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ABSTRACT

In today’s turbulent business arena industries are searching for innovative means of betterment. Outsourcing
to Small Scale Industries (SSI) is the mean mantra to reduce costs. Large companies are outsourcing to small
industries to reduce their costs. The small enterprises sector which had been thinking that it would be immune to
change has started feeling the heat. The need for transformation is being experienced by these small enterprises to
stay competitive. We present a methodology to transform small enterprises using simple and easy to use tools and
techniques from their current state to a desired state.
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1. INTRODUCTION

Enterprise transformation concerns change, not just routine change but fundamental change that substantially

alters an organization’s relationships with one or more key constituencies, for example, customers, employees,
suppliers, and investors (William Rouse, 2005). According to the Ministry of Micro, Small and Medium Enterprises,
MSMEs contribute nearly 8 percent of the country’s GDP, 45 percent of the manufacturing output and 40 percent of
the exports. They provide the largest share of employment after agriculture and are nurseries for entrepreneurship
and innovation. They are widely dispersed across the country and produce a diverse range of products and services
to meet the needs of the local markets, the global market and the national and international value chains and the
biggest surprise comes when current literature reveals that, much of the research has been done to transform large
scale industries while abysmal efforts have been taken to research small and micro industries and transform them.
There are not much concrete guiding principles or roadmap for small scale industry transformation. Hence we need
a simple yet effective methodology to create a path for small enterprise transformation and this paper deals with the
creation of a simple methodology using simple tools to transform a small scale Enterprise.
Literature review: An enterprise is made of people, process, resources and technology and when aligned with the
strategies formulated to achieve the vision envisaged, the enterprise reaches the desired state from the current state.
While there is very little literature on enterprise transformation methodology, many frameworks have been developed
and lot of research has been done on business and organizational transformation under concepts like strategy changes,
business process reengineering, lean transformation, six sigma etc. Further search revealed that there was very little
work done on enterprise transformation methodology for small industries while a decent amount of work has been
done on large scale industries.

The Transform Enterprise Methodology by Ryan Underdown (1997), is a four step methodology for small
enterprises comprising of creating a vision and strategy, succeeded by creating a desired culture, integrating and
improving the enterprise followed by developing technology solutions. The focus is on creating right culture and
using technology to transform while, concentration on the components, process and resource have been less.

McAdam and Rodney (1996), devised a methodology to start with critical process identification, further with
understanding the process, model and analyze the process, followed by redesigning the process, implement new
process, assess the new one and review it. This is an elaborate process revolving around process improvement.

Kotter and John (1996), eight step methodology, starts with creating a sense of urgency, providing guidance,
having a vision, communicating it, empowerment, gaining short term wins, never letting up and incorporating it into
the culture. The model focuses on process vision and culture while a holistic approach would have been better.

Klein’s methodology (1994), is also of five steps beginning with preparation, followed by identification,
vision creation, understanding current process and designing a new process. This also aims at process improvement.

The Warner and George model (1992), explains how internal and external factors have an impact on the
enterprise and it describes how assessment and environments play a role in transformation. It demonstrates how
environmental and assessment should be linked to achieve transformation.

Harrington’s Business process improvement methodology (1991), a five phased approach to improve
business process comprises of planning and analyzing the process to be followed by streamlining and implementing
the new process to be succeeded by continuous improvement. The focus here is on process improvement while the
other components have been ignored.

Research objective: The objective of this work is to present a methodology for taking an enterprise from its present
state to a future state with the desired changes which addresses the enterprise in a holistic way by accommodating
additions and changes in people, process, technology and resources which form the core of the enterprise. It is an
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organized set of activities that unveils the path towards reaching the desired future state. Figure.l, shows the
representation of the summary of what needs to be done.

People .
Current Transformation Procjé s Desired
State |:> involving Technology :> Future

State
Resources

Figure.l. Enterprise transformation process.

