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Abstract

The literature on the Learning Organisation (LO) falls into two broad categories. First.

that which treats the LO as a variable and something that can be designed into an
organisation and which has significant influence on other organisational outcomes (eg.
Watkins and Marsick, 1993; Cullen, 1999). Second, that which treats the LO as a
metaphor to describe an organisation (eg. Garvin, 1993; West, 1994). It basically views

the organisation as a cultural phenomenon and sees the LO as a particular variant of

culture.

This research focuses on the first category and attempts to find out whether moving
towards being a LO leads to enhanced organisational performance. The ideas that
surfaced represent a shift to organisational development and growth by using the
Malcolm Baldrige Quality Award strategic determinants as a proxy to move towards
being a LO, namely (1) leadership, (i1) strategic planning, (i11) customer and market
focus, (1v) measurement, analysis, and knowledge management’ (v) workforce focus;

(v1) process management, and (vi1) business results.

The case study company in this research 1s NTUC LearningHub Pte Ltd (LHub), a
newly incorporated small and medium size entity which decided to embark on ISO
9000 and other Singapore Quality Award (Singapore’s equivalent of Malcolm Baldnge
Quality Award) related initiatives. It 1s an account of problem situations and events that
took place 1n the organisation over a period of one year from July 2005 to July 2006.
Questionnaire survey and evidentiary documents were used as primary and secondary
sources of data collection to gather detailed information about the entity over a period

of one year, with a view to obtaining in-depth knowledge.

From the findings on whether LHub has moved towards being a LO by adopting the
Singapore Quality Award (SQA) business excellence approach. there i1s a seemingly
positive show of results in the 6 strategic determinants of (1) Leadership, (11) Planning,

(ii1) Information, (1v) People, (v) Processes and (v1) Customers in LHub from year 2005



to 2006 although dissatisfaction index has increased slightly. It appears that although
LHub could not claim to “be” a LO, 1t might have moved towards becoming one in

sOme respects.

On whether there 1s an improvement in LHub’s business results, the findings only
partially support the hypothesis that there 1s an improvement in the areas of (i) sales
revenue and profitability, (11) customers’ satistaction, and (i11) employees’ satisfaction
after adopting the SQA business excellence approach. This is because onlyv (1) and (111)
show signs of improvement and (11) has a dropped 1n desired outcome. Moreover, for

(1), the improvement 1s not statistically significant.

Finally, the reader may wish to note that while the Malcolm Baldrige approach 1s being
used as a proxy to move towards being a LO, this research does not devise rules for
managers to transform their companies into LOs. There are no neat models or rules for
implementation which can be applied easily in a wide range of contexts and settings.
However, 1t 1s hoped that this research will strike a chord with practising managers as
well as with academics - purely because 1t conforms more closely with their own tacit

understanding of organisational realities.
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Chapter 1 — Introduction

1.1 Background

It was to the disbelief of this author’s wife that he decided, on 1 August 2004, to
volunteer to cross over from the luxury of the spanking new corporate headquarters of
the National Trades Union Congress’ (NTUC), located at the new downtown area
overseeing the scenic Marina Bay in Singapore, to a newly incorporated training arm,

NTUC LearmningHub Pte Ltd. (LHub), located at a 30-year old building in the old

Central Business District.

[LHub was formerly part of NTUC Skills Development Department. The author was
appointed as Director, Corporate Services, there and was tasked to start up and oversee
the departments of Finance, Human Resource, Operations, Admin, Facilities
Management, Information Technology and perform organisational development duties.
Together with the author were a few good statf that he had brought along to help start

up the establishment.

One month before the date of incorporation on 1 August 2004, and the next few months
thereafter, LHub was in a big mess. As staff at the training arm were given an option to
cross or not to cross over, one third of them had decided to return to NTUC. These
were the more nisk adverse staff that feared for their job secunty after incorporation.
Those who remained were either staff that were not wanted by the various departments
at NTUC due to performance issues, or the newer and younger staff who had decided to

stay on to try out their fortune.

In a short time span of 4 months, LHub was able to recruit people from the pnvate
sector to fill up the vacancies left behind by those who returned back to the corporate
HQ. and cxpanded the staft strength from an initial 29 to 48, including new hires for the

Marketing, HR and Finance departments as these functions were formerly handled by

[ 1



NTUC. Beside the full time staff, there are some 150 freelance trainers who are experts

in the field of soft skills training, English and IT literacy.

The turnover of LHub in calendar year 2004 was about S7 million, with some $250,000
profits. This result was not at all bad considering that the education and training
industry 1s a highly fragmented and competitive one with some 500 players, and manyv
of the major players are losing money or are 1n crisis mode. The new management team
of LHub believed that the company had tremendous potential as the education and
training industry was still growing and the demand for quality training was e¢ven greater

in the Asia region, so there was scope for expansion.

1.2 Strategic Challenges

To ensure LHub’s survival and to develop its full potential, 1t was necessary to gel
everyone together to work as a team, share the same vision and work towards one
common goal. But the question of “how” remained. There were many strategic

challenges faced by the new management team then, including:

» How can the leadership move LHub towards a culture embracing innovation,
customer service and quality management? (Leadership)

» How to chart a new strategic direction for LHub, now that it 1s a for-profit
private entity? (Strategic Planning)

» How to position LHub vis-a-vis all the competition and expand the current
customers’ base? (Customer and Market Focus)

» How to establish a set of “measurables”, analyse the performance gaps, make
improvements and track the progress? (Measurement, Analysis and Knowledge
Management)

» How to motivate and make the best use of the skills and capabilities of LHub’s
employees? (Worktorce Focus)

» How to re-engineer existing business processes to meet demands for increased
profitability, higher productivity, better quality and improved customer service?

(Process Nanagement)



The above challenges should not be treated as difficulty related problems, but as
opportunity related problems. Because of the author’s keen interest in the concept of
the Learning Organisation (LO) and Business Excellence in the area of organisational

development, 1t is believed that moving LHub towards being a LO and Business

Excellence will help answer many of the above questions.

Hence, the purpose of this study is to identify an opportunity-related problem,

summarized below using Hague's (1987) four questions approach (see Table 1.1):

Table 1.1 - Hague's Four

uestions A

roach

What is the
problem?

What is the cause
of the problem?

What do I want to
know?

" What will I do
" with the

information when
I have got 1t?

A new team of

High tumover of

How the concept of

Make use of the

management and staff with many LO could help research findings as
statf at LHub are replacements and contribute to the learning points and
immersed in the new hires during the | organisational reterence guides,
“storming’’ stage of | incorporation development of perhaps fine tune it
group behaviour, period. Lots of [LHub, 1ts further for the
with lots of handling/taking relationship with purpose of
anxieties about the | over and “fire- Business organisational
new work fighting” work to do | Excellence concepts | development and
environment and as many new and 1ts ultimate staff management
unknowns about the | departments are set | impact on for LHub.
company’s future. up. Unclear future | organisational

strategic direction. | performance.

The research question for this study 1s as follows:

Wil an attempt to change an entity into a LO have a positive effect on business results

in the arcu of sales revenue, customer satisfaction and employees ’ satisfaction?

This leads to a few process questions:

13




What 1s a LO and why the need to move towards being a LO? (Chapter 2)

. Why 1s the Malcolm Baldnge Business Excellence framework being treated as a
proxy of LO and does adopting such a framework improves business
performance? (Chapters 3)

. How are the strategic determinants or vaniables found in the Malcolm Baldnige
Business Excellence framework related to LO? (Chapter 4)

. For the purpose of this study, how then can LO be measured and what research
methodology should be used? (Chapter 5)

. How can the relationship between the business results and the other strategic
determinants found in the Business Excellence framework be tested empirically?
(Chapter 6)

. What are the learning points and limitations of this research as well as the areas

for future research? (Chapter 7)

Answering these process questions will form the basic framework of the research study.

Garvin (1993) argued that the LO should be (1) meaningful, (1) manageable and (111)

measurable. The three Ms may indicate why it is so difficult to find examples of LOs -

cach M i1s independent, yet, like the LO 1tself, is interdependent, each like an apex of a

triangle, which when taken together form the whole (see Figure 1.1).

