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ABSTRACT -

This is a study of four newly privatised corporations; Telekom Malaysia and Malayan
Railway; British Telecom and Regional Railways*Central. It focus;s on the attempts
by each of those companies to introduce total quaiity management as a change strategy
emanating from the need to cope with a dramatic change in circumstances resulting
from their recent privatisation. This thesis, therefore, was promptedk by the
privatisation initiatives of both the British and Malaysian govern;ments. It exanﬁnes
those initiatives and discusses issues arising from privatisation and the importance of
training for managers. The aim was to contribute to an understanding of managerial
training which was assigned to support the implementation iof :I‘otal Quality
Management (TQM) as a result of changes iin organisational status. One significant
finding from this study is that where different privatisation models have been
introduced between the two countries, different outcomes have developed. Another
particular feature highlighted from this research is the similarity in the decision to
embark on TQM approach by these NPCs in their attempts to facilitate organisational
transformation structurally and culturally. In contrast to the general view that where
organisations adopt TQM they then realised the need for cultural change (Baines,
1993), this study found that the need for cultural change has encouraged NPCs to
adopt TQM. Because TQM is a management approach, and management plays the
central role in bringing about change in organisation, the focus of training for
managers become imperative. Training initiatives became increasingly important with

TQM implementation in all NPCs. By using Case Study method, this study
investigates the practice of management training in total quality in four NPCs in

Malaysia and Britain, with the view to testing the theoretical framework derived from

X1



the literature. It is argued that for training to be effective in supporting TQM, there
must be proactive involvement and support from every level of management.
Contrary to the practice of conventional training activities where training function 1s
the responsibility of training personnel, totﬂ quality training requi;es management to
share the ownership and providing a supportive environment in order to nurture
continuous quality culture. The conclusion of this study suggests that what constitutes
effective practice for total quality training is influenced by several factors including
senior ‘management involvement in making quality culture happen, the need for
management to be actively involved in training function and activities, the changing
role of training professional in total quality implementation and proper planning and
systematic practice of the activities surrounding training. Through the identification
of the factors that facilitate or impede practice, this study identifies a Management
Training in Total Quality (MTTQ) model that provides positive features leading to

effective practice when implementing total quality training.
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CHAPTER ONE
THE RESEARCH PROBLEM AND THE SURROUNDING ISSUES

1.0 Introduction

This is a study of four newly-privatised corporations; Telekom Malaysia and Malayan
Railway; British Telecom and Regional Railways Central. It focuses on the attempts
by each of those companies to introduce total quality management as.a change
strategy emanating from the need to cope with a dramatic change in circumstances
resulting from their recent privatisation. This thesis, therefore, was prompted by the
privatisation initiatives of both the British and Malaysian-governments. This chapter
examines those initiatives and discusses issues arising from privatisation. The
specific themes found in the literature with respect to the development of management
training practices in Total Quality in NPCs will then be considered. This thesis
compares the management training practices, which are intended to support the
implementation of Total Quality Management (TQM) in the selected NPCs in
Malaysia and Britain. The intention is to contribute to an understanding of the
practice of training managers as organisations move towards becoming a Total
Quality compansf. By identifying the positive elements of management training
practice, this study also aims to provide a model that can help the NPCs in particular,
come to an understanding of effective training practice for developing managers in

implementing TQM when responding to their new competitive environment.




1.1 The Need for the Research

This research was influenced by several factors, the most fundamental of which was
the Malaysian Government’s privatisation of major State-Owned Enterprises (SOEs)
in response to the nation’s economic crisis. Generally, a growing disillusionment
with the perforniance of the SOEs, coupled with the pressure of fiscal and debt crisis
in the mid 1980s, provided the motivation for privatisation. Privatisation was seen as
essential by the Government to reverse the SOE’s poor performance which was
believed to have slowed down the co@tw’s economic growth. Moreover, the
privatisation policy formed one of the major ;trategies to help achieve ‘Vision 2020°,
which envisages the nation reaching the status of a fully developed country by the
year 2020. In his speech on ‘Vision 2020’, the Prime Minister, Dato’ Seri Dr
Mahathir Mohamad, emphasised the role of the privatel sector as the main vehicle for

the country’s economic growth. As he puts it;

“For the foreseeable future, Malaysia will continue to drive the private sector, to
- rely on it as the primary engine of growth. Privatisation will continue to be an
important cornerstone of our national development and National efficiency

strategy” (Mohamad, 1991:12).
To prepare themselves for becoming successful commercial entities and tb enable
them to respondh to the cﬁalienges posed by the Government’s Vision 2020, these
NPCs had to undergo radical organisational restfucmring to establish a new
entrépreneurial culture which was différent from the previous bureaucratic one. The
need for organisational transformation results from the fact that these organisatiohs
had previously been influenced by ‘politics’, where public ofﬁéials were appointed to
implement and execute governmental policies within the legislation of law and where
services were provided for the public interést. In contrast, the private sector, driven

by ‘market forces’, requires managers primarily to use resources efficiently where the

2



profit motive and survival remain imperative in a competitive market environment.

Transformation is therefore vital for these NPCs’ to survive. As Farnham and Horton

(1995) have pointed out;

“the ways in which private organisations are managed reflect the market
environment in which they operate...Unless, over time, private organisations are
able to satisfy customer demand in the market, to provide a surplus to the
revenue over costs and to ensure capital investment programmes for the future,
they cease to trade as viable economic units. Private organisations, in short,
- must be both profitable and economically efficient to survive in the market”

(1995:31).

Thus, without a transformation in response to their change in status, NPCs will fail to
survive as viable economic units in the competitive market. The difference in

‘ '

environments between public and private organisations requires NPCs to make both

internal and external changes in order to survive and become competitive. Internally,
the NPCs need to transform culturally and structurally to suit their new organisational
status. Externally, these organisations have to provide an excellent quality of service

aimed at satisfying customers’ requirements. This need for change and the resulting

management training is the central focus of the research.

The second factor, which influenced this research, was the lack of literature in the
field of management training in Total Quality for newly-privatised corporations,
particularly 1n the Malaysian context. Although many studies have discussed the
process of privatising these corporations, little has been done on how' these
corporations actually manage to ‘prepare’ and ‘adjust’ themselves to the new corporate
culture and environment. A major omission is the role of training in thisgprocess.
This research will contribute to the body of knowledgé particularly iﬁ thé field of

training practice in total quality for managers in NPCs.

L
¢

The third factor that prompted this research was the need to see whether existing

3



theory on training practice in Total Quality is applicable to the NPCs. The subject of
management training in Total Quality has generated interest in organisations
worldwide (Tuckman, 1994; Atkinson and Naden, 1989; Rehder and Ralston, 1984)
and attracted researchers with different models (Oakland and Waterworth, 1995;
Oakland 1993; Walley and Kowalski, 1992; Dale and Plunkett 1990; Main, 1986).
However, whether such models as suggested theoretically is. practiced by
organisations particularly newly-privatised corporations remains to be answered. - In
this regard, a thorough study needs to be undertaken to investigate whether or not
some of these models (discussed in Chapter Five) are being implemented in practice.
There is a need, therefore, for research that focuses on how management training in

Total Quality is implemented in NPCs in the context of their new status.

1.2 Literature on Privatisation Totls;l Duality Management and Managerial
Training in Total Quality in NPCs

Interest in privatisation, Total Quality Management and management training
practices in Total Quaiity in NPCs has also been stimuiated b); the lacllc' of
comparative work on these topics. Although there i1s an abundance of literature on
privatisation, TQM and management training, this ﬁork 1s limited in tﬁﬁt the topics
have been dealt with separately. Moreover, studies on TQM and management
training are mostly focused on corporations in developed countries, or if comparison
is involved, 1t 1s between western and established eastern corporatlions. For example,
studies on TQM have been done to examine the case of a single corporation in
developed countries (Walley and Kowalski, 1992) or to make a comparison between

Japanese corporations which have basically established a strong foundation and



application of TQM ( Cohen, 1991; Oliver and Wilkinson, 1989; Lascelles and Dale,-
1989). Those studies' that' attempted to compare such- practices in different
organisations, have‘largely done so within a single nation (Brown, 1993; Aly et al,

1990; Kanji, 1990; Oakland, 1989).

There is also a lack of literature on management training in total quality in Malaysia,
especially involving the newly-privatised corporations. : This, therefore, suggests that
the attempt to look at the experiences of both Malaysia and Britain may provide new
perspectives on the practice ﬂof management training and bring benefits especially to
organisations in Malaysia. 1One‘ pbssible reason for the lack off literature on
management training in Total Quality in NPCs worldwide maybe that each case i1s
considered unique and, as such, cannot be duplic;ated (Pickard, 199.;).; Gérvin, 19&7).
While it is widely accepted that 1t 1S necessary to choos;e the right kind of techniques
to suit a specific organisation for successful Total Quality Management
implementation, this study stresses that certain important criteria are universally
applicable and can be tailored to meeting the company’s needs. Furthermokre, the lack
of comparative study in an international context, especially pairing corporations froﬁ
a developed country with | those frorﬁ a deveIOpiI;g country, was a motive for
undertaking this research. The lack of work in this area may be because management
training practices in Total Quality in these NPCs are still in the infant stages and have

*

thus not attracted as much attention as those in more mature organisations.

Thus, the central argument throughout this thesis is:that privatisation is.the main

trigger for change in these NPCs. The corollary of this is that these NPCs have



subsequently had to undergo radical organisational restructuring processes. Total
Quaiity Management (TQM) has fa;:ilitate;i this réstructuring. Thus, TQM has been
employed as; one strategic tool to assist organisational transformation both culturally
and structurally in these organisations. TQM adoption necessitated managerial
training in order to facilitate its implementation. Hence, management training
practice is essential for effective TQM implemeﬁtation. Clearly, however, the
adoption of TQM and the related processes of management training can only be

understood within the specific context of privatisation.

1.3 The Similarities and Differences Between Malaysia and Britain in’
Privatisation Initiatives and Management Training

This study compares the adoption of TQM as a strategy for shifting organisational
culture in NPCs and as a mechanism for improving performance and competitive
advantage in Malaysia and Britain. There are several similarities between the two
situations. One similarity was that faced with global economic recession in the 1980s,
both the Mahathir and Thatcher governments opted for privatisation based on the
belief that it could serve as a way out of state economic crisis, and on the assumption
that State-Owned Enterprises (SOEs) were becoming less efficient, too costly, and
that they inhibited healthy economic growth through lack of competition. A second
similarity was that the NPCs studied adopted TQM as the main cornerstone of their
transformation. The change in status created the need to shift from technical-based to
customer-oriented organisation. TQM, with its emphasis on quality and meeting
customer requirements, was seen as crucial to the development of the workforce and

for organisational survival.



In both countries, there have been criticisms regarding ‘the passive attitude towards
training, education and development of the workiforce (Constable, 1988; Handy, 1987;
Ibrahim, 1994; Hamid, 1993). In Britain, it was only after studies carried out by
Handy (1987) and Constable/McCormick (1987) that the importance of management
training began to be acknowledged by many companies (Silver, 1991). Both the
Handy and Constable/l\/IcConnink reports concluded that British managers lacked the
training opportunities available to their competitors abroad;hthat the majority of them
received no formal“training; that the pattern of provision was too fragmented and
lacked firm roots in the educational system; and that support from industry and
commerce would be essential if the situation was to be significantly improved. In
criticising the attitude of British companies towards management training and
de'veldplnent during the 1970s, these writers (Handy, 1987: Steven and Mackay,
1991) pointed out that this had been one of the factors contributing to the British
economic failure in the world market. ‘Handy (1987) further argued that while in
other countries such as the USA, West Germanjr and Japnn, traditions of management
education, training and development were long established, Britain’s system was still
muddle&. It was not until the end of 1980s that management training and
development in Britain began to come of age, partially through the establishment of
the Management Charter Initiatives (Patel, 1993; Reid et al,1992; Handy, 1987).
Much of the pressure to increase management training in British industry came from
the Industrial Training Act in 1964 and the Management Charter Initiatives in 1987.
The development of TQM and the introduction of BS 5750 gave fresh impetus to the

need for management training (Patel, 1993:23).