The current state of the small enterprise is to be assessed and transformed to a desired future state by making
required changes in the people, process and technology using resources such that it is strategically aligned with the
objectives of the enterprise.

Research approach: A methodology comprises of a set of methods, principles and rules binding a given discipline
and developing one for small enterprises is a daunting and time consuming task. When the task of creating a
methodology arose it was decided to take the following path

Lessons from experienced people working in the enterprise

Advice from experts recognized as leaders in the respective fields

Self-analysis

Available literature

Knowledge of working of the enterprises had been gained by knowing what they are made up of and how
they are run etc. This led to insights about the transformation cores viz. environment, employees, process, technology
and resources and create a methodology to enable transformation.

2. METHODOLOGY

Large and medium enterprises have certain inherent advantages over smaller companies. Large (and even
medium) scale enterprises are run professionally. They are established and can access funds, resources easily. Their
customer and supplier base is also large which provide repeat business. Their financial muscle gives them the ability
to withstand losses for some time and rope in experts and consultants for problem solving. They can afford bigger
packages to employees to attract the talented ones and create a good workforce. While small enterprises have none
of these.

Hence there arises the need for a simple, yet easy to follow methodology for small enterprises which can be
implemented by themselves through the formation of an internal team through the use of existing tools and techniques
that are simple and easy to use. Further everyone who talks about transformation, every book you have read and
every webpage you see about transformation for sure will point at commitment from the top leaders as a prerequisite
for enterprise transformation. This is undeniably very true for any change initiative. Leadership is defined as an
influencing process, to not only make, but also to help employees of the organization to accomplish the organization’s
stated mission, inspiring their commitment towards accomplishment, and model the way for improving the
organization. This commitment needs to be directed towards a goal which needs to be in the form of a Vision. There
is an old saying “If you don’t know where you are going, any road will take you there”. But we should aim at taking
the road that provides the best opportunity for the enterprise and employees alike to be successful. Hence a vision
needs to be created along with a mission for the transformational path to be chalked out. Armed with employer
(management) commitment and targeted with a clear vision and mission, an “easy to implement” methodology has
been created.

A diagram of the methodology is given below along with the steps: Observe; Assess; Identify; Focus; Overcome;
Transform.

PEOPLE

TECHNOLOGY

RESOURCES

OBSERVE IMPLEMENT

TRANSFORM

Figure.2. Methodology for transformation
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Transformation is a never ending journey. It is a pursuit of excellence that continues throughout the life of
an enterprise. A journey requires a destination. For those on the journey, the destination must be easily visualised.
Everyone must know where they are going. Humans have a natural desire to achieve. The vision provides an end
condition to direct this instinct, (Ryan Underdown, 1997). Hence a vision and mission would act as the starting point
for the small enterprise transformation methodology which we would like to call the SENTRAMET.

The webpage www.businessdictionary.com states that a vision is an aspirational description of what an
organization would like to achieve in the future. It is intended to serve as a clear guide for choosing current and
future courses of action and a mission is the organization’s core purpose and focus that normally remains unchanged
over a period of time. They serve as filters to separate what is important and what is not. They clearly state which
markets will be served and how, plus, communicate a sense of intended direction to the entire organization. It is a
cause and effect relationship where the vision is the cause and the mission the effect. The vision need to be pursued
for an accomplishment. A vision is a powerful factor in business transformation. A powerful business vision coupled
with enlightened efforts to achieve operational excellence accelerates the transformation forces (Davidson, 1993).
Armed with a mission and vision a methodology had been created. The methodology is explained as below.
Observe: This is a diagnostic phase where data about the past needs to be collected for observation. It may be noted
that small enterprises generally do not collect any data. Hence data need to be dug out from the past. The following
would throw light on the past performance of the enterprise.