Figure 1.1 — The Learning Organisation

Learning
Organisation

Measurement Management
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This research study can broadly be divided into three parts, covering in-depth the three

Ms outlined by Garvin:

Part 1 - Focuses on the first M of ‘Meaning’ and covers the concepts, characteristics

and behaviours inherent 1n a LO (Chapter 2).

Part 2 - Deals with the second M of ‘Management’ which discussed in-depth the 7
dimensions of the Malcolm Baldnge framework that is taken to assist in the
management of the journey towards being a LO, namely (1) leadership, (11)
strategic planning, (111) customer and market focus, (1v) measurement analysis,
and knowledge management’ (v) workforce focus; (vi) process management,

and (v11) business results (Chapter 3 and 4).

Part 3 - Discusses the third M of ‘Measurement’ which adopts a self-assessment

diagnostic instrument, a modified version of the existing Singapore Quality
Award’s Business Excellence for Continuous Improvement (BEACON)
company audit questionnaire, to measure the level of change and the degree to
which a case study company. NTUC LeamingHub Pte Ltd (LHub), has moved
towards becoming a LO (Chapter 5 and 6).

In essence, this research stems from the realisation that there remains a vital need to
integrate managerial theory and practice. It highlights the rationale of one method ot
moving the concept of LO to a management reality by using the Malcolm Baldnge
Quality Award framework. Although many definitions have attempted to capture the
essence (meaning) of the LO, it remains difficult to move the theory to reality
(management) without effective “measurement” tools. Measurements must be taken to
assess the current culture, attitudes and systemic disabilities 1n an organisation, in order
to determine which actions to take to manage the progression towards a learning culture
(Campbell and Cairns. 1994). Once a LO 1s established 1t can progress to a leading
organisation which 1s capable of achieving and sustaining competitive advantage

(Campbell, 1993).



1.3 Chapter Summary

[n this introductory Chapter, the challenges faced by NTUC LearningHub (LLHub) have
been highlighted. Essentially, it is a newly incorporated unit of the NTUC group of
business and faced tremendous pressure on both the competitive business front and
human resource arena. The proposition of this research 1s that by attempting to change
[LHub 1nto a LO using the Malcolm Baldrnige business excellence approach, there will be
a positive effect on LHub’s business results in (1) revenue and profitability, (11)

customers’ satisfaction and (111) employees’ satisfaction.

The next chapter will be a literature review of the concept of LO and analyse 1t for its
relevance to the problem this thesis 1s going to deal with. Chapter 3 will then bring the
discussion further and relate the concepts of LO to literature concerning Business
Excellence. It highlights the relationship between Business Excellence and Business
Results. Chapter 4 describes the relationship between LO and (1) Leadership; (11)
Strategic Planning; (i11) Customer and Market Focus; (iv) Measurement, Analysis and

Knowledge Management; (v) Workforce Focus; and (v1) Process Management.

In Chapter 5, the focus will be on Research Methodology, follows by Chapter 6 on the

research findings. Finally, there will be a concluding Chapter 7 that wraps up the whole
research, highlights the limitations of the study, provide recommendations and

directions for future research.
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Chapter 2 — Defining the Learning Organisation

Having stated in the previous chapter the background and objectives of the research, the
purpose of this chapter 1s to answer the first process question: ‘What 1s a LO and why
the need to move towards being a LO?’ The chapter will first discuss about the concept
of LO, starting with its definition, the factors that spurred the deveclopment of the LO.
the 1deas put forth by various thinkers on how to go about doing 1t, and finally, the

general problems with the literature of LO.
2.1 Whatisa LO

The 20th century has witnessed the emergence of three quite different organisational

paradigms (see Figure 2.1).

Figure 2.1 — A Snapshot of Organisational Evolution

l The learning organisation

The performance-based
organisation

The bureaucratic organisation

‘ 1930 1950 2000 |
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[n the early part of the century, Weber (1947) wrote extensively about the nature of the
bureaucratic organisation - a paradigm that focused on rationality and efficiencv. Then,
in mid-century, Drucker (1964) introduced the concept of the performance-based
organisation - a paradigm that promised results and effectiveness. Towards the end of
the 20™ century, Senge (1990) has helped populanize the concept of the Leamning
Organisation (LO) - a paradigm centred on continual adaptation to an ever-changing
environment. Senge and other researchers have described the characteristics of the LO

and made suggestions for organisational implementation (Kline and Saunjders, 1993;
Marquardt, 1996; Pedler, Bourgoyne, and Boydell, 1991; Senge. 1990; Watkins and
Marsick, 1993).

The dimensions commonly described in the literature as being associated with a LO are
not new concepts, but their coordination into a system focused on organisational
learming 1s. However, there 1s no single definition of what the LO 1s. Senge (1990)
defines a LO as *‘a place where people are continually discovering how they create their
reality”. Watkin and Marsick (1993) define it as “an organisation which leamns
powerfully and collectively and is continually transforming itself to better collect,
manage, and use knowledge for corporate success. It empowers people within and
outside the company to learn as they work. Technology 1s utilized to optimize both

learning and productivity”.

There appears to be some common recognition and agreement about the core
charactenistics of a LO. Researchers suggest that individuals and teams work toward
the attainment of linked and shared goals, communication is open, information 1s
available and shared, system thinking 1s the norm, leaders are champions of learning,
management practices support learning, learning is encouraged and rewarded, and new
ideas are welcome (Marquardt, 1996; Senge, 1990; Watkins and Marsick, 1993). The
learning outcomes found in a LO are expected to include expenential learning, team
learning, second-loop leamning, and shared meaning (Argyris, 1977; Argyris and Schon,
1978; Dodgson, 1993, Senge, 1990). As a result of this learning. organisations are

believed to be capable of new ways of thinking.
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2.2 Why LO?

The fundamental question that organisations need to ask of themselves is why they want
to embark on this journey that does not have an end. Senge commences with the notion
that organisations have learning disabilities. He says that *‘it is no accident that most
organisations learn poorly. The way they are designed and managed, the way people’s
job are defined, and most importantly, the way we have all been taught to think and
interact (not only 1n organisations but more broadly) create fundamental learning
disabilities. These disabilities operate despite the best efforts of bright, committed
people. Often the harder they try to solve problems, the worse the results” (Senge
1990). There will always be systemic inefficiencies in the way organisations are
managed. @ How does one reduce or eliminate disabilities or i1nefficiencies 1n

management?

In practice, organisations are able to identify disabilities that supposedly stop them from
learning. The test for effectiveness appears to lie 1n translating concepts as espoused by
Senge (1990), for example, the five disciplines of systems thinking, mental models,
team learning, shared vision and personal mastery into action and results. Senge (1990)
argued that organisations must learn (which he defines as finding ways to expand
employees’ capacity to create and produce results) if they want to succeed in the 1990s
and beyond. He goes on to outline why the model used by most organisations 1s tflawed
and thus why they must become LOs. He states that the old, bureaucratic command-

and-control model will not be good enough for the challenges ahead:

1. It will not be fast enough to meet the new product development time of foreign

competitors or to spot new market opportunities;

[

It will not be wise enough to deliver the high levels of service customers will
increasingly demand;
3. It will not be smart enough to manage a diverse workforce or to motivate its

smartest employees.
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These three challenges touch on a number of the antecedents of LO and Denton (1998)

identified six of them as follows:

. The shift in the relative importance of the factors of production away from
capital towards labour, particularly intellectual labour.  This increasing
importance of people has gradually forced companies to reduce levels of
bureaucracy and create cultures which allow their employees greater freedom.
LO 1s clearly a people-onented philosophy, and a way of managing the

transition from focusing on mechanisms to focusing on people.

2. The increasing acceptance of knowledge as a prime source of competitive
advantage. This means improving the ability of an organisation to create
knowledge, to transfer knowledge, to use knowledge as a source of competitive
advantage. This 1dea 1s supported by Zuboff (1988), who notes that an
organisation may need to become a learning institution, since one of its principal
purposes will have to be the expansion of knowledge — not knowledge for its
own sake, but knowledge that comes to reside at the core of what 1t means to be

productive.

3. The increasingly rapid pace of change in the business environment, which make
the ability to manage change a key attribute of a successful organisation. The
most salient point about change from a LO perspective i1s the impetus that it
provides for organisations to find new information about their customers, their
markets, their competitors, their suppliers and themselves. The faster the world
changes, the more there will be to learn, and the more time, effort and money
will be needed to keep pace with all the changes. Becoming a LO may be one
way to reduce the costs of learning by making learning a core competence which

the organisation can do effectively as part of its everyday activities.