Similarly, in Malaysia, attitudes towards management training were regarded as

unhelpful and minimal*(lb;‘ahjm, 1994; Hamid, 1993).% Commenting on the lack of
management traininé kawareness, ‘a rep;)rt from the Malaysial; National Institute%of
Public Administration (INTAN) clearly illustrated the Malaysian state agencies’
attitud; tox;vards training during the ez;l.rly 1970s that;

“doubts (were) expressed by some agencies which were not convinced of the
.long and short term pay-off to be derived from management training, and whose .
attitudes were reflected by their reluctance to send their officers for training...”

(Omar, 1975:138).
However, it was only during the late 1980s when the Government introduced the
privatisation initiatives and the Vision 2020 ﬁrogr;anime: that changes were triggeréd

in both public and private organisations.

Despite these similarities, there were also significant differences between the two
countries in terms of the origins of SOEs including economic and political structures,
culture, and social policies. For instance, the Malaysian privatisation policy reflected
the political preference for involving the Bumiputera in pursuing the objectives of the
New Economic ”Pc'cliﬁcy (NE?), while the British appfoé(':h was motivated by both
political and economic arguments. Another distinction can be seen 'in terms of
ownership.' In Britain, privatisation means complete divestment of the company’s
ownership to the private investors, while in'Malaysia, the Government still retains a
majority stake in the ownership in‘some companies, for example, in the case of

Telekom Malaysia. As Kennedy (1995) underlines;

“Telekom Malaysia’s (TM) autonomy from the government is circumscribed by
the ultimate financial control held by the Finance Ministry by virtue of its 76
percent share and the ‘Golden Share' provision in TM. Here too, there have been

indications of politicization of decision-making” (1995:231).



Critics have argued that this partial divestment has resulted in the worst form of
private and public power, in that the private pursuit of profits may sacrifice consumer
welfare whilst preserving government privileges, for example in terms of regulations,
credit and licensing (Jomo, 1995b; Jones and Fadil, 1992). The concern here is
whether or not partial divestment can really enhance efficiency and profitability.
While it is not the intention of this study to analyse in detail the effectiveness of
privatisation, its findings nevertheless, provide valuable information for further

research particularly in relation to the management of organisational cultures.

This study argues that without improvements in the provisions and functions of
training for managers in NPCs especially in TQM implementation, radical and
permanent change in these corporations will be hampered, since managers hold the
key responsibility for bringing about change, and for sustaining that change. In this
regard, it is therefore important to examine the changes affecting the NPCs leading to

the decision to implement TQM.

1.4 Changes Affecting the NPCs and the Decision to Implement TOM

Privatisation forced the NPCs to face challenges from new harsh competitive realities.
This, in turn, led to a pressure to restructure the organisations internally. Since these
NPCs no longer operate as public monopolies, this study argued that they need to
change their internal structure in order to respond to the new organisational status in
the competitive environment and therefore to survive. The literature on organisational
change and development, indicates that issues of change which affect organisations
are usually associated with performance issues, increasing competition, local or

global, the economy, politics, technology and social factors and, in particular,
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increasing customer demand and sophistication (e.g. Kanter, 1989; Morgan, 1986). It
is argued that an organisation’s ability to survive is heavily dependant on its ability to
respond to change (Kanter, 1989; Peters, 1987; Drucker, 1974) especially to customer
needs (Morgan and Murgatroyd, 1994; Dale and Cooper, 1993). ' Furthermore, an
emphasis on training the workforce and, in particular, managers is crucial for success
(Patel, 1993; Margerison, 1991; Saari et al.,- 1988; Handy, 1987). Privatisation,
therefore, led these NPCs to undergo a radical transformation and to employ TQM to

assist in responding to change.

1.4.1 Organisational Response to Change As a Result of Change in Status

In discussing the topic of organisational change, this study has been informed by the
theory of a contingency approach to organisation first proposed by Burns and Stalker
(1961) and later refined by Lawrence and Lorsch (1967). The contingency theory
states that organisations and their management need to ‘change‘ when the external
environment poses new challenges and problems. In their famous theory of mechanic
and organic organisations, Burns and Stalker (1961) argue that organisational forms
varied between mechanic and organic, depending on the types of environment in
which they operatec:i. At one end of the spectrum, mechanic organisations support
jobs which are clearly defined in a hierarchical organisational structure and can
operate appropriately in a relatively stable enviromnent. At the other end of the
spectrum, where the environment continues to change, organic organisations stress
interaction rathgr than authority. They are more flexible and better able to respond to

highly unpredictable conditions. These writers further propose that an organisation’s
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successful adaptation to its environment depends heavily on the ability of top
management, whose responsibility is to - interpret the environment and devise
appropriate strategies in order to be able to respond to the challenges accordingly. At
this point, this study argues that unless.managers in NPCs carry -out necessary
measures by adopting organic structure and make internal changes to maintain
equilibrium with external forces in-the new environment, it is unlikely in the long

term that these organisations will stay competitive.

TheHworks of Burns and S@lker (1961), ia.nd La;vrence and Lor:;ch (1967), have
provided significant understanding of the topic of organisational change in relation toﬁ
the current turbulent environment. It is the managers who have the most important
role in identifyiﬁg the need for organisational change and the strategies that are then
deployed to respond to this need. In thiis Instance, pres:sures from new government
regulations and policies, market competition, the technological I:evolution and
customer sophistication constantly affect these NPCs, demanding urgency from
management 1n these corporations to respond appropriately through creating

appropriate new structures, cultures and patterns of management.

In order to bring about such changes, some organisations adopted Total Quality
Management which 1s based on the work of several quality experts (e.g. Deming,
1982; Crosby, 1979; Juran, 1979). It 1s difficult now to encounter any large
organisation in Britain, USA, Japan or Continental Europe which has not installed
some variation of TQM as the tool for' its transformation (Wilson, 1992).
Consequently, TQM has been adopted by these NPCs based on the general perception

that this approach can help to build a new culture that promises continuous
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improvement (Said, 1995; Heller, 1993; The BRB Quality Statement, 1988; Brooks,
1990). While the popularity of TQM has been much influenced by the stories of those
companies which have been successful, caution is required in adapting TQM in order
to establish the right approach to"suit individual companies.” While most current
interest in TQM has been focusing on the methods of ‘how to implement’ such a
programme and ‘what can be gained’, less has been done on the difficulties of
implementing it and why some companies have failed to receive substantial returns
from what has been invested.t Thus, it 1s argued in this study that while TQM 1s an
essential ingredieqt for organisa';ional success and competitive advantage, models
from successful organilsations should not be adopted ;blindly; great caution should be
taken in choosing the right approach to be implemented as wal as carefully matching
and redesigning the approach as it progresses. While there are various models and
case studies (see e.g. Spencer, 1994; Blackburn and Rosen, 1993) on implementing
TQM, it is nevertheless, vital for management In the NPCs to analyse on how change
can be implemented. This must be congruent with the characteristics of the firm and

be based on appropriate goals and objectives.

1.4.2 The Need to Transform the Pattern.of Management in the Newly-Privatised
Corporations

Another factor which encouraged the adoption of TQM was the failure of western
economic powers to secure their international and national market domain from new
foreign competitors in the early 1980s. This led to the focus on ‘excellence
management’ which resulted in the frantic search for the best new way to manage

organisations in the current turbulent and competitive environment (Kanter, 1991;
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Morgan, 1990; Peters and Waterman; 1982;. Drucker, 1980). - The failure of rigid
hierarchical bureaucratic systems in the present turbulent environment has been noted
(Kanter, 1991; Morgan, 1990; Peters and Waterman, 1982; Drucker, 1980). One
prominent issue 1s constantly raised: “the emphasis on the need to ‘study’ and ‘learn’
from successful organisations.” As a consequence, many organisations re-assessed their

ways of managing.

Managerial work hae e\rolved from classic management theories based on tile
autocratic, hierarchical and bureaucratic structure of organisations into more
democratic and participative patterns *which snit the new organisattons ooerating in a
turbulent environment (Durcan and Oates 1994 Kanter, 1991; Handy, 1989; Peters
and Waterman 1982; Mmtzberg, 1973). Newl thmklng on management has
challenged trad1t10nal management theorres such as those deveIOped by Fayol ( 1916)
and Taylor (1913) Contrary to the classical theory whrch vrewed management as a
Process of planmng, orgamsmg, commanding, oo-ordmatlng and controlhng in which
workers were regarded as powerless machines; today’s changes have demanded that
managers seek a new pattern of managing which focused more on facilitating,
coaching, motivating, innovating, empowering and participating, where workers are

regarded as the most valuable asset (Durcan and Oates, 1994).

Therefore, this study argues that changes in organieational statua have led to the need
for ehanges in the pattern of management in the NPCs. The traditional bureaucratic
publicg service culture has to be replaced with that of commerc{ially oriented
management to enable NPCs to face the challenges of being exposed to tne realities of

competition for the first time. This need to change to a new pattern of management is
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supported by many writers who argue that public and private management systems are
crucially dissimilar (Pollitt, 1994; Alban-Metcalte, 1989; Soloman, 1986; Fottler,
1981). Although there is an argument that the differences between managing public
services and private are negligible since management practice is generic (Self, 1965),
Farnham and Horton (1995) have pointed out that the main distinction here lies in the
fact that public organisations are ‘politically driven’ while those of the private sector
are, in contrast ‘market driven’. In this regard, those running the public sector
organisations are said to be strictly governed by law and procedure with centralised
authority in decision-making, whilst private organisations largely depend for success
on the ability of the managers to become innovative in utilising every opportunity
which arises. As a consequence, faced with the challenges posed by the new
competitive environment, NPCs require a new management style commensurate with
current needs and demands. These NPCs need to ‘learn’ and ‘adapt’ quickly to a new
management approach to replace their traditional ways of managing the public

organisations. This study proposes that the need for managerial training to achieve

this transformation is imperative.

1.5 Management Training in Total Quality in the NPCs

One of the features of the present business environment is the remarkable
concordance of views as to the demands that will be made on managers in current and
future organisations (Drucker, 1995; Huckett, 1989; Handy, 1987; Kanter, 1984).
Previously, it has been shown how changes of environment have greatly influenced
the way organisations are managed especially in the NPCs. This, in turn, has affected

managers’ responses through a shift in the pattern of management. Recognising that
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management is responsible for most factors which determine success for quality
implementation (Deming 1986; Juran 1964), and that their failure to be involved and
to support will be a major barrier to implementing TQM (Juran, 1994; Maul and
Gillard, 1993; Jeffrey, 1992; Townsend, 1990), it is an obvious conclusion that
managers need to learn about quality theory and to become leaders (Oakland 1989;
Juran 1974). However, it is also recognised that quality training for the entire

workforce is considered equally vital for the whole process of transformation towards

becoming a Total Quality organisation.

The high premium put on management training in this study stems from the centrality
of managers to the change process. Managers are those who first and directly feel the
impact of change (Evans, 1991; Drucker, 1980; Kenney et al., 1979); management
skills will undergo the most dramatic change under the pressure of the' current
turbulent environment (Drucker, 1995; Kanter, 1984); and finally, it is impossible to
bring about success in TQM implementation unless managers possess the necessary
competencies to lead the way (Patel, 1993; Brown, 1993; Huckett, 1989). This
indicates that they -are the key people in determining the success or failure of the
organisation (Farnham and Horton, 1995). In this regard, this research analyses the
practices of training for managers in these NPCs with respect to the achievement of
individual growth and organisational goals in Total Quality. Furthermore,
commitment to change on the part of managers 1s essential for the success of TQM

implementation (Oakland, 1993; Deming, 1986 ).

i

This necessary enhancement of managerial skills, particularly in communicating and

maintaining the drive for quality in the organisation, leads to the need to reassess
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training practices. While it i1s understandable that some variations may exist in the
training practices from one organisation to another, in general, the researcher agrees
with the view (e.g. Oakland and Waterworth, 1995; Kanji, 1991) that most
organisations share some common elements that are fundamental to successful
training. This study therefore attempts to determine these essential elements in an

effort to help improve the current management training practices for NPCs.