Sales data: The sales for the last few years would prove to be a vital source of information about the health of the
enterprise. The trend such as an increase or decrease in the sales year over year would be a reflector of not only the
health of the enterprise but also an indicator of the demand for its products and services. It would paint a picture of
where exactly it stands in terms of competition.

Financial data: The net and gross profits made during last few years, the cash flow statements, the price to earnings
ratio, the return on investment, the operating costs, the assets and liabilities etc. would throw light on the financial
health of the enterprise. This in turn would allow us to know what the financial position of the enterprise is.
Organizational structure: The way the enterprise is structured would give us a clear picture of the functioning of
the enterprise. We would get to know whether the enterprises are simple, flat and transparent or not. Understanding
the structure helps knowing how to use the structure as a transformation lever.

Organizational culture: The culture refers to the beliefs held by the employees of what the prevailing values are
inside it. We should understand that it’s an outcome of observed behavior. It helps us identify how receptive an
organization would be towards transformation. In such an enterprise implementation of transformation would be
easy and quick. Otherwise it would have an inertia which needs to be given an impetus to overcome.

Business Environment: Environment is expressed as the sum total of the external forces that influences individuals,
businesses and communities (Oginni and Faseyiku, 2012). In the views of Adebayo (2005), environment is
summarized as the surrounding of a phenomenon which from time dictate and shape the direction. The environment
comprises of a combination of many factors and these factors may be both tangible and intangible elements that
provide lifeblood support for the organizational success in the form of a market for its output. The contemporary
business is dynamic in nature. Competition has made enterprises to apply one or the other strategy to adapt to the
dynamic, unpredictable business environment.

External environment: Surroundings and conditions that exert influence on its activities and determines its
opportunities and risks is known as external environment and these are not under the organization’s control. They
include political, environmental, social, socio cultural, technological, and demographic factors. An enterprise must
develop a clear understanding of the external environment that shape competition, to succeed. The understanding
will help chose the right strategy (Adeoye, 2005).

Internal environment: The conditions and factors inside an enterprise influencing its activities especially
concerning the employees is called internal environment. Examples are leadership style, organizational culture etc.
The internal environment with its essential elements plays a vital role on the organizational performance through
impacting the nature of the regulatory climate which is reflected in the behaviour of its employees (Qatamin, 2007).
The availability of machines, tools, technology and other infrastructure need to be considered to get a clear picture.
ASSESS: The assessment process is a learning tool that throws light on the enterprise’s current state and, helps you
decide on your desired future state and it also includes a plan for how to get to the desired future state. We have tried
to keep the processes as simple as possible but at the same time the assessment needs to give us a clear understanding
about the enterprise. Hence after pondering over literature and having a brain storming session with the owners and
partners of various organizations, it was decided that a SWOTT analysis and a balanced score card (BSC) would be
the best and simplest way to assess enterprises. There may be a repetition of the same components being assessed in
few cases but this would complement each other and reinforce the learning from the outcomes.

The best way to start with the assessment of an enterprise would be to start with a Strength, weakness,
opportunity, and Threat (SWOT) analysis but very often the Trend analysis is forgotten and never done to get an
overall picture of the enterprise along with its environment. Hence we decided to include trend analysis and come
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out with a SWOTT analysis. The SWOTT analysis should result in a matrix comprising of the various elements of
the analysis. The most important SWOTT assessment components are employee assessment, process assessment,
technology assessment and environmental assessment.

According to the American Society for Quality, A Balanced Score Card (BSC) is a strategic tool that views
the organization from different perspectives, usually the financials, customer, business process and learning and
growth. For each of these perspectives, the BSC prompts you to develop metrics, set performance targets and collect
and analyze data. Your scorecard thus offers an efficient mechanism for reviewing strategy implementation based
on measurement
Identify: The assessment phase is followed by the next phase of identifying the gaps in the SWOTT. The idea behind
this is that the identification of the gaps would form a basis on which an enterprise can make strategic decision or
take up strategic alternatives. Various resources that would be assets to the enterprise need to be identified. The
resources could be in the form of finance, physical assets, employees, structure, culture and intangibles. Resources
such as employees, structure and culture play a vital role in identifying the core competencies and capabilities. These
capabilities aid in gaining competitive advantages.