4. Increasing dissatisfaction among managers and employees with the traditional
command-and-control management paradigm. A study by Graham (1996)
suggests a number of negative aspects of the status quo which include lack of
time and ‘fire-fighting’ (cited by 63% of respondents), inability to gain access to
information perceived to be privileged (47%) and company politics (46%). The
LO concept 1s an attractive concept to fill this void because it attempts to
address many of the concerns that have led to the traditional paradigm being

discredited.

5. The increasingly competitive nature of the global business environment, which
makes 1t important for organisations to be manoeuvrable, fast-acting, aware of
their competitors’ actions. As this trend continues, the idea of becoming a LO i1s

made ever more attractive.

6. The greater demands being placed on all businesses by their customers. LOs
should be better equipped to understand exactly what it 1s that their customers
want (Haines and McCoy, 1995). This knowledge can be acquired only by a
constant effort to understand customers and learmn from them and, having
obtained the information, LOs will be well placed to respond rapidly to the

needs of their customers.

In summary, interest in LO as an organisational development (OD) intervention has
been spurred by the constantly changing work and business environments, which have
been prompted by technological advances, increased levels of competition, and
globalization of industries. The emergence of LOs is not the result of any one factor,
but rather the result of a confluence of circumstances. These circumstances, each of
which by itself suggests that adopting L.LO philosophy may be a suitable way to proceed,
have conspired to make i1t highly attractive to organisations faced with the long-term
prospect of dealing with the combined problems resulting from the antecedents

discussed above. This underlines why moving towards being a LO represents a good

opportunity for many organisations.

21



2.3 Moving towards a LO

Becoming a LO 1s seen by some managers as a strategy to create intellectual capital and
competitive advantage (Garvin, 1993) by placing learmning at the centre of the
organisation's efforts. By focusing on improving the organisation's leaming,
organisational effectiveness and adaptation 1s enhanced (Edmondson and Moingeon.
1998). Further, organisations that can identify and foster their organisational learning
enhance their intellectual capital in the form of knowledge and know-how about their
organisation's learning, that is, how it learns, how it learns how to learn and how 1t

encourages or inhibits 1ts own leaming.

Moving towards being a LO means the need for managers to develop an organisation
which has the types of culture and processes to create the necessary climate. Systems
are also needed to ensure that the organisation can learn continuously. In other words,
moving towards being a LO entails change. To do so, managers must ensure that
people understand the need and direction for change. They must be clear about what

new values, processes and skills are likely to be needed.

The most common method used for creating a LO 1s Organisational Development (OD),
which 1s defined by Beckhard (1969) as an effort planned, organisation-wide, and
managed from the top to increase organisation effectiveness and health though planned
interventions in the organisation’s processes, using behavioural science knowledge. For
LO’s OD, the key focus 1s "organisational transtormation” which differs fundamentally
from the approach of OD which gained support during the 1960s and 1970s. The term
“transformation” implies that there 1s a greater emphasis on the process by which “the

organisation develops itself rather than being changed by outside intervention” (Pedler

et al, 1988).

The development of a LO essentially involves agreement with the basic assumptions

that:



1. learning i1s of value;

2. while learning happens all the time, the quantity and quality of learning can be
increased if 1t 1s done deliberately rather than by being left to chance:

3. learning is a continuous process with no beginning and no end: and

4. shared learning with other people 1s easiest to sustain.

The philosophy of a LO goes beyond the definition of a company which provides a high
degree of training. Essentially, there 1s a prionity objective of developing all human
resources, enhancing skills and then being responsive to learning from those people
regarding how the organisation can be improved. In this way, the essence of learning

within the company is that 1t 1s a cyclical process.

In a comprehensive review of literature and practice on the subject of LOs, Jones and
Hendry (1992) concluded that companies have to pass through five phases to qualify for
the term ‘LO’. These five phases are the (1) foundation/dependency stage; (1)
formation/transitional stage; (111) continuation/independency stage; (1v) transformation
stage; and (v) transfiguration stage. Supporters of the idea will want their organisations
to try to move through these stages, or at least some of them. The start 1s easy but 1t
will gradually become more demanding. Stage 1| is described as concerned with the

following:

1) Learmning how to leam;
2) Developing a natural instinct for learning;
3) Creating motivation and confidence; and

4) Showing that investment can produce success of various kinds.
If one progresses satisfactory through all the five stages then, in the eyes of Jones and
Hendry, one will end up with transfiguration. This ultimate stage is said to be

concerned with the following;:

1) Transformation of an organisation that elevates it into a state of idealising the

cxistence of this organisation:
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2) People coming first and a concern for society’s general welfarc and betterment:

3) Asking crucial questions about why the organisation exists in the forms that it does:

4) The organisation representing a way of life to be cherished because of its values:
and

5) The organisation developing to accommodate and understand global cultures,

tolerance, integration and cooperation.

While studying their review has given one a good picture of the different stages of
organisational development, Jones and Hendry did not offer many prescriptive

measures on how to go about moving through these stages.

Marshall et al (1995) gave a more detinite answer on how to move towards being a LO.
Their basic argument 1s that organisations that reward people for leaming could create
an environment where people are willing to learn. They said that to start off, as a first

step, one should define accurately the costs of not learning. Then, tie learning’s value

to critical organisational needs. They also recommended organisations to ride on the
quality movement waves, embrace continuous i1mprovement and question their
assumptions, have effective teamwork and practise benchmarking to explore *‘best

practices” and leverage the learning process. Other tools and strategies include:

1) Modeling, that 1s, identifying an i1deal and then copying it;
2) Dialogue which explores i1ssues from the base of their assumptions and allows

underlying beliefs to be surfaced, prior to decision making;

3) Adopting Argyris’s double loop technique., which shared feedback in written form
with each other to illuminate and address assumptions and beliefs; and
4) Practising action-reflection learning, a process that says that learning does not stop

when action is taken. Rather. that’s when learning begins.

Marshall et al’s recommendations have focused mainly on challenging assumptions and
benchmarking, but they have stopped short of asking for a total business process

reengineering.  On their argument of rewarding learning to allow a learning



environment to take root, one advice 1s that one should stop expecting people to
produce a mistake-free performance, and begin holding them accountable for learning

from their mistakes.

At about the same time as Marshall et al, Robert Dilworth (1995) came out with a new
concept, the ‘organisational DNA’, to help tackle the issue of sustaining the learning
process. He defined ‘organisational DNA’ as ‘the internalized values and beliefs that
govern individual and team behaviour which operate much like a genetic code’. He
then suggested some specific strategies would help create the kind of DNA necessary to
perpetuate individual and group learning processes in direct juxtaposition with the
organisational business processes. Dilworth’s strategies includes cross-functional teams
or task forces, job rotation, work-outs, action leaming, succession planning, career
pathing, mentoring programmes, employee exchange programmes, distributive learning,
formal training, town meetings, celebrations of success, self-directed teams, e-mail
interconnections, and cross-peer tutoring. However, he remarked that these strategies
do not represent a single system or all-inclusive list of strategies and will vary widely

depending on circumstances In a given organisation.

Dilworth’s strategies actually complemented Marshall et al’s recommendations by
focusing on processes. In fact, an analysis of the LO concept suggests that 1t 1s more
useful to approach it in terms of organisational values and processes that adopt a
learning-based approach than in terms of specific structures and models of good
practice. This suggests that developing a LO is not a matter of adopting procedures and
practices used elsewhere because to do so runs contrary to the processes of learning and
change. Many of the issues and choices raised by the idea of the LO relate to broad
questions of culture and learning structures. The essential task appears to be the

creation of enabling cultures and structures which are needed at organisational and

individual levels.
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It is perhaps more appropriate to suggest that organisations can develop in a progressive

manner towards a LO but it 1s an 1dealised state which may never be attained. Such a

perspective 1s sustainable if one views the LO as a variable.
2.4 General Problems with Literature on LOs

There are a number of specific difficulties with the LO literature. Some of these issues

are worth considering here.