1.6 The Objectives of the Research

This research, therefore, will consider three sets of: inter-related issues. Firstly, the
governments’ privatisation initiatives that triggered the SOEs to respond to change,
especially 1in management practice; secondly, the adoption of Total Quality
Management by these NPCs for competitive advantage and thirdly the partlcu]ar
focus on management training and the development of managers. Thus, the research
objectives are:-
i)  tolook at why and how governments have taken privatisation initiatives and
their effects on the organisations under study;
1i) to provide an understanding of how TQM was implemented in these NPCs
in response to the new competitive environment;
iii)  to Investigate the role of management in relation to training for TQM
implementation;
iv)  to find out the facilitating and constraining factors in the implementation of
training practices in total quality for managers; and,

V) to identify positive features of management training practices in total quality

for the NPCs.
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i) The Governments' Privatisation Initiatives and Their Effects on NPCs

As has been stressed, governments’ privatisation Initiatives became the major catalyst
for change in the organisations under study. Depending on the motives for
privatising, various methods have been employed in the process of changing the status
of ownership from full to partial divestiture, thus leading to a range of outcomes.
This research seeks to identify the specific outcomes of such methods, with respect to
the NPCs under study. This study supports the view that privatisation has inevitably
forced the organisations in question to change and respond in particular ways (Jomo,
1995b; Parker, 1993; Ramanadham, 1988; Pirie, 1985). In investigating this research
objective, information was obtained mainly from documentary sources.gathered from

the corporation’s resource centre, university libraries, and government departments. -

ii) The Adoption of Total Quélity Managemént for Competitive Advantage

TQM has been increasingly adopted by organisations worldwide with the objective of
increasing quality of produéts and services. This researcﬁ examines the underlying
motives of particular NPCs in their decisions to embark on a TQM programme. This
work also investigates the processes of TQM implementation in NPCs. Since TQM
literature mainly focuses on:organisations which are established in either public or
private sectors, little has been written regarding newly-privatised organisations.
Information on this topic was sought by computer and manual searches at libraries in
various universities. Information was also collected during fieldwork using in-depth
semi-structured interviews with various categories of respondents,  ‘personal
observation on one total quality programme in session, and documentary sources like

company reports on TQM, training bulletins, conferences reports, company’s articles,
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Handbook, TQM training packages, and company’s newspaper.
1v) The Implications of the Role of Training F unctz:'o;*z as a Résult of TOM
Implementation | |

This research also aims to consider the implications of management involvement
when implementing TQM training, It is therefore necessary to find out the extent of
management involvement and support in the training function with respect to TQM
managerial training. The need for training to -be as efficient as possible is a critical
factor for NPCs in developing managers. To-investigate this research objective, the
primary mode used was in-depth semi-structured interviews conducted with various
levels of managers as explained in section 6.5.2 of Chapter Six, followed by
documentary sources as mentioned ‘above made available by the respective

corporations and those gathered from university libraries.

v) Identifying the Facilitating and Constraining Factors in Achieving Effective
Management Training Practice in Total Quality in NPCs

Because maﬁagerial training is important to enable them to cope with the changes in
organisational status and for effective TQM implementation, i£ 1s the purpose of thig
study to ascertain the constraining and facilitating factors for management training in
total quality in the NPCs. The construction of the Management Training in Total
Quality (MTTQ) model in Chapter Eleven of this thesis provides a method for the
NPCs to achieve effective practice and to justify investment in total quality
management training. In investigating this research objective, in-depth semi-
structured interviews were used as the primary method of collecting information with

managers of various categories (see Section 6.5.2 of Chapter Six). This was followed
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by observation of one of the total quality management training programme in each
NPC, and compiling documentary evidence such as annual reports, Handbook,
research reports, articles, training manuals, training programme materials, training
bulletins, and conference reports from the individual corporations.
Vi) P;roposed Elements of Showing Positive F catures in Management Training
Practice in Total Quality for NPCs
The final objective -of this research is to' identify those elements which contribute
positively to the practice of managerial training in total quality for the NPCs. This
will lead to the development of a new model in which positive features of training
practice in total quality can assist NPCs in bringing about positive results in TQM
implementation and making investment Hin training justiﬁahle. The investigatien of
this research objective involved reviewing existing theory leading to the development
of a theoretical framework for the studyq to fbe undertaken. Based on the theoretical
ﬁamework developed in Chapter Five, fieldwork investigation was later conducted 1n
the NPCs using research methods as exhlamed in Section 6 5.2 of Chapter Slx

Results from these ﬁeldwork ﬁndlngs led to the deveIOpment of a new model for

management training.

In summary; analysing NPCs from two different countries in the study is a powerful
way of exposing the important issues that lie behind the implementation of effective
management training practice in total quality in NPCs. Such a study, therefore,
enables the researcher to identify ‘commonalities’ in implementing training practice in
total quality for managers which have implications for other similar corporations in

other countries. It is also the intention of this study to investigate the role of
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management in allocating adequate resources for training and its capacity for better
functioning of training? programmes 1n total‘ quality aimed at successful TQM
implementation. This has implications for the work of thosle seni;;)r managers who are
responsible for devising organisational policies and strategies to implement changes
in the organisation. It is also relevant for training centres which prepare and deliver
management training programmes. Consequently, this research will provide a
valuable contribution to these particular corporations and the other privatised

corporations. This work will also be an added contribution to the field of total quality

training practice.

This study, therefore, examines how newly-privatised organisations in Britain and
Malaysia coped with their ﬂew status. It examines how managers were prepared for
changes which resulted from 1this shift from being a public toL a private sector
company. In particular, it considers the deployment of TQM as a strategic business
tool by these companies and at the role of management training in the implerﬁentation
of TQM. It argues that the changes in the internal structure of each company were é

direct result of pressures emanating from the wider political and economic

environment.
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CHAPTER TWO . -
THE POLITICAL AND ECONOMIC CONTEXT

2.0 Introduction

This chapter describes how changes affecting the state-owned enterprises that led to
privatisation initiatives have necessitated the management of the organisations to
focus on providing quality service to customers and to be competitive in the market.
The move into being commercially market-driven entities has led this shift in focus to
be the central concern for management. Despite several attempts by the governments
of both countries to revitalise the performance of public enterprises, privatisation was
seen as the best possible strategy. This therefore, led to the fundamental 1ssue of the
need for management to change. Consequently, this in turn, led to a focus on
management development and training to support this change process. Although
management development and training had not received considerable attention prior
to 1980s, the work of many influential studies (e.g. Handy, 1987; Constable and
McCormick 1987) particularly in Britain, have triggered UK . organisations to
increasingly recognise the significance of developing their managers in order to be
competitive. This study, argues that management development and training is an
important strategy for the NPCs studied if their managerial capability is to be

enhanced in order to support TQM implementation.

2.1 The Issue of Change Affecting the Public Enterprises

The issue of the accelerating pace of change affecting both public and private sectors

in the recent decade dominates much of the discussion in the management literature.
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The current unprecedented state of change has been referred to by many writers as
“turbulent” (Morgan, 1990; Drucker, 1980); x”chaon'c g t]g)urcan and Oates, ih994;
Peters, 1987); or delineated as ”z'nstabz'éz‘ty” and “unpredictability” (Taylor and
Lippitt, 198h3). Many have suggested that Britéiﬁ’s poor economic peﬁo@mce, high
unemployment rates, lack of competitivenesé, and huge ﬁnaﬁcial debt; have been
directly associated with the general under-performance of the publié sector (Farnham
and Horton, 1995; Thomson, 1992). Such poor performance led ﬂ;e?govermnent to
become radically committéd to change initiatives in an effort to revitalise state
enterprises. The launching of developments such as uthed Financial Management
Initi;atives in 1982, the Nexf Steps Initiatives in 1988, and The Citizen’s Charter in
1991 clearly indicated the detc;nnﬂination of the gbvermnenfs decision to address
several key 1ssues. This can be summarised as theh n‘eed to increase efﬁciency;
emphasise étandmds of quality service by increasing custc;mer focus; and ﬁna_lly, a
new “managerialist” approach (Pollit,419190) which is the ideology of market-led
ménagerialism (Reed, 1993). The central idea of 'introducing these and other
ini;ciatives was to reform both the organisation and managerr;ent aimed at lovercomingi
the deficiency of bureaucratic modes, and making public services more efficient,
effective and responsive (Kirkpatrick, and Martinez Lucio, 1995). However, such

efforts by the government were not particularly successful (Painter et al., 1994;

Thomson, 1992). Thé fallure seemed to stem from the fact that many of these
initiatives did not evolve as part of an overall plan.. Instead, they were ad hoc
responses to changing political and economic circumstances (Thomson, 1992). To
the end of 1970s, another programme called privatisation was introduced by the UK

government in the etfort to resolve the public enterprises’ problems.
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Similarly, in Malaysia, the deterioration of the maproeconomic performance leading
to debt criées, and slow economic growth again seen as largely due ';o the unprofitable
public enterprises triggered the govenﬁnent for a policy response. ﬁNot only that, the
performance of the state enterprises themselves had been deterioratiﬁg and there was

widespread public criticisms of quality of service, waste, inefficiency and corruption
(Jomo, 1995a). Such circumstances, therefore, resulted in Ihe government’s decision
té) introduce several major policies such as the Look East Policy in 1981, Leadership
By? Example in 1983, and the Quality Campaign Initiatives in 1989, all aimed at
bringing about radical change in public enterprises. These and other measures of
administrative reforms were implemented with the view to improving efficiency,
quality and productivity in the public sector through better management of resources
and an improvement in work culture. Those efforts actually resulteci in little
improvement. Some policies even seemed to fa;ie into insignificance over time (Jomo,
1995a). In the face of a deepening economic crisis in the mid-80s, the government

turned to a privatisation policy, with the belief that this policy change could reverse

the condition of the public enterprises (Jomo, 1995a).

Following these privatisation policies, numerous studies have been undertaken raising
the question of whether private sector management is better than public sector
management. The general assumption made by many analysts (Thomson, 1992; Perry
and Rainey, 1988; Parker, 1985; Davies, 1971) is that politically dominated public
bureaucracies inhibit flexibility and innovation. The absence of information and
incentives of market orientation have also imposed constraints on public

administrators, with the result that the public sector is less efficient than the private
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sector. However, other writers (e.g. Chang and Singh, 1992; Dunsire, 1991) have
argued that given the complexities of environmental, social and moral responsibilities
and different priorities of the public sector, some of which are intangible and
unmeasurable, it would be unfair to associate public sector with low efficiency and
poor performance. Despite the controversial debate of private/public sector
management efficiency, this study argues that intense pressures for more efficient

performance and quality service provided the impetus for change in the organisations

studied.
2.2 The Neeﬂcwi for Management to Res}gond to éhange a;s a Result of Change
Initiatives +

In the context of a shift from public to private sector organisational structure, the issue
of management responsiveness has been the subject of many writers (Parker, 1993;
D“unsire, 19‘51; Kanter, 1991). They argued that, ﬁs a result of the immense pressure
built upon organisati()‘ns, management ha§ to react in order for organisations to
maintain cor;lpetitive advantage and thus SUrvive (Burn‘es, 1992; Kanter, 1989;
Handy, 1989; Plant, 1987). Emphasising the importance of management response to

the rapidly changing environment, Drucker (1980) argues that;

“in turbulent times, the first task of management is make sure of the institution's
strength and soundness, of its capacity to survive a blow, to adapt to sudden

change, and to avail itself of new opportunities” (1980:1).
The imperative for maﬂagement to change is also stressed by Burnes (1992) who
'érgues that, even though the need for organisational structures is recognised, the
success of these changes greaﬂy depends on managers, who must éhange their own
practices before changing the rest of the organisation. In this context, Burnes (1992)

argues that changing organisations and managing change cannot be seen in isolation
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from changing managers. Since the responsibility of management is to create
conditions to promote and bring about change in the organisations, and because
organisations like these NPCs have to live with existing managers, it is therefore
argued that these managers need to change. In'thisregard, training and development
is seen as central to developing these managers in order to be able to bring about
necessary changes and in supporting TQM implementation. At this point, this study
argues that the key method for achieving successful organisational transfonnatiﬁon
requires managers to be trained and developed in order for them to instigate and
sustain change. While it has been noted earlier that managers need to bring about

change, it is necessary to understand the role of managers in gaining organisational

SUCCESS.