Dynamic capability which could be said to be the ability of an enterprise to create, integrate and recreate
capabilities that can be used to adapt to changing environment, is the result of the presence of strong structural and
cultural resources within the enterprise. Value adding skills and capabilities in employees help in creating
competitive capabilities and advantage form the enterprise. Hence value creating components need to be identified.

Transformations need to be aided by helping aides and enablers would be doing the work of helping
transformational efforts taken up in an organization. Enablers such as the right and latest technology including
automation, Information technology, knowledge, finance, expertise, leadership, teamwork, quality etc. need to be
found. These enablers need to be aligned with a larger vision and mission of the enterprise.

Further problems that occur in the processes need to be identified using techniques of root cause analysis

and Failure mode effect analysis. Simple tools such as tree diagram, Ishikawa diagram are excellent to identify root
causes. The use of the seven quality control tools would be sufficient to control the process defects.
Focus: This is a goal oriented narrowing down phase where the components and problems after being identified
have to be addressed and a decision has to be made as to which of them have to be addressed first and which later.
The concentration and actions directed towards improvements have to be chosen. Our attention needs to be on
narrowing down on creating value in terms of core competencies and critical competencies. Destabilizing value
threats, breaking down value competition, overcoming value crises need to be the focus areas. Focus need to be on
creating a strategy to push transformation enterprise wide. Concentration on strengths would enable the enterprise to
build upon its strength. Focus on weaknesses identified would help in converting the weakness into strengths or
eliminating the weaknesses.

Focus on drivers of transformation plays a crucial role in leading the enterprise to its desired state.
Technology needs to be given top priority as it helps the enterprise to notch up quickly to the desired state and the
strategies that can lead to desired future state needs to be focused upon to move effectively to the desired level.

One of the best ways to grow is to focus on the products and services that fetch the highest profits. They are

the most important ones as they are the money spinners that generate money. On the identification of the high profit
products and services, our targets must be to concentrate on identifying means to selling more of these which may
require the enterprise to redesign and rethink business aspects to devise improvement strategies. To put it short the
focus needs to be on increasing profitability, ways to grow and methods to sustain the growth. The end result of this
would be to identify breakthroughs for improvement, drill down on alternatives for high or better gains, select
different or alternative approaches for problems, create a design for the future state, determine and designate new
levels of quality, perform, a cost benefit analysis, design scorecards and create an implementation plan.
Overcome: This phase is a very crucial phase where all possible roadblocks to implementation of transformation
need to be identified, pacified and sorted out. If this phase is not implemented properly there is a very high possibility
that the transformation process would fail. The pressures of transformation are likely to have an effect on the entire
enterprise. Hence there needs to be a way and a mechanism to embrace the transformation. Transformation cannot
happen overnight. It’s a long process which will need to have a smooth transition. Much effort needs to be on people
and process. Other components viz. technology and resources could be brought through making sufficient funds
available for sourcing the resources and technology.

The employees fear of the unknown needs to be driven away. Make employees understand though Darwin’s
words “It is not the strongest of the species that survive nor the most intelligent but the most responsive to change”.
Survival of the enterprise in today’s dynamic and turbulent environment requires newer and better approaches and a
transformational path needs to be provided by the management to facilitate it.

To begin with it is important to identify the common challenges, common causes and the common solutions
for implementation of transformation in a smooth manner. On the identification of the real problems, we would have
a clear understanding and list of problems that we need to find solutions to. Once we have the list of problems in
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hand we can easily proceed towards finding the causes for the problems. Armed with the data about the problems
and causes for the problems, with the help of the employees themselves we can easily drill down to coming out with
solutions for those problems as well.