Vanable vs root metaphor

The 1dea that a “strong LO” has a distinct and positive impact on performance is very
popular, and commentators have identified a range of benefits of developing such an
organisation (Garrett, 1987; Mayo and Lank, 1994; Mumford, 1995). The key question
from this perspective i1s - are they right in their assumption that there is a strong and
positive impact on performance which results from being a LO? Is there any evidence?
The less popular perspective stresses that the LO 1s a type of culture and that the
organisation 1s essentially a culture. It views the organisation as an expressive,
idealistic and symbolic phenomenon (Jones, 1994). The latter view of the LO plays
down the pragmatic results that may follow from having one 1n favour of a more
general understanding of what 1t 1s. This, however, 1s not the way 1n which many of

those who embrace the LO notion think about 1it.

The nature of an organisation

Viewing organisations as systems 1s essentially adopting the metaphor of organisations
as organisms. Such a metaphor has significant limitations, primarily its assumption ot
functional unity, whereas in reality organisations are not normally charactenized by
harmony. Organisations are products of visions, ideas, norms and beliefs so that their

shape and structure is much more fragile and tentative than the matenal structure of an

organism (Argyris and Schon , 1981).



The nature of a LO culture

Much of the discussion in the literature is clearly written from the perspective that the
LO can be designed and managed effectively to produce positive outcomes for the
organisation. Many commentators have attempted to specify what the LO culture
should consist of (Burgoyne 1995). However, the literature on learning culture
characteristics is extremely broad, drawing on work from sociology, psychology and
anthropology as well as business disciplines, which perhaps makes the task of

formulating such a theory a monumental one.

The nature of the learning process

Many commentators on the LO tend to emphasize learning in the context of the
organisation transforming itself in relation to its environment and a reciprocal process
of individual leaming and development. However, the concept of learning itself is
being used too casually and indifferently (Jones, 1994) and many organisations try to
quantify learning in very prescriptive ways. It i1s tenable to suggest that because so
many varieties and kinds of leaming go on in organisations, to attempt a rigorous

assessment of it in terms of outcomes may be inappropriate.

Learning vs teaching

French and Bazalgette (1996) essentially argue that the LO concept will continue to be
distorted unless the teaching component of management and of the organisation

generally is given as serious consideration as the learning function.
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The role of organisational size

There has, in general, been little attempt to address the role of organisational size in
discourse on the LOs. In fact, in general, there i1s a large organisation mentality
underpinning much of the writings on the LO. Fiol and Lyles (1985) identify culture,
strategy, structure and the external environment as important contextual influences on
the LO but fail to consider size in any explicit way. Shnivastava (1983) gives implicit
recognition to size in his consideration of various levels of learning but does not

specifically examine how size characteristics may influence the capacity to become a

LO.

The notion of teams 1n a LO

The notion and role of teams in the LO literature gets mixed treatment. Jones (1994)
points out that influential work by Quinn (1992) and Hampden-Turmer (1990) make
little or no reference to teams, and Huber (1991), in a major review of organisational

learning processes, neglects the role that teams may play.

The nature of organisational knowledge

A central issue, in the context of notions of the LO is the nature of organisational
knowledge (Lyles and Schwenk, 1992; Prahalad and Bettis, 1986). Agreement and
disagreement are apparent at many levels of the organisation at all times, and as
organisational members try to reach agreement or settle for disagreement they continue
to develop organisational knowledge, enabling finer and finer distinctions. However,
what is knowledge and how does it develop as well as what are the conditions for

knowledge to develop? These issues have received limited attention in the LO

l1iterature.
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2.5 Chapter Summary

In this chapter, the focus 1s on the factors that have raised to prominence the notion of
LO. It attempts to answer the first of the research questions raised in the previous
introductory chapter: what 1s a LO, what factors have spurred the development of the
LLO? It was discovered that there 1s no single definition of what a LO 1s. although there
appears to be some common recognition about the core characteristics of a LO Lke
teamwork, shared goals, open communication, sharing of information, system thinking,

management support and encouragement of new 1deas.

After this, the chapter then turned to look at the various dniving forces, forming the
context in which a LO must be placed before it may be explored effectively. The
factors to consider include (a) the shift in the relative importance of the factors of
production away from capital towards labour, particularly intellectual labours; (b) the
increasing acceptance of knowledge as a prime source of competitive advantage; (¢) the
increasingly rapid pace of change in the business environment; (d) increasing
dissatisfaction among managers and employees with the traditional, command-and-
control management paradigm; (e) the increasingly competitive nature of global

business; and (f) the greater demands being placed on all businesses by their customers.

The above driving forces do not on their own combine to create a LO; they merely
create an environment in which the LO is a possible route to competitive advantage.
This leads one to the discussion that the two main reasons for moving towards being a
LLO are for survival and excellence, and to do so means one needs to develop an
organisation which has the types of culture and processes to create the necessary
climate. Systems are also needed to ensure that the organisation can learn continuously.
In other words, moving towards being a LO entails change, and most change models
emerge from what is generically known as organisational development (OD). OD 1s
about planned change; ie., getting individuals, teams, and organisations to function

better. This involves common sense, hard work applied diligently over time, a



systematic, goal-oriented approach, and valid knowledge about organisational dvnamics

and how to change them. OD programmes are long-term, planned, sustained efforts.

The final part of this chapter briefly looks at a few general problems related to the
literature and concept of LO. This includes (a) whether LO proponents are right in their
assumption that there 1s a strong and positive impact on performance which results from
being a LO; (b) the lIimitation of adopting the metaphor of organisations as organisms
especially 1ts assumption of functional unity as in reality organisations are not normally
characterized by harmony; (c) the challenging task of formulating LO theones as the
learning culture characteristics is extremely broad. drawing on work from soctology.
psychology and anthropology as well as business disciplines: (d) the large vanety and
kinds of learning going on in organisations may make any attempt to rigorously assess
them in terms of outcomes inapproprate; (¢) the fact that teaching component ot LO
generally is not given as serious consideration as the learning function; (f) a large
organisation mentality underpinning much of the writings on LO: (g) mixed treatment
on the notion and role of teams in LO literature; and (h) limited attention on the
definition of knowledge in LO literature and how it develops as well as the conditions

for 1t to develop.

While it is not possible for this research to address all the issues, an attempt will be
made, in the context of NTUC LeamningHub (LHub), to (i) move the direction of an
organisation towards being a LO using the Malcolm Baldridge Business Excellence
framework; (i1) do this in the context of a small and medium enterprise (SME). and (111)

gather evidence to link LO with company performance in the area ot sales, customers

and employees’ satisfaction.

The next 2 chapters will discuss about (i) above, by introducing an OD programme, the
Malcolm Baldrige National Quality Award (Chapter 3), and states the relationship of
the various dimensions found in the framework with LO concepts (Chapter 4). Chapter

1 will also deals with (i), highlighting LHub and its various initiatives in relation to LO
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and the Malcolm Baldrigde Business Excellence framework, and Chapter 5 and 6 will

focus on (111), describing the research methodology and findings.
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Chapter 3 — Learning Organisation and Business Excellence

As discussed 1n Chapter 2, the development of the LO concept 1s affected by a tew
important driving forces and i1n response to this, companies take different routes to
move towards being a LO. As such, LOs can take many forms. How this idea develops
depends upon the type of business concerned, the context and the situation, and above
all the people 1n that organisation — their skills, values, beliefs and aspirations. Having
said this, the chapter also discussed some models of LOs that might be helpful in

plotting one’s own course.

In this chapter, one particular model, the Malcolm Baldrnige National Quality Award,
will be introduced. The chapter attempts to answer the second process questions,
namely, ‘Why is the Malcolm Baldrige Business Excellence framework being treated as
a proxy of a LO and does adopting such a framework improves business performance?’
It will discuss how the seven dimensions found in its framework are very similar to
some selected LO models. The Malcolm Baldrige framework will also be the OD
model used for NTUC LearmingHub (LHub) and for the purpose of this research, to test
the validity of the hypothesis that there will be a positive effect on LHub’s business

results in the areas of sales, customers and employees’ satisfaction after attempting to

change it into a LO.

The last section of this chapter will summarise the contents of a few important studies
over the last 15 years on the benefits that may be achieved from implementing Malcolm
Baldrige business excellence activities and the reasons why it has been implemented.
The work includes key leamning points. Not all the messages are positive. Although
there is compelling evidence that business excellence delivers benefit to the

organisation, it is clear that it does not work for everyone.