2.2.1 Understanding the Term Manager and the Managerial Work

Because the central theme of this study focus in the development of managers, it is
therefore necessary to define the term manager and its function in an organisation.
The word ‘manager’ has been defined broadly by a number of writers, and each is
given from a different perspective. For example, an early description of a manager
was understood as ‘getting work done through other people' (Sayles, 1964:1). However,
as organisations grew in size in this modern society, such a definition was found to be
deficient and schplars have challenged the meaning of it. One simple definition is

that of Reddin (1970) who defined manager;

“as a person occupying a position in a formal authority who is responsible for the
work of at least one person (subordinate) and who has formal authority over that

person (subordinate)” (1970:20).

Another description for the term manager was given by Ghiselli (1971:8) who wrote

that “a manager is one who manages, directs, guides, executes and administers the activity
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of an organisation”. From another viewpoint, Mintzberg (1973:166) explains the term
manager “as the person in charge of a formal organisation or one of its sub-units vested with
formal authority”. In this study the word ‘manager’ can be understood as a person

having formal authority who is responsible for his work and the work of other people

under him and in charge of the overall performance of a unit or an organisation.

Whilst the above definition of a manager focuses positional and functional elements
in tﬁe organisation, to describe what a manager actually does in an organisation 1s
always difficult. The pioneer study on jche work of a manager by Henri Fayol (1916)
has identified thp five basic man;gcrial activities of planniﬁg, organising,
commanding, co-ordinating and controlling. His view which is termed as classical,
has gained wide popularity and become a valuable source in manageme;lt theory.
Nevertheless, some management practitioners have challenged the practicability of
Fayol’s theory as this only provides the idea of what a manager should do and not

what he actually does. Mintzberg (1973), commenting on Fayol’s idea argues that;

“consider a chief executive who is approached by a group of dissatisfied
employees threatening to resign unless a senior executive is fired, and who must

spend the next few days collecting information and working out a means of .
dealing the crisis...Which of these activities may be called planning, and which
may be called organizing, co-ordinating or controlling? Indeed, what relationship
exists between these four words and manager’s activities? These four words do

not, in fact, describe the actual work of a manager at all” (1973:10).

As organisational structure becomes more complex, so does the nature of managerial

work. Illustrating the complexity of today’s managerial role, Crainer (1995) points

out that;

“The truth is that research suggests managers find themselves involved in an
increasingly impossible balancing act. Management is strewn with paradoxes
such as order and chaos; the short and long-term; and a host of others battle for
attention. Day-to-day management is vague, immediate, intuitive, personal,

complex and chaotic” (1995:xxv).
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Due to its complexities, many attempts have been made to'identify the nature of
managerial work (Hill 1992; Kanter 1991; Sayles-1989, 1964; Stewart 1982, 1967;
Kotter 1982; Mintzberg 1973) which found it:to be involving a wider set of activities
and a variety of conceptualisations. In his early seminal work, Sayles (1964) found
that managerial work can be classified into three categories: firstly, as a participant in
external work flows; secondly, as a leader; and thirdly, as a monitor, that is, the
manager must observes the system,. detect any disturbances, or problems and take
corrective measures through formulation of strategies and plans. Despite criticisms
on his loose and non-systematic research tools‘, Sayles’ findings have shed much light
on managerial wdrk in his time (Mintzberg, 1973). Sayles succeeded in revealing the
complexities inherent in managerial work along with ﬁe need for a manager to be

flexible to adapt to change.

In another well-known study on managerial work, Stewart (1967), using a diary
method, found that managers in different jobs have different demands on them and for
that matter would require different skills. In this study, she identified five different
kinds of managerial jobs in relation to the way managers spend their time. ) First, the
Emissaries who spend much of their time away from the organisation, for example,
sales managers and senior managers. Second, the Writers, who spend a greater share
of their time in writing, reading, dictating and figure work, which consists of staff
specialists and chief electrical engineers. The third group which most managers are
included is the Discussers who spend much of their time with other people to carry
out a diverse range of activities. Fourth, the Trouble Shooters, who spend more time

coping with crises and inspection, an example of this are production managers. The
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final group 1s the Committeemen, who spend a great share of their time in committee
meetings. These are managers who work in large organisations. This study, although
attempting to distinguish different requirements for different  jobs, has several
drawbacks. Firstly, the study was confined to how different managers spend their
time and failed to identify what managers actually do. Secondly, there is the question
of validity in the findings due to circumstances for instance, managers may fail to

record all activities in their diaries because of hectic work.

Another distinguished study of managers at work was that of Mintzberg (1973) who
researched the nature of managerial work using structured observation of five chief
executives from different organisations. The study was designed for three purposes:
firstly, to focus on thé manégerial job rather than the manager; secondly, on basic
similarities rather than on differences; and finally, on the work content rather than its

characteristics. Findings from his study revealed that “managers work at an unrelenting

pace with chronic interruptions, prefer action over reaction and verbal media over written

media in his context’ (Mintzberg, 1990:164). Mintzberg’s (1973) research analysis

finally resulted in identifying ten managerial roles which can be summarised as;

The manager must design the work of his organization, monitor its internal and
external environment, initiate change when desirable, and renew stability when
faced with disturbance. The manager must lead his subordinates to work
effectively for the organization and he must provide them with special information
some of which he gains through the network of contacts that he develops. In
addition, the manager must perform a number of ‘housekeeping’ duties including
informing outsiders, serving as figurehead, and leading major negotiations

(1973:169-70).
Although Mintzberg’s work appears to take into account the social nature of
managerial work through structured observation approach, it is argued that his
methodology and conceptual framework disregafds the historical and political

processes that underpin, and provide a rationale for the work that managers do
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(Willmott, 1987). In addition, it is argued that his method of structured observation
has one drawback, in that, observing several managers for long period can be time-
consuming and demands special skills in interpreting and classifying actions of the

different respondents.

These early studies were undertaken during the decades of the 1960s and 1970s.
More recent studies carried out in the 1990s identify a different set of managerial
work. Recent studies (e.g. Hill 1992; Kanter 1991; Lee 1991; Morgan 1990; Smith
1989) have shown that managers now need to be more sensitive, require multiple
skills and need to have better understanding to read the environmental trends. In one

study on developing new managers, Hill (1992) describes the current demands on

managers;

“Managers must juggle diverse, often ambiguous, responsibilities and are
enmeshed in a web of relationships with people who often make conilicting
demands: subordinates, bosses, and others inside and outside of the
organization. As a result, the daily routine in management is often pressured,

" hectic, and fragmented” (1992:16).
One common theme that emerges from most of these studies is that managerial work
is complex and fragmented. Moreover, the recent transformation of organisational
structure has led to a new style of exerciéirig power. This is particularly relevant to

NPCs. This phenomenon is probably best summed up by Kanter (1991);

“Position, title and authorit{r are no longer adequate tools, not in a world where
subordinates are encouraged to think for themselves and where managers have
to work synergistically with other departments and even other companies.
Success depends increasingly on tapping into sources of good ideas, on figuring
out whose collaboration is needed to act on those ideas, on working with both to

produce results” (1991:18).
The emergence of new man‘agériaf work implies a very different way of obtaining and

using power. The managerial role now involves coaching, innovating, facilitating,
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supporting and even integration (Birchall,- 1995; Kanter, 1991; Peters, 1987; Smith,
1989). In more recent studies, sharing responsibilities with peers and subordinates is
becoming one of the significant trends in managerial work (Durcan and Qates 1994;
Kanter 1991; Morgan 1990; Manz and Sims 1989). In their view, Durcan and QOates
(1994) underline the importance of reshaping the organisation and radically changing
the boss-subordinate relationship in companies. They  assert that the traditional
command and control operating mode is being replaced by counselling and coaching
style of management: Despite various conflicting descriptions presented on what a
manager does, it has been suggested that as time evolves, the role of a manager
changes in response to the prevailing needs and conditions. This view underpins this

study in assessing the new training and development needs of managers in the

identified NPCs.

2.3 Changing thie Organisational Culture in Response to Change Initiatives

The need to respond to a rapldly changmg environment has led these NPCs to
anticipate the challenges by making necessary adjustments throughhattemptmg to
change the culture of the organisation. The works of Kotter and Schlesinger (1991),
Burack (1991), Plant (1987), and Pettigrew (1985), all show that changing
organisation, eépecially its culture is ﬁeither easy nor short-termed. In the process of
moving from the ‘present state’ to ﬁe future ‘désirable state’, many analysts (Burnes,
1992: Wilson, 1992; Pettigrew, 1985) caution that c;rganisations will face serious
obstacles. These could be in terms of resistance to change, losing organisational

control and power disorder (Nadler, 1993). In this context, it is important for
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organisations to analyse barriers to change, plan and' prepare change strategies or
adopt appropriate measures in addressing the problems as they emerge. Another
common assumption made by many writers (Kotter and Schlesinger, 1991; Burack,
1991) 1s tl;at there is a tendency that workers will resist change, and that, it is the job
of the ma:;lagers'to foster and implement change. There are, however, circumstances
where managers themselves are the ones who actually 4;:11'6 reluctant to change
(Rajagopal ef al., 1995; Bumnes, 1992; Plant, 1987; Burns and Stalker, 1961). At this
point, Burnes (1992) proposes two methods of overcoming management resistance to
change, either by management development or by replacement. Similarly, Lawrehce
(1991) observes that managers too, at times, are resistors as well as instigators of
change. In this regard, he proposes that the top executives deal with managers in the
same way that managers should deal with éubordinates, that is, through facilitating
communication, participation and understanding different viewpoints. With regard to
the NPCs, findings from this study suggests that efforts are being made by the
management to transform the bureauératic culture into a quality culture.t It was found
that while the ideal flexible and human focus organisation is widely accepted, some of
these companies are less advanced than others in implementing cultural change due to
the tnatural problems of resistance to change and absorbing new concepts.
Nonetheless, there is indeed some positive indication towards cultural shifts with the
adoption of the concept of Total Quality Management. One common theme that
appears in this study is that, in implementing cultural change, management plays the
central role in ensuring success. In this regard, one way to enhance and sustain

managerial performance is by developing them.
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2.4 The Focus on Management Development and Training as a Consequence of

Rapid Change

[

Given the challenges facing the corporations in this study, what is apparent is that the
importance of having high quality performance. managers has led to the focus on
management development, education and training as one of the strategies in securing
competitive advantage. Having said that, however, in Britain, the issue ‘of
management training and education did not receive substantial consideration, until the
commissioning of the Coopers and Lybrand Report in 1985, which investigated the
state of training within Bﬁtish iqdustry. This Report revealed that top management in
most companies had almost ignored their companies’ training performance compared
to that of their competitorg from abroad. Subsequently, ﬁndingg from this Report
provided impetus for other studies in the years that followed (Handy, 1987; Constable
and Mc Cormick, 1987; Mangham and Silver; 1r986) which researched the attitudes of
British organisations towards training of their managers. Handy (1987) who
examined in some depth the development of management education and training in
USA, Germany, France and Japan concluded that UK managers are less gducated, and
that Britain must develop its managers more and must do it formally and
systematically 1f Britain is to compete with major countries. He later recommended a
charter setting out a code of good practice in management development leading to the
establishment of the Management Charter Initiative in 1987, Similarly, most of the
following studies reported that training and development of managers have been
neglected leading to deficiencies of the UK organisations vis ‘a vis their major
competitors. In one study by Mangham and Silver (1986), they pointed out that one-

fifth of British companies employing 1,000 employees make no formal provision for
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training of their managers. On this issue, they proposed that;

“What is needed is to ensure that the appropriate mechanisms are available in
companies to ensure effective training is being undertaken” (1986:23). . -

Similarly, Constable and McCormick (1987):reported that most managers in.the UK
neither received formal management education nor underwent major training during
their working lives. To this extent, Sadler and Barham (1988) argued that the failure

of British organisations to-provide adequate training particularly for their managers

was because;

“Training was not seen as a.contributor to competitiveness or profitability but
rather as an overhead to be cut when profits were under pressure” (1988:49).