Resistance is a by-product to transformational efforts without which transformation is unheard of. Reactions
resistive in nature are to be expected normally in any enterprise. Resistance to change begins as a personal resistance
or unwillingness to change, followed by the collective organizational resistance (Quinn, 1996). Individuals are
comfortable with what is, living in a comfort zone (Agocs, 1997).

The process should start with a clear communication. The management needs to talk to the employees about
the competitive strategy devised and the changes that the enterprise wants to make. Pull them to your side by making
them a part of it so that they get a good feeling through the feeling of ownership and responsibility in the situation.
Make them take pride in the change by asking for their help, ideas and inputs. The Communication needs to be
directed to every employee in the enterprise. Establish an open communication channel, where people would have
no inhibitions to tell what is wrong or drop their ideas in a drop box without fear of losing their jobs. Encouragement
needs to be provided to make them open up about everything that can hold back the organization. Ask them to
identify any flaws that may have crept up, any excess or unnecessary expenses that they see, better ways and means
to put on track the processes and any other help needing areas of the enterprise and reward them for their inputs.
Open communication provides for feedback, inputs, complaints and otherwise for the full involvement of all
personnel in the process. The impetus of the process is to rely on people. This requires management to communicate
with people, communicate the vision, strategy and communication through training and development (Michelman,
2007).

Organizational change may be revolutionary or evolutionary, depending on the needs of the organization.
Most redirection solutions are revolutionary, with evolutionary or incremental changes used to modify and
continuously improve the organization (Burke, 2002). One of the most important things that an enterprise needs to
do is to establish a change team having member of the employee fraternity. People would be more receptive to words
from their own arena. Let your employees know that the management understands that they are already burdened,
and the transformation is directed at lowering their burden. It is advisable to choose people who have a good name
and influence in the enterprise; give direct powers and charge. Let the team know it is expected to help identify
problems and focus on providing solutions for their betterment along with that of the enterprise. Creating trust among
the employees is another important step towards transformation. This can be done by educating them on the benefits
that they would get through the transformation and by providing them with examples of similar cases and thus sell
the benefits of transformation to create an environment of cooperation.

The following are the steps to overcome barriers to transformation. Awareness creation, imparting
knowledge of what needs to change and why it is needed is a crucial step in enabling transformation. This needs to
be followed by motivation which needs to be through both internal and external factors. Self-motivation, drive and
desire would contribute immensely to transformation while external factors such as rewards, penalties and incentives
would propel the initiatives forward. Motivation can be done by running a campaign to highlighting individual
benefits, rewards, penalties, providing a picture of the future enterprise, educational material etc. This needs to be
suffixed with training to acquire skills to make transformation happen. It is not enough if employees just know what
to transform, but how best to competently carry out the process is very important for which skills are needed. To
learn the skills and to practice them, support and mentoring from employers is very much needed. The immediate
step to this would be the identification of a person who would be a mediator between the promoters and the employees
to highlight the need, importance and benefits of the transformation. This should be furthered by identification of
internal and external levers to leverage and align the employees with the transformation process. The next step would
be to impart the training to acquire the necessary skills to implement the be a part of the implementation process.
Identification and creation of required resources for the successful implementation of the process would be the next
logical step overcome any barrier towards transformation
Transform: This is the deployment phase. The transformation process is a three stage process namely, prepare plan
and implement. Since damage has already been done for the enterprise, the need of the hour is first aid in the form
of reactive transformation. After first aid has been administered to the ailing enterprise in the form of
reactive/remedial transformation go in for a proactive/ adaptive transformation.