32



3.1 Business Excellence in Organisations

Modelling an effective organisation is a traditional pursuit in business schools and
consultancies. Systems thinking and total quality management. especially in the
teachings of W. Edwards Deming (1986, 1993), have been strong influences. So has
the 1dea of excellence, famously introduced in the 1982 bestseller “In Search of

Excellence”, and which has become an enduring focus for many organisational

improvement schemes ever since.

However, the problem with excellence is sustaining it. Even a few years after the
publication of Peters and Waterman’s book (Peters, 1982), as Futrel (1984) gleefully
pointed out in Business Week, a sample of companies highlighted in the book no longer
met the original criteria. They had, in various ways, fallen from grace. The fall from
excellence of twelve of these fourteen companies was attributed to their failure to adapt
to fundamental changes in their markets. Such findings raise questions about the traits

companies need to sustain excellence.

Organisational performance excellence means different things to different organisations

(Scholtz, 1997: Prescott, 1998: Prinsloo et al., 1999; Peters and Waterman, 1982).
According to Robson (1988), the absence of a comprehensive and integrated practical
model has caused the demise of many efforts to introduce organisational performance
excellence.  Therefore, constructing a definition of organisational performance

excellence seems to be quite a challenging task (Knauft et al., 1991).

Samson and Challis (1999) state that the world’s truly excellent companies illustrate
definite observable patterns. These patterns include: (1) a single, 1ntegrated
improvement strategy: (ii) a conscious focus on using a set of fundamental principles ot
management to guide behaviour in their organisation; (ii1) active management of
performance, linking rewards for all employees to organisational performance: (1v)

benchmarking themselves against other leading companies and setting corresponding
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stretch goals and most importantly; (v) linking together elements of strategy, actions

and operations, performance and rewards in powerful, sensible ways.

Veldsman (1994, 2002) postulates that world class organisations need to be
characterised by: (i) convergence around specific foci and divergence towards new foci;
(11) extrapolation from present to future creation, maintenance of the existing and
creation of the new; (1i1) alignment around vision/philosophy and flexibility in the ways
to achieve the vision; (iv) control over the context of action (eg. direction, outcomes);
and (v) allowing for the survival of the fittest through constructive competition and

ensuring support through caring.

Rhinesmith (1996) 1s of the opinion that no business can excel and succeed without a
proper business strategy, which must be translated into appropriate policies, processes,
structures, procedures and plans of action. This implies that the integration of these
elements into an efficient and effective management system 1s a prerequisite for

corporate success and also the foundation of a global strategy.

Prinsloo et al (1999) developed a model of a world-class organisation. This model
depicts direction, delivery system and business results as key elements and concepts of
corporate excellence. Prinsloo et al (1999) also regard the concept of joint governing

(“partnering”) as an essential component in the management of world-class
organisations. Joint governance refers to the inter-relationships between the various

stakeholders - customers, suppliers, employees, organised labour, government,

community, etc.

Most world-class organisations practise what has been called the “lean management”
concept of business (Aurik et al, 2003). Steen (2002) summarises this concept as
follows: (i) defining customer value; (ii) adding value at every step along the way; (1n)
creating a value chain; (iv) tailoring product to customer needs; and (v) pursuing

perfection, ie. seek continuous improvement.
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Against this background of premises formulated by different scholarships, and for the
purpose of this study, organisational performance excellence, therefore. can be
conceptualised as a goal, based on corporate culture, values and belief systems
(mindsets), underlined by an integrated framework and fundamental strategic
determinants. These strategic determinants provide the foundation stones on which an

organisation, committed to excellence, can build its strategic competitiveness (Hamel

and Prahalad, 1994; Scholtz, 1997; Denton and Campbell, 1999; Doug. 2000).
3.2 Malcolm Baldrige Business Excellence Framework

Strategic determinants for organisational performance excellence are key areas of
organisations, which, if properly managed, will improve an organisation’s global
competitiveness and performance excellence (Doug, 2000; Ali et al, 2001; Stiglhtz,
2002). Organisational model like the U.S. Malcolm Baldrige National Quality Award
(GAO, 1991; Wisner and Eakins, 1994; NIST 2002) has condensed a list of strategic
determinants for organisational performance excellence. Specifically, these strategic
determinants, or 7 dimensions of the Malcolm Baldrige National Quality Award (Figure

3.1), are:

1) Leadership - Examines how senior executives guide the organisation and how
the organisation addresses its responsibilities to the public and practices good
citizenship.

2) Strategic planning - Examines how the organisation sets strategic directions and
how it determines key action plans.

3) Customer and market focus - Examines how the organisation determines
requirements and expectations of customers and markets; builds relationships
with customers; and acquires, satisfies, and retains customers.

1) Measurement, analysis, and knowledge management - Examines the
management, effective use, analysis, and improvement of data and information

to support key organisation processes and the organisation’s performance

Imanagement system.
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5) Workforce focus- Examines how the organisation enables its workforce to
develop its full potential and how the workforce is aligned with the
organisation’s objectives.

6) Process management - Examines aspects of how key production/delivery and
support processes are designed, managed, and improved.

7) Business results - Examines the organisation’s performance and improvement in
its key business areas: customer satisfaction, financial and marketplace
performance, human resources, supplier and partner performance, operational
performance, and governance and social responsibility. The category also

examines how the organisation performs relative to competitors.

These criteria can be used by organisations of all kinds for self-assessment and training
and as a tool to develop performance and business processes. The Award frameworks
were seen to be best-practice models for implementing excellence strategies,
performing self-assessment, benchmarking, and ultimately delivering improved

performance.

The Excellence Model conceptual framework used in this study consists of the Malcolm

Baldrige Business Excellence Model, which is based on the following premise as

depicted i1n Figure 3.1 (NIST, 2007):

e Customer and stakeholder satisfaction, people satisfaction, impact on society,
supplier and partnership performance
are achieved through
e [eadership
driving
e Policy and strategy, customer and stakeholder focus, people management,
resources and information management, and processes

leading ultimately to excellence in

e Organisation results.

36



Figure 3.1 - The Malcolm Baldrige Criteria Framework

Baldrige Criteria for Performance Excellence Frameworic A Systems Perspective
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Source: 2007 Award Criteria Booklet (NIST, 2007)

The Award criteria are designed to help organisations utilize an integrated approach to

organisational performance that results in (NIST, 2007):

(1) Delivery of ever-improving value to customers, contributing to marketplace

SUCCCECSS,

(2) Improvement of overall organisational operational effectiveness and
capabilities; and

(3) Organisational and personal learning.

In the area of organisational and personal learning, assessing business excellence or
organisational excellence is an essential part of a learning and measurement process.
This involves people in self assessment and allows organisations to identify strengths
and improvement opportunities, as well as enabling the progress of excellence
programmes to be monitored in a systematic way. By encouraging each person to
develop new awareness about how they view themselves, their work and the world they
live in, an organisation will eventually incorporate some common beliefs and
characteristics in the work that people do. These beliefs and characteristics will soon
translate into policy, practice, and procedures that become ingrained in the way people

within the organisation behave. Of course, this process will take time, true
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commitment, much practice and the willingness to honestly examine one’s personal

beliefs, limitations and aspirations.

The focus of the Malcolm Baldrige Award is on enhanced competitiveness. The Award

Critena reflect a few key competitiveness thrusts (NIST, 2007):

(1) Excellence model is strategically linked to the business goals;

(2) Customer understanding and satisfaction is vital;

(3) Employee participation and understanding at all levels is required:;

(4) The need for management commitment and consistency of purpose;

(5) The organisation 1s perceived as a series of processes which incorporate

customer supplier relationships.

The next section attempts to use these five competitive thrusts to critique the Baldrige

model.

(i) Excellence model is strategically linked to the business goals

The Baldnge model supports this principle in a number of ways. First, the 7
dimensions represent a business 1n i1ts totality. Second, policy and strategy 1s a key
criterion and third, the results critena give some 1dea of successful strategy. However,
the Baldrige model does not formulate strategy, nor does it properly evaluate strategy,
rather 1t evaluates the process of forming strategy. The danger in this limited
involvement 1n the strategic process is that the Baldrige model could be seen as simply
a strategic audit tool rather than intrinsically linked with strategy (Madu and Chu-Hua,
1994).