Subsequent studies by Handy (1§87) and Constable J and McCorrnick (1%9875,
éﬁpported the need for Britain continuously to invest in tréining and development of
nﬁanagers in order to bé comi)etitive. Similarly; in Malaysia, it was reported that the
attitudes towards management training was perceived as being deficient and lacking
awareness as discussed 1n Section 1.3 of Chapter One. It was said that management
training did not receive adequate attention prior to 1980s, and that following the
implementation of the privatisation initiatives and the launching of Vision 2020 by the

Government that this became a major national and organisational concern.

As a consequence of current focus on management development, coupled with the
changing environment that organisations faced, this became important in developing
and preparing managers to cope with increasingly complex tasks and responsibilities.

This assertion finds support as Margerison (1991) described the situation thus;

“Management development is, today, a top priority for any organisation that
wants to stay in business. As the emphasis becomes more competitive, with
increasing decentralisation and people being held accountable on a regular basis
for what they are doing, it is essential that we develop managers who can not
only produce results themselves, but do so with and through other people”

(1991:2).
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Not surprisingly, there is burgeoning recognition that oréanisations now are focusing
on management development and training as an ir;strmnent to enhaﬁce their
managerial performance (Burke and Day, 1986) and to develop managers in the
process of orgaqisational change (Burnes, 1992; Wilson, 1992; Plant, 1987) which in
turn has a profound impact on organisational effectiveness (Saari et al, 1988:
Humble, 1973; Campbell et al., 1970). For example, aone surveSr con;iucted b); Saari
et al, (1988: 742) on randomly selected U.S companies suggested a growing
commitment on management training in that almost all compmﬁeé studieci have some
type of formal training for managers. They argued that there was an increase in
number of companies emphasising on management training and education because to

update managers on changing concepts and skills.

In training managers, there is a recent focus on a competency approach which has
gained considerable attention globally. In Britain, particularly, following the Handy
(1987) and Constable and McCormick (1987) reports, the Management Charter

Initiative (MCI) was commissioned i1n 1987, with the general aim for,

“nrofessionalisation of managers so that they can cope with, direct and draw benefit from the

turbulence of organisational change” (Wilson, 1992:109). The MCI, besides publishing a
ten-point Charter Code of Practice for conipanies also proposed ‘'universal’
competencies that formed the framework for developing managers (Storey and
Sisson, 1990). However, this competency approach has éeveral drawbacks.
Criticising this Initiative, Wilson (1992) who regards the model as being similar to
Quinn’s et al.,(1990) completency model, which is too predictable and free from

uncertainty, argues that focusing on generic competences is not enough to manage
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change. He also suggests that by splitting the management tasks into eight
competences, Quinn’s et al, (1990) model does not portray the major areas for
management training. From another standpoint, Tyson (1990) pointed out that one
disadvantage of the competency model is: that, because managerial work changes
rapidly over time, the competencies needed in order to perform a job effectively
would similarly change. In this respect, she argues that since competencies cannot be
detailed and precise, it would therefore be difficult to assess the training needs.
Despite these criticisms there seems no escape from the application of the competency
model, which evidently many companies (e.g. British Telecom, Regional Railways)
supported and began developing competences that tailored to their business needs in
view of competitive environment. Such practices which already showed some
performance improvements in both companies, may - indicate that competency
approach training may form part of the management development change programme
in these companies although evidence ' from this research indicates that the
competency approach to staff training is not yet the forefront of approaches to

managing cultural changé for NPCs particularlj! in Malaysia.

2.4.1 Understanding the Concept of Management Development
Management development has been broadly referred to the learning events directed at

managers 1In an organisation (Dixon, 1990). More specifically, as an approach to

improve managerial effectiveness through planned and formal practices . of

management education and training (e.g. see Craig, 1987; Morris, 1978). However, it
can be perceived in broader terms that includes informal activities like coaching,

counselling, job rotation, action learning, managerial career planning, appraisal,
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outdoor projects, experiences and personal imitiatives (Heisler and Benham, 1992;
Thorpe, 1990; Temporal, 1990; Mumford, 1989; Kubr and Prokopenko, 1989;
Wexley and Baldwin, 1986; Revans, 1981; Ashton and Easterby-Smith, 1979). These
writers explain that management development is not confined to management
education and training, but also involves lifelong process of career development of
managers and that incorporates continuous learning. In this context, the researcher
regards management development as any continuous learning activities (planned and
unplanned) that enables managers to develop skills, knowledge and abilities
pertaining to the job context which directly may contribute towards organisational
success and individual growth. In providing the above definition, the writer agrees
with the argument put forward by Mumford (1989) who stresses that, management
development does not only occur through formal and planned process but to a greater

extent encompasses the non-formal as well. In his words;

“Management development is a total process which embraces the informal and
accidental as well as the formal” (1989:5).

The informal, which constitutes mainly the experience gained gradually through an
on-going working process of managers, contributes substantially towards their
development 1n the organisations. In fact, Wexley and Baldwin (1986) argue that
management development may occur on-the-job and off the job in which many
valuable managerial experiences can be learned. Figure 1 shows the key components
of management development, including management training, management education
and experience, all of which eventually 1s targeted at improving managerial
performance and achieving organisational goals. Even though these are the major

elements, of more concern to this study 1s the focus on management training, This is
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because management training is viewed by the NPCs under study as a vital strategy
that can develop their managerial capability quickly for immediate application as well

as being seen as a tool to support TQM implementation.

* Management Training
development of specific job-related
competencies for immediate application

PERSONAL GROWTH

*Management Education
to develop wide range of conceptual knowledge
and abilities for general managerial practice

*Experience - . F
other learning opportunities (e.g. action learning)
that enhance performance and individual career

development

ORGANISATIONAL
GOALS

Figure 1 Management Development Activities

2.4.2 Clarifying The Concept Of Management Training and Education

The terms ‘management training’ and ‘management education’ which subsumed
under the umbrella term management development seem inseparable to some writers
(e.g. Hussey, 1988; Saari ef al., 1988; Watson, 1978; Legatt, 1972) as they make no
clear attempt to differentiate these terms. Instead, they use them synonymously and
interchangeably. Nonetheless, there are others (e.g. Heisler and Benham, 1992; Keys
and Wolfe, 1988; Wexley and Baldwin, 1986) who have shed light by providing
significant distinction between these two terms precisely in the aspects of nature,
application and role. For instance, Keys and Wolfe (1988:205-6) defined
management education as, “the acquisition of a broad range of conceptual knowledge and

skills in formal classroom situation in degree-granting institutions.” While according to
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them, management training 1s, “positionally and organizationally specific to those already in
the ranks of management, which occurs in non-credit programs and on-the-job experience”.
This implies that management education is to provide knowledge for managerial
practice while management training is seen as enhancing specific job related skills in

which both eventually aimed at improving managerial effectiveness.

In another study, Heisler and Benham (1992) has advanced the understanding on the

issue. They argue that;

“Management education is broad in scope and has application that are both
immediate and long-term in nature. The role of education in executive and
management development is to develop critical thinking skills and an
understanding of complex issues affecting management practices. Management
training is more narrow in scope..more immediate and job-specific in
nature...demonstrates the practical utility of knowledge...by focusing on and

emphasising application skills that are job or task-specific” (1992:2-8).
This clearly indicates that management education focuses on the development of
cognitive skills and general conceptual knowledge whilst management training
emphasises development of specific competency skills which 1s more practical and
job-specific in nature. In the context of this study, management training is seen as a
tool to specifically impart knowledge and skills to prepare managers in particular to
implement TQM. At this juncture, the researcher asserts that there 1s significant
difference between these two terms. Management education i1s the acquisition of
broad managerial knowledge through formal structured teaching that probably leads
to paper qualifications which is cognitive and analytical in nature that prepares an
individual for managerial practice. Management training, obversely, is any formal or
informal activities which are job-related, practical and competence-based in nature
intended to enable a person to perform managerial tasks and responsibilities

satisfactorily in specific organisational setting.
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Figure 2 depicts the key features distinguishing management training from

management education.

Management Training Management Education

Focus Specific practical skills and competency-based Broad conceptual knowledge and
cognitive and analytical abilities

Duration Short-term . . Long-term
Emphasis On organisation and job-specific in nature  No specific task or organisation in
focus
Application Immediate - ~ Could be immediate or long-term
Offered by Training institute or organisation Academic institution
Accreditation = Non-degree credit programme Probably degree credit-
Probably led to promotion programme

Fipure 2 Key Features of Management Training And Management Education

Management training is narrow in scope and designed for managerial groups and
focﬁses on* developing specific job-related competencies f01; immediate application in
particular organisation se&ing, while management eciucation equips managers with
broad conceptual knowledge to cope with diverse situational coﬂtexts. Management
training advances through the application of knowledge‘ in real-life situation.
Management education can be depicted as ‘academic’ in characterr as 1t stresses
cognitive and analytical skills. With the objective to impart broad range of
knowledge and understanding, management education could provide a solid
foundation for managers to develop apprOpriatg attitudes and skills to cope with
variety of tasks in diverse situational contexts. Generally, management education is
offered by academic 1institutions, which means that the acquisition of knowledge and

skills is through formal teaching and simulated settings.

39




A number of researchers have indicated that management training and education form
an integral part.of the management development with the objective of improving
managerial and organisational goals (Buckley and Caple, 1992; Kubr and
Prokopenko, 1989; Saari et al., 1988; Papalexandris, 1988; Barham er al., 1987;
Burkejand Day, 1986; Zenger, 1985; Hand and Slocum, 1972; Campbell et al., 1970).
In view of the importance of developing managers in Britain, Constable and
McCormick (1987), argued that many more managers need broad professional

training and education if they are to compete successfully with others.

