzn on (rgncial insrumens 28 {29} (283 ¥ @7h
Profiz betars x Tdl4 b3 k] 6 185 503
I cxme £33 Erponee L] (7 308} {1 659 @an (1 80
Share of profi of assodbines and joing verturss 10 T % - -
Profit kor dw pariod 5197 1417 4153 322
Arribotable wo:
Equiry holers of the commuy 5190 1514 4353 11
Minoriy brieres 7 {un . .
5197 yaz 4 15] 311

"n\ y '“I

1..:\ Al Dy

11
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rard

Apm‘Ew&E E Cash flow statements

For the ) S-mankh period ended 31 March 2005

Group Compmy
Ooxtmber Harch December
Notes 1005 003 T0s Frieihd
Am Am Rm Rm
Cath fows trom operacng activities )
Profiy before oazton T4 im & I8 S04
Adpomem ko 7131 7521 7 041 7 169
Depreciton o emeathiton caxpensa b2 5e9l 41070 5434 a7
Mt mpalrme s nasey 10 & 119 -LY]
Mz proty on depoml of propenty, phat wsd cquipmem
and mngitie mets (o3 {144) ) {140
N movement i providom (v 195) 784 (1 00D) 4
Ereria I deferrad Incomes | 40% 591 1107 591
Ocher (0] n . o0
rmErea Incorme 2% 4 299) e {4 0#1) aelny
Iaf et ey w 5 T4 53138 5 Thl SIM
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2.5 Equity

Employment equicy

Esom 2ims to demonstrate exernplery corparpie ciizenship and harmony with
socety throuph the continued focus an alfimative action and aciely promoting
wornen and dissbity equity, Employmem equity pobicies have been arplemented
that are mchushe of race, penodr, and people with desatettes 1o enaure that Edaom
tadich 2n organisation that i representative of all the peaple of South Afries

The transfer of | 370 staflf mermbers from Eskoam Emterprises o Eskormn, of whom
964 were at 3 manzgerial® keved, has had a negilive impact on both Eskom's rce and
gender equity saTaas at managerial ke, as the percentage equity adhicvernenta in
Eskorn Erderprises were fower than those in Eskom,

Employrnant equdty Tarpex Actial Actual Ach)

December March Cocemduer Dexember
2004 2003 2004 a3

Exltam

Roca:

- Blact! 1o at ooragerhl el X 579 [1A ) 545 A3

- Black s 21 ulf Il X nis' 9,1 .7 (A ]

Gander-

« Veomen 21 ranagorts level, % 9.0 pLE w0 78

~Warnen ax ol beeels, % ! i .y NE

- Praplt with dhabilltie, X |5 ] 0 Ly R

Irerwal prorootim

- Blach paf a1 af) beechy, % nfy! 753 91,7 L]

- Wornen at A beaths, % o'y .4 14,7 FiY ]

Eskom Enterprises

Roe

+ Rack ol 5t mpogeal el X 500 v 495 94

- Blark aaff at ol pects, % nfa’ 518" 51,0 - 510

Gander:

- Wikawern 3% tansgerty el % e X} 144 18,1 175

- ¥yormen as ol dpwcds, % nir’ "W 19,6) M8




MWKE C Black economic empowerment {BEE)

As pan of s procurement pobcet ard managenal support prograrmenes, Eskom
continues o suppon sriall, medium and mikro enterprises and Luge blade businesses
for the supply of poods and services thereby contibwiing 10 BEE The amourns
reported incixde expenditure an both ¢oal and demand-skde managerman. referred
10 elwewhere in thi report,

In tire with Eskom's pobicy framework for the eoonomic empowerment of wamen,
there is an moreased {ocus on the promation and emuowerment of black women
emrepronews to fadltale their participaion in the mainsiream econoy.

Target Actual' Artualt Actual’
2005 005 2004 2003
{15 ths) {15 months) {11 monrhs} (12 mondha)
Am Am Rm Am
Tox) BEE expendiure o452 10334 3113 6 B51
{targot T 465}
Back women cwed butines {ichaied in total BEE exporsdinme) 495 | 084 8440 Si7
{wrget $11}
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Wﬁdﬂ{: #. Top utifities

Largest Power companies in the world by generating capacity

Conpany Country Genernting capacley (M) Ruardrg by Capadty
RAQ UES Rusa 156500 1
EDF France 1 22600 2
TEPCO Japan 62660 3
EOn Germany 54000 4
Keres Fiectric Pawe Company (KEPCO) South Korea 50412 5
End aly 47000 6
AES UsA 46000 7
RWE Gormarny 45000 8
Endesa Spain 43000 g
Fletrobras Brazi) 40854 10
Eskom South Africa 39810 L]
Southem USA 9000 12
Dol LBA Ja748 13
Exelon LSA 38000 14
AEP UBA 35000 15
Kansai Hectric Japan 35434 15
ydrg Chuchee Canadh 000 17
Taiwan Power (TaPower) Tawan 13290 18
TVA, USA, kxil: 9
Vaienfall Sweden 33000 20
Largest Power companies in the world by generating sales

Comparny Country Sales TWh Rating by Sxles
RAD UES Rursa 636 1
53 Frarce 473 2
EOn Gormarny 44 3
¥orea Hecric Power Comparry (KEPCO) South Korea 94 4
TEPCO fpan 28) 5
RWE Gaermany 130 6
Eskom South Africa 206 7
Vatiertd Sweden 186 8
Etetrobras Beazi 178 ]
Hydro Quabee Canada 169 10
Tatwan Powesr {TaiPower) Tawan 159 11
Enel fraly 156 12
TVA USA 155 13
Kanssi Fectric Japan 142 14
Electrabel Boigum 137 I5
Endea Sapin 134 16
Chutas fpan 123 7
AEP USA 118 18
AFS UUSA 108 19
FAL SA 193 n
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Organisational structure
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