(ii)  Customer understanding and satisfaction is vital

In this area the Baldrige model is seen as making a significant contribution. Customer

Satisfaction is a key result criterion and links must be shown back to enabling c¢ntena.
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Customer satisfaction ratings can also be benchmarked across other organisations. One
cause for concern is the lack of a predictive element that would help identify new

customers and markets, reflecting the lack of strategic integration referred to already.

(iti) Employee participation and understanding at all levels is required

The Baldnige model has both people management and people satisfaction enabler and
result criteria respectively. These criteria enable approaches to people involvement to
be evaluated and benchmarked. However, there are a number of problems 1n this area.
First, the model is an audit tool of what is already happening; it does not indicate best or
preferred practice in an organisational context.  Also, whereas Total Quality
Management (TQM) is often translated through the workforce by simple easily
understood approaches (Borley, 1994), the Baldrige model remains rather complicated

and bureaucratic in this respect.

(iv) The need for management commitment and consistency of purpose

The leadership criterion is a key enabler within the model. Unfortunately, it 1s difticult
to evaluate the effectiveness of leadership. The selection of appropriate criteria depends
on the objectives and values of the person making the evaluation, and people have
different values. The Baldrige model attempts to include a variety of different critena
in the evaluation but this approach still requires subjective judgement about how to
assign a weight to each measure. For instance, one of the cnteria is based on a
coach/mentor style of leadership that advocates a role modelling approach. This style
of leadership is very supportive of the TQM framework (Wilkinson and Willmott,
1994). Perhaps this definition of leadership is not appropriate in all business

circumstances and emphasises the limitations of defining all organisational settings

within a ngid model.
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(v)  The organisation is perceived as a series of processes which incorporate customer

supplier relationships.

Central to the Baldrige model is the business process criterion. This criterion defines a
series of steps for systematic management and improvement of business processes.
However, the model does not show how business processes can be identitied or
improved — 1t remains as a detached audit tool. Also, it may not be appropriate for
organisations to be completely process based; there may be a partial process—functional

structure (Peppard and Rowland, 1995). The model takes no account of this situation.

Other cniticisms of the Baldrige model (Leonard and McAdam, 2002) include (i) criteria
are static and not dynamic; (11) applicants nominate themselves and are not nominated
by customers; (111) it fails to define quality clearly; (1v ) Awards encourage a home-
grown approach to quality and this will not help them to achieve world-class
performance; (v) companies may focus on winning the Award rather than opportunities
for self-examination, learning and improvement; and (vi) pursuing the Award distracts

the attention of key executives from running the business.

Despite these shortcomings, quality and business excellence awards that recognise
excellent organisational performance have emerged as a significant component of the
productivity and quality promotion strategies of many countries as many organisations
do see mernits in embarking on business excellence (Calingo, 2001). The central
purpose of these awards 1s educational - to encourage sharing knowledge and
experience of competitiveness and to drive this learning, creating an evolving fund of
knowledge (Porter and Tanner, 2004). In this respect, the purpose is very similar to one
of the goals of LO.

3.3 Business Excellence and LO

The similarities between the LO and business excellence charactenistics far outweigh
the differences. Tobin emphasises the need for LOs to be committed to quality.

descrnbing quality as ‘a measure of the skills, knowledge, and abilities of the people
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involved 1n the learning effort’ (Tobin, 1993). Interestingly, Lessem (1991) sees quality
and learming as the two dominant factors in organisations, viewing leaming as the
process and quality as the end. He fuses the two concepts to form a more fundamental
concept for those interested in organisation learning: total quality learning. Again. this
serves to emphasise both the importance of quality as emphasized in Malcolm

Baldrige’s Crteria for Performance Excellence (CPE) and 1ts close relationship with

[.Os.

Table 3.1 compares the 7 dimensions of the Business Excellence framework with the
different variables derived by Senge (1990), Peddler et al (1991) and Marquardt (1996).
Some of these items point clearly at action, others are removed from the action and
describe how it appears. Most of them require considerable planning and lobbying.
Basically, the intention of all the models is to offer pointers for developers to use as
they see fit and tailor to their own organisations. Table 3.1 is thus a mixed list of
characteristics that serves as a guide for developers and is not intended to be detinitive
as there are many ways one can propose what a LO should look like. The very point
about the subject matter is that it should be enabling rather than prescriptive. The goal
is to put together two streams of thought: the continuous process of learning and the

continuous process of improvement.

Finally, both Excellence and LO models share a set of fundamental philosophies. These
include: acceptance of responsibility by the top management, customer orientation, high
level of employee participation, open and effective communication, fact-based
management and strategic quality planning (Pedler et al, 1990; Senge, 1991; Marquardt,
1996: Porter and Tanner. 2004). Both models attempt to focus attention on
organisational performance excellence and facilitate a better understanding of the
underlying issues. By and large, both fit into an integrated approach to organisation
development. However, the full impact of these model frameworks on improving
organisational performance, global competitiveness of national and international
industry and commerce. as well as applicability to small and medium enterprise and

non-profit public service organisations must still be ascertained.
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Table 3.1 - Comparing Business Excellence Framework with Different LO related

Variables
Malcolm Peddler et al | Peter Senge Marquardt Fundamental Philosophies &
Baldrige (1990) (1991) (1996) Concepts
p AR I Eh | SCk (I 9841 3
Leadership A learning Shared Vision | Involved _T()p mana_gement lzadership;
climate [eadership visionary leadership; leadership
through involvement; leadership
Climate of and constancy of purpose:
Openness leadership direction and support
are essential; social responsibility;
Multiple fulfil obligations to all
Advocates or stakeholders and society
Champions
Strategic A learning Mental Experiment Future planning; focus on the
Planning approach to Models Mindset future; strategic alignment; agility
strategy
Participative
policy making
Customer & Boundary | Scanning | Customer-driven excellence:
Market Focus workers as Imperative customer focus; pnnmary focus on
environmental customers and the marketplace;
scanners customers define quality
| Measurement, [Informating | Concern for Results orientation; focus on
Analysis and Measurement | results and creating value;
Knowledge Formative management by facts; factual
Management accounting Performance approach to decision-making;
and control Gap knowledge-driven system
Workforce Reward | Personal | Continuous Organisational and personal
Focus flexibility Mastery Education learning; valuing employees;
people development and
Self- Team involvement; continuous learning;
development | Learning cooperation and teamwork; people
opportunities are most important resource:
for all continuous improvement requires
continuous learning
Process l Internal Systems Operational Process control; Kaizen
Management exchange Thinking Variety improvement; managing for
Innovation; management by
Enabling Systems processes; continuous innovation
structures Perspective and improvement; partnership
development; prevention-based
Inter- process management; focus on
company continuous improvement and
learning breakthrough thinking; understand
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3.4 LO, Business Excellence and Business Results

Much of the LO literature is conceptual and descriptive. This section attempts to
answer a key research question - whether organisations that embrace strategics
consistent with the LOs are thought to achieve improved performance (Guns. 1996).
Surprisingly, few empirical studies have examined the relationship between the LO
concept and firm’s financial performance. One exception is recent evidence that firm
performance is positively associated with those strategies (Ellinger, Ellinger, Yang, and

Howton, 2000) and that LO strategies are related to perceived innovation (Holton and
Kaiser, 2000).

As discussed 1n the previous section, there are similarities between LO characteristics
and Malcolm Baldnige National Quality Award framework. Hence, for the purpose of
this study, the business performance of Malcolm Baldrige Award winners will be
treated as a ‘proxy’ to the business performance of LOs. This section will present the

work by various researchers in chronological order.

The first comprehensive study into the benefits of following a business excellence
approach was conducted by the American General Accounting Office (GAO, 1991).

The purpose of the study was to determine the impact of formal business excellence

practices on the performance of selected US companies. The study reviewed twenty

companies that were among the highest-scoring applicants in the 1988 and 1989

Baldrige Award process. The overall summary concluded that:

1) Companies that adopted business excellence practices experienced an overall
improvement in corporate performance. In most cases companies achieved
better employee relations, higher productivity, greater customer satistaction,

increased market share and improved profitability.

2) Each of the companies studied developed its own unique environment that had

its own opportunities and problems. There were, however, common features 1n
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their management approach that were major contributing factors to their

improved performance.