Many writers (Heisler and Benham, 1992; Albanese, 1989; Wexley and Baldwin,
1986) contend that coherent integration of management training and education is
imperative to ensure continuous progress for both individual growth and
organisational effectivengss. As Albanese (1989:67) concludes that while
management education committed to providing cognitive learning or knowledge
“about” management, management training executed the skills in “how” to manage, that
is, competency learning and a balance between these cognitive and skill acquisition

accounts for the success of management development. Therefore;

“a holistic and integrative perspective of development inputs‘ is a necessity if
management development is to be an effective and vital stimulus for increased

organisational effectiveness” (Wexley and Baldwin, 1986:288).
As management development is usually initiated by the organisation, the process of
learning, growing and improving performance in managerial tasks are thus linked to
organisational goals and objectives. In this instance, Temporal (1990) argues that
management development which involves a great deal in cost can be a futile

investment if it does not bring returns related to improved organisational performance.
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Whilst this study does not intend to rule out the importance of management education

as one major process of managerial development, however, the focus on management
training is seen as the central feature of the management development activity in
organisations In this study. Because training has become a mainstream activity in

most organisations;

“Management takes the view that, whilst properly organised training costs
money, unplanned training, which relies on informal assistance from fellow

employees, is inexpensive” (Reid et al., 1992:51).
Moreover, considering the increasing complexity of business and industry, it is by
pursuing a policy of management training that employers can ensure that their
managers’ skills are kept pace with technological progress and the current business
demands. Many writers support the view that one key objective of most management
training programmes 1s to impart practical managerial competencies so as to improve
on-the-job performance and other work related issues (Harrison, 1992; Goldstein,

1989, 1980; McKersic and Klein, 1984; Wexley and Latham, 1981). As Harrison

(1992) states;

“Comprehensive and high quality management training and development is of
major importance of all this, since inadequately skilled and poorly educated
managers are unlikely to see the need for anything but a similarly low and

narrow level of skills for other employees” (1992:11).
Although it has been argued in one study that most learning takes place from such on-

the-job experiences rather than training courses (Lindsey et al., 1987); and that the

incidence of training was perceived to have show no relation to performance

(Mangham and Silver, 1986); however, some have challenged this apparent lack of
impact. For example, in his observational report on the influence of training on
organisational effectiveness, Zenger (1985:8) described it as, “one of the most powerful

tools exist to impact individuals and organisations quickly and directly”. Similarly, in one
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research using a sample of twenty-nine corporations, McKersic and Klein (1984)
reported that training was rated as the most effective method for improving
productivity when compared to other strategies such as manufacturing automation or
organisation design. Furthermore, since these NPCs implementation of TQM requires
managers to dgﬂmonstrate quality leadership, commitment and active involvement,
management training in Total ;Qua]ity is one critical factor to ensure success.
Analysis of findings in British Telecom, for instance, revealed that due to drastic
changes that it had to endure following privatisation, the company invested heavily in
management training and development (Stent, 1994:14). It can be said, therefore, the
need for managerial development through training is seen as vitally important
commensurate with the change in organisational status. Privatisation initiatives, was

seen by governments of both countries as one “common” strategy to deal with the

problems of the state enterprises.
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CHAPTER THREE

*ﬂ POLITICAL AND ECSNGMIC REALITIES, AND PRIVATISATION
INITIATIVES o

3.0 Introduction

This study argues that i)rivatisation“ created the need for radicai changes in NPCs in both
Malaysia and Britain. Tl;é issues suﬁomding iprivatisation, therefore, need to be
explored. Despite criticisms that privatisation may not be the bést soluti;:)n to the
eco;lomic problems in ﬁe two countries (Joxﬁo 19955; Heald, 19#3), it was seen that the
growing dissatisfaction with poor provision of services-and performance of the public
enterprises and the belief that the ‘market’ could serve the public interest better, provided
the impetus for both governments to favour privatisation. This change in status was
intended to bring about improvements in business performance which were too difficult
or being implemented too slowly under the previous ownership models. The first section
of this chapter explores the economic and political realities of both countries in relation to
the governments’ decision to privatise the SOEs. This 1s then followed by an analysis of
the concept of privatisation. The final section discusses the implementation of

privatisation for SOEs in both countries.

3.1 Economic and Political Background of Both Malaysia and Britain in
Relation to the SOEs

To provide a clear understanding of the research problem outlined in Chapter One, it is
necessary to look into the origins of -privatisation, both in Malaysia and . Britain.

Historically, the development of the SOEs in each country occurred in different
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circumstances although the reasons for privatisation are similar. The literature on
privatisation (Jomo,1995b; Clarke and Pitelis, 1993; Adam er al., 1992; Md. Salleh,
1991; Craig, 1988; Wiltshire, 1987) suggests that both Mahathir and Thatcher
governments viewed privatisation as the best option to cope with the problem of a large
and growing public scctor, increasing public expenditure incurred by financing the SOEs,
and the sluggish cconomic performance of both countries during the late 1970s and carly
1980s. Despite criticisms that it may not be the best solution to these problems,

cconomic and political pressures were strongly advanced in favour of privatisation.

3.2 State-Owned Enterprises (SOEs) and their Performance in Malavsia

The cconomic development of Malaysia, from independence in 1957 to the late 1960s,
saw the country’s cconomy shaped by a laisscz-faire approach. During this time the
country’s opcn market system was considered stable economically and politically.
Indecd, i1t was reported by Hensley and White (1993:72) that from 1957-1969, Malaysia’s
cconomic performance was robust with a growth rate of 6% and a per capita income
growth of 3%. Moreover, the SOE’s budgets remained robust and inflationary problems
were practically non-existent. The cconomy in the same period was heavily influenced
by the so-called ‘Bargain of 1957' (Adam et al., 1992), which was an arrangement made
between ethnic groups that allowed the Chinese to dominate the commercial and business
sectors, while the predominantly indigenous cthnic group, the Malays or ‘Bumiputera’,
were divided with the minority elite retaining political control of the state, and the vast
majority remaining in agriculture. This imbalance segregation of activities resulted in the

Chinese becoming affluent whilst the majority of the Malays were deprived of greater
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economic benefits. The growing tension resulting from -the unequal distribution of
wealth and disparity in the standard of living between these two major ethnic groups
became apparent in the late 1960s. This resulted in increasing dissatisfaction among the
Malays. In 1969 a major race riot occurred. This outbreak of violence prompted the
ruling Malay government to undertake a restructuring to address the economic imbalance
by introducing, in 1970, the New Economic Policy (NEP). This twenty-year plan had
two main objectives: ﬁrstly, to restructure society; and secondly, to reduce ethnic
~ economic disparities especially il;. the interest of the Buﬁip;tera. The NEP sﬁbsequenﬂy
marked the government’s first direct intervention in the econom);. This led to I the
creation of numerous SOEs between 1970 and the 1980s. The.;‘,e were mainly aimed at
encouraging the participétion of the Bumiputera.ﬁ By the early 1980s, the SOEs
numbered over 1,100, and formed ‘among the Ia;gest in the;world c;utside the centrally
planned economies’ (Adam et al., 1992:215). However, aftelr a decade the Government

realised that a large number of the SOEs had not been performing as outlined in the NEP.

As Adam et al., (1992) note;

“Reflection over the first twenty years of the NEP seems to suggest that government
intervention in the enterprise sector has, with a few exceptions when natural or other

monopoly conditions prevailed, failed to maintain the value of assets appropriated for
the Bumiputera” (1992:226).

This failure, as will be shown below, was a major contributing factor to the introduction

of privatisation in Malaysia.

3.2.1 The Growing Deterioration in SOEs Performance

One of the most pressing issues that led to the decision to privatise SOEs in Malaysia was

an increasing dissatisfaction with the poor level of service and performance of the public
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sector. With regard to this, Jomo (1995a) describes the generally lacklustre performance
of the public sector,” and criticises the loss-making public enterprises which
conspicuously drained government resources.’ The government believed that privatisation
could reduce state involvement in the economy which would subsequently lead to the

enhanced performance of the public sector.

3.2.2 The Quality of Service in SOEs

Another pressure for privatisation came from the increasing demand from consumers for
better services from the public sector. By the early 1980s there was widespread
dissatisfaction over delays and poor provision of services despite the large number of
civil servants employed in the public sector. The major complaints in the media about
the public enterprises’ performance were inefficiencies, corruption and wastage. The
government believed that privatisation could enhance efficiency through reduction of the
levels of bureaucracy in public enterprises leading to a better quality of service. The
argument for privatisation was that markets could serve the public interest better than
politics, as evidenced by the experience of previous failures of government involvement

in the nation’s economy.

3.2.3 Government’s Expenditure in Financing the SOEs

The growing size of the public sector at this time was matched by a corresponding
increase in public debt and public expenditure. It was reported+ by Md. Salleh
(1991:598), that in order to finance the rapid expansion of the publ%c sector, domestic and

external borrowing had increased at a rapid rate. By 1982, the federal government had an
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outstanding debt of about RM17 billion. For that reason, the first objective in the
government’s Guidelines on Privatisation (1985), was to relieve the financial and
administrétive burden of the government in undertaking and maintaining a vast and
constantly expanding network of services and investments in infraﬁucfure. Thus, the
governmeﬁt believed that privatising these SOEs could curtail public spending and

decrease the government’s financial burden.

3.2.4 Private Sector is Seen as a Primary Vehicle for Economic Growth

It was the government’s intention to increase private sector involvement in the nation’s
economic growth especially in the sectors which previously had been dominated by
public enterprises. This, it was believed, would stimulate growth by liberalising market
forces based on the notion that free market forces could dictate the best way to produce,
consume and invest (Ramanadham, 1989). The encouragement of private sector
involvement in the economic development of the country was clearly reflected in various
privatisation initiatives: firstly, through allowing the private sector to enter activities such
as rail services, telecommunications, and energy traditionally run by the public sector;
and secondly, through rewarding private sector groups or individuals who proposed
innovative ideas for the implementation of privatisation projects such as the North-South
highway project and garbage disposal services (Ramanadham, 1989). Thus, the
commitment to privatisatiqn was focused on prqmoting private investment and increasing

active involvement of the private sector to enhance the nation’s economic development.
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3.2.5 The Role of Privatisation in Accelerating -Wealth Distribution to the
Bumiputera

The government’s decision to privatise SOEs was also based on the belief that it could
contribute towards meeting the objectives of the NEP, stated in the Guidelines on
Privatisation (1985) as;

“The target of ownership restructuring in the corporate sector is to have at least 30
per cent Bumiputera ownership, other_Malaysians 40 per cent and foreign interests

30 per cent, by 1990” (1985:22).
Privatisation initiatives, therefofe, remained as the Government’s method of pursuing one
of the NEP’s objectives which was not attained through the creation of large number of
public enterprises. Many analysts (e.g. Adam ef af., 1992, Md. Salleh, 1991) agree with
the view that the NEP’s objective of redistributing we#alth to the Bumiputera through
equity ownership in privéte enterprises emerged as the central focus of the privatisation
initiatives. Héwevef, many critics of privatisation have claimed that privatisation would
oﬁly result in the transfer of assets from one wealthy elite, ‘the Government’ to another,
‘big business or politically influential, wealthy Bumiputeras’ (Jomo, 1993; Md. Salleh,
1991). The greatest concern ﬁere 1S whethe} equal distribution can be guaranteed to

ensure privatisation achieves its objectives.

Some writers (e.g. Jomo, 1995a; Adam et al, 1992) argue that the NEP actually
hampered the growth of the Malaysian economy, due to a serious degree of ‘positive
discrimination’ which resulted in too high a degree of ‘over-protection’ given to the SOEs.
This, in turn, produced inefficiency and low performance (Adam et al., 1992; Yusof,

1989). In addition, the increase in the number and rapid expansion of the SOEs raised the
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amount of public expenditure to an' alarming level. It was reported by Md Salleh
(1991:598) that the amount owed to the federal government by the SOEs increased from
RM$1.2 billion in 1970 to approximately RM$17 billion in 1982. It was not until the
severe world economic recession in the early 1980s which precipitated fiscal and debt
crises, that the Government began to take action on the SOEs. ‘With the appointment of
Dr Mahathir Mohammed as Prime Minister in 1981, the creation of new SOEs was
slowly brought to a halt. Following that, the Central Information Collection Unit (CICU)
was established by the Government to assess the performance of the SOEs. Data was
collected on the SOEs by the CICU to calculate the extent of the g?:wernment ’S equlty,
paid-up capital and business turnover of the SOEs (Md. Salleh, 1991). The study
concluded that there were significant internal microeconomic weaknesses, in particular
management weaknesses. Thése, rather than failures in the macroeconomic environment
in which the SOEs operated, caused poor low performance (Adam et al., 1992). Further,

Adam et al., (1992) argue that there were other contributing factors;

“poor or non-existence shareholder discipline, the government ignorance of SOEs
activities even though it was the major or sole shareholder, poorly designed
incentive structures and easy access to soft finances which led to poor resource

allocation decisions and frequent operational inflexibility” (1992:226).
Similarly, Md. Salleh (1991) points out that the SOEs poor performance also stemmed
from an inadequate evaluation of management performance, lack of profit orientation, the

existence of barriers and the dampening economic conditions in the mid-1980s.