After a long brainstorming session from various department representatives of several enterprises we decided

that the following method would be an effective way to implement a transformation initiative. This method is the
result of trials and errors during the implementation of transformation in the chosen industries.
Prepare: This is done by gathering support: We had a clear understanding from experience that transformation
cannot take-off without the support of the employees. Hence the foremost requirement is to garner support from the
employees. Also bring in the ones who make key decisions, resource persons and those with the capacity to influence
the transformation process. The process should start by identifying the key personnel; the people with something to
lose or gain from the transformation. Include the beneficiaries, such as suppliers, customers and end.
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Communicate your process and expectations: Communication has a purpose and that is to create clarity.
Communication needs to be well planned as it will help people approach transformation with a positive feeling and
it will reduce the resistance to transformation. The best way to communicate is to do it face to face, and personally.
Tailor messages to the receiver’s perspective. We need to talk in different languages to cater to the requirements of
people in different career stages. It will help us connect to our employees and help us in getting our messages across
easily and quickly. Seek feedback and, where possible, take it on board. Effective communication plans create
commitment in people who are involved in transformation which will give people confidence and give them the
feeling that transformation is for real and critically necessary. It would help them understand that enough time and
required training would be provided to use the transformation to their benefit. It would help in providing people with
guidelines to impart knowledge, roles and responsibilities and how to focus their efforts to maximize
transformational success which in turn would help them become a part of the transformation process and bring
eventual success.

Plan: Begin the planning phase by determine your scope. The next thing on the implementation list would be to
define the scope for which the following things need to be identified:- objectives of the transformation, the goals,
various tasks to be performed, the resources that would be required to execute the transformation, the budget for the
implementation and of last a well-planned schedule. Once these things have been established, we should make the
parameters and limitations clear. More than what should be done; we should make clear what should not be done. In
short a clear plan needs to be established.

Identify and obtain resources: A variety or resources would be required to propel the transformation process.
They could be in the form of human resources, material resources, intellectual resources and financial resources.
Human resources being the most important, the right kind of leaders to implement the process need to be identified
and deployed. Physical resources in the form of materials, equipment etc. needs to be mobilized. This needs to be
followed by intellectual resource in the form of trainings, consultations, teaching material, data etc. And to push
forward all the above comes the need for the financial resources which could be brought from various sources such
as individuals, banks.
Design the transformation program: We need understand that time taken to plan transformation is an investment
that makes sense. Kurt Lewin’s methodology of force field analysis is a good means for planning the transformation.
The basic steps of force field analysis are as follows.
Develop a clear definition of where you want to be
Develop a clear definition of where you are
Determine the enablers
Determine the constraints
Prioritize enablers and constrainers
Generate solutions to maximize effectiveness of enablers
Generate solutions to minimize effectiveness of constrainers
Convert into action plan

o Generate criteria that will let us know that we achieved the transformation

Implement: Deploy the plans but also create a contingency plan: We cannot be always right. Things may not go as
expected and in such a case, we need to take a decision. So whatever be the situation the decision to halt the
transformation needs to be taken and the repair or restoration phase need to start. This needs to be followed by the
assessment of damage done and the cause for the damage needs to be identified so that a repair system can be
designed based on the results. This needs to be furthered by communicating the transition from transformation to
repair and restore. Finally this needs to be succeeded by designing a repair and restoration plan and implementing
the same. Remedial methods need to be more focused and based on urgency as they are meant to address the current
critical problems.

3. DISCUSSIONS AND CONCLUSION

The transformation methodology caters to the requirements of the SME sector in its simplest form. The
methodology would serve the purpose of transforming the Enterprise from the present state to the desired state by
following the steps outlined. The methodology has be provided keeping in mind the lack of knowledge , skills and
resources so that it is as simple as possible to be understood and implemented by anyone who wishes to take up
transformation of the enterprise. It is a six step process which will produce substantial amounts of improvements and
keep the enterprise above competition. The limitation of the methodology is that this would be effective in the long
run and suitable only for those with capacity to withstand current scenario at least for some time. Further scope lies
in the need for providing solutions for ailing enterprises on the verge of perishing, to act immediately and prevent it
from extinction before actual transformation begins.
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