3) Many different types of companies benefited from a business cxcellence

approach, underpinning the fact that the practices were universally applicable.

4) None of the companies reaped the benefits of their approach immediately. It
was concluded that allowing sufficient time for results to be achieved was as

important as initiating a business excellence programme.

Research conducted by Wisner and Eakins (1994) studied the performance of Baldnue
winners over the period 1986-1993. Companies under review include Motorola,
Zytech, AT&T, Granite Rock Co and Ritz-Carlton Hotel. All recorded significant
improvements in their key performance indicators such as sales volume, costs savings,
on-time deliveries, in-process defects, design cycle times and employee satistaction.
There are several common themes with the decrease in costs and cycle time standing

out, as does the increase in employee involvement and customer satisfaction.

The overall conclusions of the report are that, while winning the Baldnge Award has
not guaranteed success, the Award winners are generally recognised as profitable
companies and exhibit strength in terms of market share, product quality and other
performance benchmarks. Of particular importance is that the Baldrige Award winners
provide examples that investment in quality programmes can result in cost savings,
market share improvement, and impressive improvements in manufacturing and service

performance.

While the above studies basically indicate that there is a positive relationship between
Baldrige winners and their business performance, Helton (1995) in his study on the
share price performance of Baldrige winners discovered that a couple of the early
Baldrige winners actually ran into financial difficulty within a few years of winning the

award, and this was not a good advertisement for the process. Such was the impact of

44



Helton’s work that each year the National Institute for Standards and Technology

(NIST), which manages the Baldrige Awards, releases updated figures to reflect the
latest data.

In 1995, Powell conducted a survey of firms with the objective of i1dentifying whether
business excellence led to a competitive advantage (Powell, 1995). The firms selected
for the study included organisations that were considered to have implemented business
excellence, and those that had not. Interviews were conducted with the CEO and
Quality Executives to collect more information about their approaches and

performance. A number of interesting conclusions were drawn from the work:

1) The study concluded that business excellence could produce economic value to
the firm, but not for all adopters;
2) Success depended on executive commitment, having an open organisation, and

employee empowerment;

3) Success depended less on benchmarking, training, flexible manufactuning,

process improvement and improved measurement.

The overall conclusion from the study was that business excellence can produce a
competitive advantage, but that it is not necessary for success in every instance. It was
further suggested that business excellence’s highest purpose and real contribution to US

business is that it provides a framework that helps firms to understand and acquire

resources as part of an integral change programme.

Hendricks and Singhal (1997, 2000, 2001) did a study similar to Helton and NIST

described above, but theirs was more extensive because it concluded many types of

excellence awards and not just the Baldrige Award. By using the receipt of a quality
award as a ‘proxy’ for effective business excellence implementation, winners from 140
different award bodies were selected and a sample of about 600 publicly traded award
winners, including those from Baldrige, were studied. The organisations’ performance

during implementation, which was taken to be a five-year period before the award was
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given, was compared to the performance post-implementation, which was a five-vear
post-award period. The performance of the winners was compared with the

performance of carefully chosen benchmark organisations.

The first major conclusion from the research was that there was no difference in the
performance of the award winners and the benchmark group in the period prior to
winning the award. The performance post-awards was, however, significantly different.
A further conclusion is that more benefit in percentage terms is achieved by small
compared to larger organisations. The work by Hendricks and Singhal provides
compelling evidence that business excellence 1s of benefit to organisations. The
research papers include some other information that 1s also of interest, such as an
analysis of self-assessment scores to see what factors drive the financial performance.
The authors conclude that business excellence 1s not a tool or technique, a programme,
or a replacement for corporate strategy, but 1t 1s a source of competitive advantage.
Although an American study, it has been accepted that the findings are applicable
throughout the world, and work 1s currently being undertaken to replicate the work with

European Award winners (Porter and Tanner, 2004).

Fisher et al (2001) conducted a survey of the different USA State Awards, and
compared some economic factors found in these States with those found 1n States that
did not administer a State Award. The underlying principle of Baldrige 1s that the
promotion of such awards will lead to economic success. Logic thus dictates that if this
is indeed the case, the economic performance within States with awards will be superior

to that in those that do not.

The results indicated that there may be a relationship between States that demonstrate
commitment to quality business practices, but it is accepted that many other factors
have an influence on economic performance. This is an important conclusion, as
several of the studies covered in this section conclude that business excellence is not a

guarantee for success. The research supports these findings.
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To sum up, 1n this section, a range of empirical research conducted has been examined
to show the value that an organisation may gain from adopting a business excellence
philosophy which, as stated in an earlier section, has a number of similarities with the
key components of the LO. This work stretches back over a decade, and includes all the

major business excellence frameworks covered in Chapter 3.

Research indicates that business excellence delivers competitive advantage. Many
researchers have shown a link between quality activities and organisational
performance. While receiving a Baldrige Award or any other award is not a guarantee
of success, to win the award organisations must show continuous and major
improvements. The approach for all the studies in this section 1s essentially the same

but 1t 1s apparent that the selection of the comparison or benchmark group makes all the

difference in how impressive the results appear.

With this, the research question mentioned in Chapter 1 is slightly modified with an

extension as follows:

(i) Will an organisation that adopts the Malcolm Baldrige business excellence

management approach be one step closer towards being a LO?

(j) Will an attempt to change an organisation into a LO by using the Malcolm
Baldrige business excellence approach have a positive effect on business results

in the area of sales revenue, customer satisfaction and employees’ satisfaction?

The following section will explain briefly a real life situation of NTUC LearningHub
Pte Ltd (LHub) and examines the extent to which the company has grasped the
opportunity that LOs represents. The purpose of highlighting this is that LHub 1s the
subject of interest in this research work and the author will empirically study 1ts
performance in the area of sales, customers and employees’ satisfaction from the
research period of July 2005 to July 2006. Details of this will be covered in Chapter 5

on research methodology.
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3.5 Case Study — NTUC LearningHub Pte Ltd (LHub)

[n late 2003, the National Trades Union Congress made a decision to incorporate its
Computer Training Centre (CTC) on 1 August 2004 and renamed the training centre to
NTUC LearningHub Pte Ltd (LHub). The newly incorporated unit is 100% owned by

NTUC Investment Cooperative, which is in return 74% owned by NTUC and 36%
owned by 34 NTUC affiliated unions.

NTUC hopes that the move will not only boost its commitment to promote lifelong
employability for union members, but will also enable 1t to expand in new areas such as
executive training, adult learning and skills certification. The newly incorporated arm
will become a completely independent organisation that will respond faster to customer
needs and provide even higher standards of quality training. The move will also allow
the NTUC to focus on its core business of labour relations. At the same time, training

and skills upgrading continue to remain a prionity area for the labour movement.

At incorporation, LHub had 29 staff, including 8 senior officers and 21 support and
counter staff. The products offered by CTC then included 60 different types of
information technology courses targeted primarily at union members and workers,
English literacy courses like Functional Literacy for Our Workers (FLOW), Basic
Education for Skills Training (BEST), Worker Improvement through Secondary
Education (WISE) and Critical Enabling Skills for Workers (CREST).

In 2006, LHub decided to embark on an ISO 9000 journey and use the ISO 9000
framework as a vehicle for business improvement. The management felt that the
process of assessing LHub for conformance to a Quality Management System like I1SO
9000 and the review process are important elements in the process of continuous

improvement. The ultimate goal 1s to:

1. Achieve a better understanding and consistency of all quality practices

throughout LHub;
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Ensure continued use of the required quality system year after year;

Improve documentation;

Improve quality awareness;

A

Strengthen LHub as an organisation and improve customer confidence

and relationship;

9

Yield cost savings and improve profitability:;

7. Form a foundation and discipline for improvement activities within the

quality management system.

A Senior Manager was employed to oversee this imitiative. The target set 1s to go
beyond ISO 9001:2000 and move towards ISO9004:2000, then business excellence 1n
the form of the Singapore Quality Class Award, the Singapore equivalent of Malcolm
Baldrige Business Excellence Award (see Figure 3.2).