It has been suggested that Malaysian privatisation will not lead to more efficient and

productive enterprises. For instance, Jomo (1993) has argued that privatisation in
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Malaysia has led to the abandonment of government commitment-to public enterprise.
And that the promotion of privatisation has replaced any effort to run the public sector
more efficiently. - Despite these criticisms, the government was convinced that the
implementation of privatisation could significantly contribute to solving major economic,
political and social problems. This view was given added impetus after the reassessment

of the New Economic Policy when it was found that results achieved were far below

target (Adam ef al., 1992:226).

i

If SOEs were underperforming economically, tﬁey were ﬁalso failing politically. They did
not attain the NEP target of a 30% stake for the Bumipuﬁtéra by 1990. As predicted by
Ramanadham (1989), the share of Bumiputera in corporate ownership only reached
22.2% by 1990. In light of this, privatisation was seen as a refinement of the policy
which would contribute significantly to achieving the NEP’s restructuring objective.
Many analysts suggest that the implementation of this new concept in Malaysia mirrored
the experiences of earlier privatisation efforts in other countries, and that the privatisation
was merely imported from such countries, especially Britain (Adam et. al, 1992; Craig,
1988). This study, however, argues that the concept of privatisation has not been totally
adopted. Rather, i1t has been adapted and adjusted to the Malaysian situation where it
leads to different processes and outcomes. Further explanation of these differences are
discussed in Chapter Twelve but some consideration now needs to be given to the

development of privatisation in Britain. -
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3.3 State-Owned Enterprises (SOEs) and their Performance in Britain

The creation of the SOEs in Britain started during the late 1940s, largely through the
influence of the social democratic movement and Keynesian economic ideas (Peden,
1985; Fraser, 1988). The Labour Party which took the office during this time, supported
by the trade unions and a large segment of the British population, argued that placing the
economic and political power in the hands of the government was desirable to protect the
government from having their policies dominated by large, privately-owned corporations

(Miller, 1995). This so-called ‘Post-War Settlement’ resulted in the;

“government assuming prime responsibility for economic management and for fine
tuning the economy,...to attain four primary economic goals: full employment; price

stability, balance of payment equilibrium; and economic growth” (Farnham and
Horton, 1995:10).

The Post-War Settlement greatly influenced successive Labour governments. This was
reflected in the growth of the u;eifaré state (Jacks;)n and Price;h 1954; Pedén, 1985)
paralleled with intense activities of nationalisian kwey industries Twith the goals of
‘promoting eﬂiciency’*and providing ‘unﬁz“;r)ersc;rl service’ (Veljanovski, 1987). By 1970s,
there was the pressure of fiscal crisis in state resoﬁrces l;foughztrafbout by ris;ing o1l prices
and the problems of ?r:;apital Jaccurnula’]ciorli (Kirkpatrick and Martinez Lucio, 1995).
Coupled with this :was the grov;fi;lg criticisms on the perf;m@ce of the pu‘;nlic se’c;tor due

to r1smg levels of unemployment, an increase in inflation and taxes and a rapid increase

in public sector borrowmg (Farnham and Horton 1995; Vel_]anovskl 1987, Peden 1985).

The growth of the welfare state was reported to have led to 31gn1ﬁcant exPansmn in the
size of the public sector from 25% in 1946 of the UK Gross Domestlc Product (GDP) to

52% in 1970 (Jackson and Pnce 1994) The Publlc Sector Borrowmg Requlrement

51



(PSBR) increased from 6.5% of the GDP 1n 1973 to 11% in 1975 (Peden, 1985).
Moreover, it was said that over-expanded public sector budgets, the delivery of public
services from the viewpoint of the public sector. staff assessment of what was needed
rather than consumer assessment, ‘technical waste:and inefficiency in the ‘production
processes, all caused public sector failure to deliver public services efficiently ‘and
effectively (Jackson and Price, 1994). This inefficiency in the state bureaucracies also
led to criticism for non-responsiveness and detachment from the needs and demands of

individual consumers (Kirkpatrick and Martinez Lucio, 1995). Other criticisms of the

public enterprises include being;

“too professionally dominated, lacking client involvement, acting as unaccountable
monopolies and being under and poorly managed” (Farmham and Horton,

1995:12).

These arguments, thgrefore, led to claims that changies were needed to make the public
sector more efficiently managed apd more I;Jroﬁtablé while at the sml{e ﬁtirlne revitalising
the UK economy. The election of the Conservative goverrﬁnent in 1979, the then Prime
Minister Margaret Thatcher, accompanied by anti-Keyne;ian 5right-v;'ing economic
thinkers led to the introduction of the privatisation initiétives in% Britain (Farnham and
Horton, 1995). It was said the reason Behind this mainly wés that ‘markets’ were
preferred to ‘politics’ as a means for allocating resources and ais&ibuting welfare in the
new ‘enterprise culture’ of the 80s. The newJ Government strongly opposed state
intervention in industry, wanted to abolish controls, subsidies aﬁd other attempts to
prevail over mairket forces (Cairncross, 1992:234). At its outset, the privatisation era

which began in Britain was referred to by some as, ‘the rolling back the frontiers of the state'
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(Miller, 1995; Clarke and Pitelis, 1993; Thomson, 1992; Lapsley and Wright, 1990). In
explaining the assumptions that underpinned the British government’s move towards
privatisation, analysts have identified the difficulty of outlining prec'isely the objectives
of British privatisation. These objectives have not been stated clearly and have been
changing as the programme proceeded (Vickers and Yarrow, 1991; Bishop and Kay,
1989; Letwin, 1988). Further discussion concerning the lack of clarity of objectives and

the difficulty in identifying them will be found in Section 3.8.3 of this chapter.

3.3.1 The Growing Disillusionment in SOEs Performance

One of thé: major factors that influenced the Britisﬁ go;remment in favour of privatisation
was the belief that State-Owned Enterprises (SOEé) had not increased and were not
capable of increasing productivity and efficiency, nor had tl;ley c;ontrolled wage demands
and price increases (Richardson, 1990). f‘urthermorg the SOEs had pr;)duced low return
on capital, had a poor record on prices, prodﬁctivity, manpower costs and most impoﬁant,
were unable to provide satisfactionﬂtor the customer (Richardson, 1990). This view is
supported by Bacon and Eltis (1976) who argue that unproductive services from SOEs
since ihe 196ds fendéd to drain government’;s. révenue. Tﬁe government claimed that the
privatisation of SOEs was necessary because the welfare state had become bureaucratic
and inefficient, énd that free or subsidised services often benefited the middle <;lass rather
than tﬁose for whom they were in’;ended (Peden, 1985). Privatisation, could promote

efficiency and restore freedom of choice to the customer (Heald and Steel, 1981).
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3.3.2 The Quality of Service in the SOEs

Quality service became an important feature of competitiveness in the private sector in
the 1980s, and this was central to the government’s argument in attempting to improve
public sector service performance. Moreover, Increasing public expectations in public
sector quality service delivery also prompted the government to find ways of improving
this. One major step taken by the government was the publication of the White Paper,
“The Citizen's Charter” (1991) underlining specific principles and introducing measures
aimed at improving public services in four major areas: quality, choice, standards and
value. The Charter initiative indicated the government’s commitment to guarantee the
quality of service, efficiency and value for money for public consumers (Kirkpatrick and
Martinez Lucio, 1995). The means of improving quality outlined in the Charter initiative
included complaints procedures and rights to redress if services were below standard
(Kirkpatrick and Martinez Lucio, 1995). Many writers argue, however, that the belief
that the public sector was synonymous wﬁth low quality service and inefficiency was
misleading (Vickers and Yarrow, 1988; Millward and Parker, 1983). However, the
Government was convinced that chapge in status, correlated with market competition and
profit incentive, could enhance the pursuit of enterprise efficiency (The Citizen's Charter,

1991). The introduction of privatisation, therefore, 1s closely linked to improving quality

of service which would be otherwise difficult to achieve in public sector organisations.

3.3.3 Revitalisation of the Nation's Economic Growth
At the same time, Government’s perception was that the nation’s economic growth

needed revitalising. This was based on the belief that the state was inefficient at
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controlling and owning business as the priorities, pressures and time horizon had
changed, thus companies were better managed privately (Moore, 1985). ‘The rationale
behind ﬂﬁs was “that the govemmeﬂt perceivéd that privatisation could introduce
competition, thus improving the economic performance df the industries concerned and
subsequently would spur the nation’;s economicﬁ',‘ growth (Miller, 1995; Donaldson and
Farquhar, 1988). It was argued,ﬂhowever, that privétisation was unnecessary and that
public sectér reform or introduction of competition could yield better results (Jomo,
1995a; Heald, 1933). Nevertheléss, there were positive benefits resulting from
privatisation. These included organisational restructuring towards more efficient and
more commercially oriented énterprises, fhe focus on qlia]ity customer service, and
increasing recognition of management training in developing managers to support TQM

implementation for the NPCs.

It can be argued, therefore, that the privatisation initiatives in boﬂl Malaysia and Britain
had a great impact on the future of SOEs, especially on the way they were managed. It
can also be seen that the manégement of change i§ eiv.sential particularly for internal
structuring and for coping with external changes. In other words, this research is based
on the general position that external changes stemming from privatisation have triggered
majér internal transformations in organisation and management. The rationale behind
establishing the NPCs was to limit political intervention, introduce commercial goals and
provide incentives for managerial efficiency (Parker and Hartley, 1991:633) In this
regard, privatisation makes radical changes for business improvement and investment

possible, which leads to results which had been politically and financially difficult to
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achieve under public ownership.

3.4 The Introduction of the Privatisation Initiative

Privatisation has been a central feature of the economic policies of many developed,
developing and even less developed nations around the world during the last decade. It
has emerged as a global phenomenon which has radically transformed SOEs into new,
privately owned corporations. The claim that excessive state intervention in the economy
led to inefficient allocation of resources and inhibited of healthy economic growth
underpinned this change (Clarke and IPitelis, 1993). This assumes that efficiency is a

main distinguishing feature between the private and public sector organisations.

The issue of efficiency has been closely linked to rrianagerial incentives, competitive
forces and differing objectivés (Clarke and Pitelis, 1993). These writers argue that the
motive of profit-maximisation in the coinpetitive market has led managers in the private
sector to use resources efficiently. This is not the case in the public sector where
managerial incentives for efficient resource allocation and profitability is less pressing,
thus producing inferior performance. This argument, that an enterprise’s efficiency can
be achieved through market liberalisation and without state intervention in the enterprise,

supports the drive for privatisation initiatives by governments.

Some opponents of privatisation (e.g. Donaldson and Farquhar, 1988; Chang and Sinéh,
1992) contest the claim that the public sector is inferior to the private sector and that
changes in status does not necessarily equate to efficiency improvement. Studies of the

effects of ownership on performance suggest that there is no overwlieiming support for
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the view that change in status will raise efficiency and that competition may be more
important than ownership to be efficient (Dunsire et al.,, 1988; Millward ‘and Parker,

1983). Furthermore, Bishop and Kay (1989:649-52) note that there is, ‘considerable
ambiguity about the relative role of competition and ownership in" promoting superior
performance’ in that performance improvement following privatisation, 'has more to do with
the nature of the industries concerned than with their ownership’. This, thérefore, raiseé the
question of whether a chaﬁge ol élcatus or the nature of the ﬁrm influences its
performance. A study of the _e-fhfects of 6%ership change on performance by Parker
(1995) reveals that major inte}:lai éhanges in an organ'isiation+ ad;pting? to cope with ihe
demands of the externzﬂ environment ’are tneéessary to increase efficiency. Despite the
conflict over whether change in oﬁmership; reaily matters iﬁ improving organisational
performance (Parker and Hartley, 1991; Dunsire, 1991), privatisation continues to be a
major economic policy of governments in many countries. Many govemmenté are

continuing to seek to privatise virtually all their major SOEs, including public utilities,

railways, ports, and airlines that were formerly classed as ‘strategic’ (Kiker1 et al., 1992).

In Britain, privatisation was first introduced in the late 1970s. The purpose was three-
fold: to expose public enterprises to“the discipline of market competition; to create a
share-owning democracy with the sale of shares in the enterprises; and to reduce the
government borrowing requirements in order to lower taxation (Cairncross, 1992). The
Malaysian Government adoption of privatisation initiatives began in the early 1980s as an

effort to accelerate the country’s economic growth through the participation ‘of the private

sector. Since then, there has been an accelerating trend towards privatisation. This
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phenomenon, was observed in many countries by Kikeri et al., (1992);

“Governments around the world are privatising state-owned enterprises in an effort
to improve their efficiency and lessen the financial burden they often represent for

taxpayers” (1992:13). . .

It is further noted by Emst and Young (1994) that.since 1980, "more than 10,000 state-

owned enterprises (SOEs) in over 100 countries_have been privatised, not including the literally

hundreds of thousands of small shops, service businesses, and farms that have been taken over

by private owners", with privatisation being regarded by many governments as, "a way in
which to jump-start many nation's stalled economies" (1994:12).
The view that privatisation can reinforce economic growth has been most appealing to

developing countries. As Hanke (1987) writes;

"privatisation can be the right step at the right time to liberate the economies of
developing countries from the slow growth or stagnation that has plagued so many

of them for so long" (1987:18).
However, Cook and Kirkpatrick (1995) caution that governments should not regard
privatisation as a panacea for major structural imbalances and economic malaise,
although it may help the move towards economic. liberalisation. Many critics argue that
exaggerated expectations of privatisation have, in fact, diverted governments’ efforts
away from alternative measures such as public reforms ( Jomo, 1995a; Heald, 1983;
Letwin, 1988). Jomo (19952a), for example, questions whether privatisation was the only
method able to overcome the current inefficiencies in Malaysian SOEs which he sees as
being primarily due to the nature, interests and abilities. of those in charge r§ther than any
fundamental organisational factors. Wiltshire (1987), on the other hand, argues that
public enterprises could be as efficient as private ones if they were subject to more

competition and less political constraint. Studies of privatisation have claimed that the
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preference for privatisation came-from past experience of public sector reforms that have
provided evidence that such reforms were much more difficult to implement than

privatisation (World Bank, 1992; Galal, 1991). Privatisation initiatives remain a major
strategy for many governments in revitalising their SOE’s performance and reviving the
economy. In order to understand why privatisation has increasingly been put into

practice and attracted many governments, it is necessary to examine the concept in more

detail.

3.5 The Privatisation Concept

A review of the concept of privatisation reveals a variety of definitions (see Adam ef al,,
1992; Bos, 1991; Vickers and Yarrow, 1988; Cook and Kirkpatrick, 1988; Swann, 1988;
Hanke, 1987; Savas, 1987; Kay et al., 1986; Pirie, 1985). 'These range from transferring
entitlement and increasing efficiency to reducing government interference to promote
economic growth. The most common definition refers to privatisation as the transfer of
ownership from the 'public' sector to the ‘private’ sector (Ernst and Young, 1994; Bos,
1991; Hanke, 1987). It is misleading, however, to perceive privatisation as the complete
withdrawal of state invol?ement or as a laissez faire approach since politically,

government intervention is still high on the agenda. Chapman (1990) asserts;

"Many imagined that by privatising the nationalised industries the Government was
abdicating control of them, and abandoning them to market forces. This was far from
the case. Each privatisation was accompanied by the introduction of a new
regulatory apparatus. And, in many instances, the Government retained total control

with its ownership of a golden share" (1990:116).
The change of ownership does not mean the total abandonment of government control.

Rather, alternative means of influencing the newly-privatised organisations are
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established, for instance, in the form of a regulatory body to ensure that regulations are

applied.

In defining privatisation, several writers see it as having three different but interrelated
levels, viz., denationalisation - complete sale of public sector assets or joint-ventures;
deregulation or liberalisation - the opening of state activities to private sector
competition; and tendering or franchising - the contracting out of public provision to
private firms (Cook and Kirkpatrick, 1988; Kay et al.,, 1986). From another perspective,
Pirie ,(1985) notes that the idea of privatisation invc;lves transferring the production of
goods and services from the public sector to the private sector. To him, this approach
means having to operate privately that which was done publicly, and recognising that the
regulation which the market imposes on economic activity is superior to any regulation

through political activity or the legal system.

The definition of privatisation also tends to vary according to where it is being
implemented. Hanke (1987) observed that in countries like Britain, France and most
developing nations, the term privatisation refers to the transfer of assets and service
functions from public to private hands in which activities range from selling state-owned
enterprises to contracting out public services with private contractors. In the United
States, however, where only a few economic sectors are government owned, privatisation

tended to be limited to contracting out of public services.

Letwin (1988) argues that privatisation is much easier to describe than to define. It

involves more than one authority, has to undergo various processes and options, involves
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the setting of different objectives and is supported by different rationales in different
situations. However, he notes one similarity shared by most approaches, to reshape
economic pel:forrnance for more effecti';fe and efficient ;‘efums. These definit%ons centre
around the effects of privatisation. Ramanadham (19895 notes that the term privatisation
is often used to convey atvariety of ideas. It covers a wide range of possibilities, not
merely 1n the strﬁctural sense of who owns the eﬁterprise, but in the substantive sense of
how far the operations of an enterprise are brought within &e discipiiﬁe of market forces,
ranging from denationalisation to market discipline. Thus, there is no one term to

precisely and comprehensively capture the meaning of privatisation.

Despite variances in the definitions (e.g. Adam et al., 1992; Kikeri ef al., 1992; Vickers
and Yarrow, 1988; Kay ef al., 1986; Beesley and Littlechild, 1983) privatisation is in this
study taken to mean the transferring ownership by sale from that of the public sector to
private investors with the intention of stimulating economic efficiency by increasing
competition in the market place, thus, ultimately improving business performance. In
discussing the national effects of privatisation, most writers acknowledge that the concept
of privatisation is closely related to the issue of economic restructuring (see Kikerni et al.,
1992; Adam et al., 1992; Vickers and Yarrow, 1988; Cook and Kirkpatrick, 1988; Hanke,
1987; Beesley and Littlechild, 1983; Heald and Steel, 1982). For example, Kikeri et al.,

(1992) argue that;

"orivatisation, when correctly conceived and implemented, fosters efficiency,
encourages investment and thus new growth and employment, frees public

resources for infrastructure and social programs” (1992:13).

In other words, privatisation 1s regarded as a way to channel public resources to a more

61



beneficial usage which eventually leads to national economic efficiency for society.

The notion that change in ownership can lead to gains in efficiency remains problematic.
Cook and Kirkpa'trick (1995) have concluded that what emerges from the debate on
performance and ownership is that efficiency gains are more likely to result from an
increase in market competition than from a change in ownership. Their argument is
supported by another study which stresses the importance of competition over ownership
(Millward and Parker, 1983). Conversely, there is a growing evidence that changes in
ownership do improve performance (Kikeri ef al., 1992; World Bank, 1992; Hutchinson,
1991). In a study comparing performance between privately-owned and government-
owned firms in the UK, Hutchinson (1991) concluded that pi‘ivatisation of public
enterprises gave. rise to higher levels of profits through a positive effect on the
profitability performance of the affected firms. This suggests that a change in status does
tend to improve performance. There is another view however, which argues that, while a
change from public to private ownership may be necessary.to yield improvement in
economic performance, this is more likely to be achieved providing the transter of
activities from the public to the private sector accompanied by increasing market
competition (Vickers and Yarrow, 1991; Haskel and Szymanski, 1991; Cook and
Kirkpatrick, 1988). They contend that improvemént in economic performance can be
achjevedh only when privatisation leads to the newly-privatised enterprises Béing
subjected to greater market forces than was the case under public ownership. Further,
even if changes in ownership are accompanied by market competition, this 1s not enough

for performance improvement to take place if it 1s not followed by changes in
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management. Therefore, it is suggested here that changes in management practices are

essential following a change in ownership status.

This argument 1s supported by many analysts (e.g. Kikeri et al., 1992; Bos, 1991; Parker
and Hartley, 1991) who show that privatisation accompanied by change in management
has led to an increase in efficiency. It can be concluded that unless change in ownership
is accompanied by increased openness to market forces and changes in management, the
probability of improved performance will not be fully realised. "This study therefore

converges to the view of Parker and Hartley (1991) that; -+ .-

“privatisation will produce the greatest efficiency gains where competition replaces
public sector monopoly, the management is changed for better and their
employment contracts offer incentives to improve organisational performance”

(1991:124),

The above argument is based on the assmﬁption that private sector organisations are
maﬁéged differently from those in the public sector. ‘It also assumes that, while the
public sector suffers from political intervention in decision-making which creates
constraints for gfovs}th, pri+v1atis'ing the enterprise should virtually eliminate political
interference In management decision-making, ‘th*us giving f;'eédom for 1nnovative

managerial thinking to utilize opportunities for organisational growth.

3.5.1 Political Reasons for Introducing Privatisation

Perhaps, the one fundamental element that has brought about increasing enthusiasm for

privatisation is the impressive array of benefits 1t promises to deliver. As Pirie (1995)

notes,

"One reason why privatisation has become so significant a force in modern
economies is that it achieves many objectives simultaneously” (1995:21).
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Since ;che Congéwative Government inﬂ the UK create& ﬁe most striking exampl*e of what
privatisati;on can do, this initiative has found increésing appeal amoxalgf many nations
(Cook and Kirkpatrick, 1995; Bishop et al, 199‘4). Wiltshire (1987) contends that in
Britain, besides the publicised economic aims, there were some hidden ;;olitical
intentions; He defines the initial reason of Bri;tish pﬂ;ratiéation being= the promotion of
competition and increasing ﬁéfﬁciency. To this was added the reduction of politicai
meddling in the affairs of business enterprises and producing a transparency of decision-
rﬁaking. The Malaysian Government's effort to privatise some of the SdEs 1s aimed at
enhancing competitiveness, efficiency and productivity in-the economy, 1‘while reducing
the administrative and financial burdens on the Government and expediting the
attainment of national diétributibnal goals (Mohamad, 1991:12). Some SbEs in Malaysia
were never éeen to bé efficient 01: profitable even iﬁough they were monopolie;s. From
this situation, arguments arose that to achiéve efficiency, bureaucratic organisations had

to undergo a restructuring process as;

"the traditional values such as job security were no longer affordable in a world
dominated by chronic budget deficits and worrying public debts; and the assertion
that, anything the public sector does the private sector can do cheaper and better "

(Kouzmin et al., 1995:56).

Ernst and Young (1994), in discussing the reasons for privatisation, noted, however, that

the objectives of national governments vary from 1deological justifications to pragmatic

arguments and include both. Ideological justifications stem from the belief that the
government is too large and that the private sector can operate more efficiently and

effectively than the public sector by being better able to divert money and skilled
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personnel to more important activities. * This is true in-the case of the Malaysian
Government. The most pﬁblicized aim for privatisation was to reduce the size of the
public sector which at that time was considered too large and inefficient. The pragmatic
justifications, according to Emst and Young (1994), are both economic and political.
While privatisation can be a way for politicians to gain political support by increasing the
general level of economic well-being of the country, the growing debt and financial
burden of many SOEs has forced governments to seek ways to raise capital and this has
been attempted through selling off loss-making public sectors to reduce existing
expenditure. In this context, Ernst and Young (1994) have argued that privatisation can
not only economically raise revenue to meet the nation's expectations but bring political
benefits. Similarly, Letwin (1988) argues that most privatisation initiatives come about
for a multitude of different reasons, with some being clearly linked to the pursuit of the
nations' interests while others were unstated but were distinctly political.. There is no
doubt that, of the various reasons underpinning privatisation, the most consistent theme is
that state ownership itself produces poor performance in the face of a pressuring need to
increase efficiency and productivity. In this manner, the argument surr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>