Ficure 3.2 - ISO 9000 and Business Excellence

Renefit Business Excellence (S’pore Quality Class)

achieve
[ISO9004: 2000

ISO 9001:2000

Scope
Time to implement

Ever since then, LHub’s business progress has been spectacular. From a loss of $120k
in FY 04/05, it made a profit of $233k in FY 05/06, despite continued market shocks
especially in the area of reduced government funding (see Figure 4.19). The prospect is
even brighter for FY 06/07 as LHub was able to make profit every month since the
inception of the FY in April 06 (see Figure 4.20) and the expected profit for FY 06/07 1s

more than $2.5m.
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Figure 3.3 - LHub's
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In the context of this case study and based on the extended research question mentioned

in the previous section, the hypothesis is as follows:

Hla: From July 2005 to July 2006, LHub has moved towards being a LO by
adopting the Singapore Quality Award (SQA) business excellence approach.

HI1b: By embarking on LO and business excellence journey, LHub's sales revenue,

customer and employees’ satisfaction level will increase from July 2005 to July

2006

3.5 Chapter Summary

It is difficult, but nevertheless essential, to attempt to determine best practice in the field
of organisational learning. The development of a model of best practice allows one to
make reliable recommendations to organisations about the value of business excellence

and for that matter, LOs.

This chapter is organised into five sections. First, it introduces the concept of
organisational performance excellence through a literature review and attempt (o

determine the best practice. Against this background, organisational performance

50



excellence has been conceptualised as a goal, based on comporate culture, values and

belief systems, underlined by an integrated framework and fundamental strategic

determinants.

The second section of the chapter states how these strategic determinants provide the
foundation for the 7 dimensions of the Malcolm Baldrige National Quality Award,
namely, (1) leadership, (ii) strategic planning, (iii) customer and market focus, (iv)
measurement analysis, and knowledge management; (v) workforce focus; (vi) process
management; and (vii1) business results. These criteria can be used by organisations of

all kinds for self-assessment and training and as a tool to develop performance and

business processes.

The third section of this chapter highlighted a few shortcomings of the Baldrige model,
namely, (1) 1t could be seen as simply a strategic audit tool rather than intrinsically
linked with strategy; (i1) the lack of a predictive element that would help identify new
customers and markets; (111) it is an audit tool of what is already happening and does not
indicate best or preferred practice in an organisational context; (iv) remains rather
complicated and bureaucratic for the workforce to understand; (v) definition of
leadership and criteria used may not be appropriate in all business circumstances; (vi)
remains as a detached tool and does not show how business processes can be 1dentitied
or improved; and finally, (vii) it takes no account of how organisations may be a partial

process—functional structure rather than completely process based.

Despite these limitations, quality and business excellence awards that recognise
excellent organisational performance have emerged as a significant component of the
productivity and quality promotion strategies of many countries. There is also a lot of
similarities between LO and business excellence concepts. Comparing the Baldnge
model with those developed by Peddler et al (1990), Senge (1991) and Marquardt
(1996), it can be seen that the fundamental philosophies are not very much different.

These include acceptance of responsibility by the top management, customer
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orientation, high level of employee participation, open and effective communication.,

fact-based management and strategic quality planning.

However, the full impact of these model frameworks on improving organisational
performance must still be ascertained. This leads to the fourth section of the chapter,
where a literature review 1s done on the relationship between the LO/business
excellence and a firm’s financial performance, which is also subject of interest in this
study. Research indicates that business excellence delivers competitive advantage. A
few of the research studies question the principles of some of the frameworks, and not
all the studies are in agreement. The central message 1s that the framework chosen and
the method of implementation should meet the needs of the organisation. One point to
note 1s that although a number of different methods have been used to conduct the
research, most of the research has been focused on the US Baldnge framework.

Perhaps it is time for more extensive studies in other parts of the world.

The final section of this chapter introduces a case study. This Malcolm Baldrige Model
as a proxy of LO framework has been adopted by NTUC LearningHub (LHub) as part
of its plan to move towards Singapore Quality Class (SQC) Award status. It is treated
as one major effort to turn around LHub’s business. Henceforth, the progress ot LHub
has been used as a basis for an empirical study in this research to gauge its impact on
sales, customer and employees’ satisfaction. The next chapter will further elaborate the
different strategic determinants found in the Malcolm Baldrige model, explain their

relationship with LO concepts, and briefly touch on what LHub has done in this respect.
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Chapter 4 — Strategic Determinants of Business Excellence and
Learning Organisation

The previous chapter introduced the Malcolm Baldrige Business Excellence framework
and stated the similarities of its 7 strategic determinants, or dimensions. with selected
popular LO models. It was mentioned that the Baldrige model will be used as a proxy
for a LO to answer the third process question of this research - ‘Why is the Malcolm
Baldrige Business Excellence framework being treated as a LO proxy and does

adopting such a framework improves business performance?

The Iiterature review on the benefits that may be achieved from implementing Malcolm
Baldnge came out with compelling evidence that it does deliver benefits to
organisations, though it is also clear that it does not work for everyone. The pivot lies

in choosing the right method of implementation to meet the needs of each organisation.

This chapter will go further by answering the third process question of this research —
‘How are the strategic determinants or variables found in the Malcolm Baldrige

Business Excellence framework related to LO?’

Surprisingly, little empirical work has been done to test the structures of the various
business excellence models. One such study 1s done by Pannirselvam and Ferguson
(2001) who attempted to assess the relationship within the Baldrige model by studying

09 organisations, aiming their research specifically at answering the questions through

cxpert opinions:
1) Are the proposed relationships between the categories in the framework valid?

2) What 1s the strength of the relationship between the difterent quahty

management constructs prescribed by the Baldnge cntena?
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The researchers concluded that their analysis provided evidence to confirm the validity
of the Baldrige criteria. They also noted that there had been changes to the Baldnige

criteria since 1993, which was the year on which the analysis was based. They felt,

however, that the conclusion is still valid.

This chapter will elaborate each of the strategic determinant, or dimension, of the
Malcolm Baldrige model, namely, (i) Leadership, (ii) Strategic Planning, (iii) Customer
and Market Focus, (iv) Measurement, Analysis and Knowledge Management, (v)
Workforce Focus, and (vi) Process Management. It will then take the opportunity to
highlight some of the findings in Pannirselvam and Ferguson’s (2001) study.
Essentially, the discussion of each dimension will be structured in the following

mannecr.

(a) Definition;
(b) Its relation with the LO concept;
(¢) Application in LHub

4.1 Leadership

The term leadership means different things to different people. Researchers usually
define leadership according to their individual perspective and the aspect of the
phenomenon of most interest to them (see Table 4.1). Leadership has been defined 1n
terms of individual traits, behaviour, influence over other people, interaction patterns,
role relationships, occupation of an administrative position, and perception by others
regarding legitimacy of influence. However, most definitions of leadership retlect the
assumption that it involves a social influence process whereby intentional influence is
exerted by one person over other people to structure the activities and relationships 1n a

group or organisation.
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Table 4.1 - Different Definitions of Leadership

1) The behaviour of an individual when he is directing the activities of a group toward a shared goal
(Hemphill and Coons, 1957);

2) Interpersonal influence, exercised in a situation, and directed, through the communication process.
toward the attainment of a specific goal or goals (Tannenbaum, Weschler, and Massarik, 1961):

3) The mmitiation and maintenance of structure in expectation and interaction (Stogdill, 1974);

4) The influential increment over and above mechanical compliance with the routine directives of the
organisation (Katz and Kahn, 1978);

5) The process of influencing the activities of an organised group toward goal achievement (Rauch and
Behling, 1984);

6) Leaders are those who consistently make effective contnbutions to social order, and who are
expected and perceived to do so (Hosking, 1988).

7) A process of giving purpose (meaningful direction) to collective effort, and causing willing effort to
be expended to achieve purpose (Jacobs and Jaques, 1990);

4.1.1 Leadership and LO

Various authors have considered the new roles that will be required of leaders in LOs

(Senge, 1990; Rolls, 1995; Marquardt, 1996; Guns, 1996). The work of two of the most
prominent authors 1s shown in Table 4.2 vis-a-vis the role championed by the Baldnge

model.

Looking specifically at the leadership roles stipulated by Baldrnige (NIST, 2007), Senge
(1990) and Marquardt (1996) in Table 4.2, it can be seen that leaders who wish to create
a LO will need to adopt a change approach. This will allow him or her to cultivate an
environment of constant questioning and risk-taking, and frequent reinvention of
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