
INNOVATION MANAGEMENT AND SUSTAINABILITY
Effect of Foreign Expansion on an Engineering Firm


Executive Summary
	This report evaluates the effectiveness of Unit Birwelco’s foreign expansion into Noida, India and examines how the organisational change was made. The expansion aimed to access India’s growing oil and gas market through the establishment of a new office and manufacturing facility. However, despite the strategic opportunities presented by the venture, the expansion faced significant operational, managerial, and financial difficulties.
	The report applies Lewin’s Force Field Analysis and Lewin’s Three Step Change Model to critically assess the management of the change process. The analysis identified several driving forces behind the expansion, including growth opportunities, increased revenue potential and lower labour costs. However, these were outweighed by restraining forces such as limited market knowledge, cultural differences, high start-up costs, and employee resistance.
	The findings suggest that weaknesses occurred across all three stages of Lewin’s model. During the unfreeze stage, insufficient communication and employee consultation created uncertainty and resistance to change. During the change stage, poor coordination, inadequate employee support and financial strain contributed to operational inefficiencies and declining organisational performance. Finally, the refreeze stage was unsuccessful as the organisation failed to stabilise operations or embed the change into everyday practice.
	The report also examines the impact of the expansion on employee motivation using Herzberg’s Two-Factor Theory and Maslow’s Hierarchy of Needs. The findings indicate that poor communication, job insecurity and lack of support negatively affected morale, productivity, and employee commitment.
	Overall, the report concludes that although the expansion was strategically justified, ineffective change management, resource allocation and inadequate employee engagement significantly contributed to its failure. Recommendations are provided to improve communication, employee involvement, training and financial planning in future organisational change initiatives.
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Introduction
The Birwelco Group is a global supplier of heat exchangers, pressure vessels, and flares for both the power generation, oil and gas industries. Based in the United Kingdom, the group consists of three engineering firms, namely: Unit Birwelco, Unit Superheater Engineering Limited and Unit Engineers and Constructors. In the group, each firm operates with differing specialisms. Unit Birwelco focuses on managing projects away from site by sub-contracting other companies to manufacture products. Unit Superheater is the main design and manufacturing firm of the group as they have an on-site workshop for production and an office for engineering purposes. The final firm, Unit Engineers and Constructors specialise in installation, removals, and other site-based engineering services.
In 2022, Unit Birwelco entered a joint venture to support a foreign expansion through the establishment of a new office and manufacturing site in Noida, India . The objective of this venture was to access the developing oil and gas market in India. To achieve this, substantial financial investment was provided to the new division as start-up capital to acquire manpower, equipment and the necessary certification required to meet regulations like ASME, TEMA and PESR.
Despite the initial financial investment, the expansion encountered numerous operational, managerial, and quality control issues that limited its early success. This report critically evaluates the effectiveness of the foreign expansion and examines how the expansion was handled using Lewin’s Force Field Analysis and Lewin’s Three-Step Change model. In addition, the report will analyse the impact of the change on employees and management.
Main Findings
What is change?
As discussed by  organisational change is defined as the process of continually renewing an organisation’s direction, structure, and capabilities to serve the ever-changing needs of external and internal customers. Furthermore,  states that managing change is one of the most challenging responsibilities that an organisation can undertake. This is evident in Birwelco’s expansion into India, where there were operational, managerial, and quality control issues which limited the venture’s early success.
	The expansion undertaken by Birwelco involved a combination of strategic, cultural, structural, and operational change. Strategically, the foreign expansion represented an opportunity for growth by expanding into a new market. Structurally and operationally, it required the creation of a new manufacturing site, recruitment of a workforce and implementation of processes to meet standards such as ASME, TEMA and PESR. In addition, the expansion introduced cultural challenges associated with integrating international teams.  argues that organisational culture strongly influences employee behaviour during periods of change.
	Despite the potential benefits of expansion, the difficulties encountered suggests weaknesses in the management of the change process. states that high-quality front-end management is crucial to good project delivery indicating that insufficient planning may have been a contributing factor to the issues faced.  argues that communication breakdown is a key factor for the failure of many change efforts, while a one-size-fits-all communication approach is ineffective in cross-cultural environments.
	To bring successful change, it is vital that the forces that encourage change and the forces that resist it are balanced. Lewin’s force field analysis is an appropriate model for evaluating the factors that supported the expansion and the barriers that cause issues.
Lewin’s force field analysis
Lewin’s force field analysis is a change management tool used to examine the factors that support or resist the organisational change. Developed by , the model suggests that change occurs when the driving forces outweigh the restraining forces. Driving forces encourage movement towards change, while restraining forces focus on maintaining the status quo.
Driving Forces
	Key driving forces behind the expansion included access to India’s growing industrial market, increased revenue opportunities, lower labour costs and closer proximity to Asian customers.
Resisting Forces
The restraining forces to the foreign expansion included high set up costs, limited local market knowledge, cultural differences, job uncertainty, need for operation process integration and complex legal and regulatory requirements.
Although the driving forces made the expansion attractive to the directors, Lewin’s model suggests that management should have reduced the key restraining forces before proceeding with the expansion. In particular, the high investment cost, limited local market knowledge and cultural integration risks required stronger planning and thought. The failure to adequately address these issues could have reduced the likelihood of successful implementation. 
While Lewin’s force field analysis identifies the factors of the reasoning behind the expansions, Lewin’s three step change model can help provide a useful framework for explaining how the change could have been managed better.
Lewin’s three step change model
 proposed that a successful organisational change occurs through three stages: Unfreeze, Change and Refreeze. Although, it has been criticised for oversimplifying complex organisational change processes. In support of this,  argues that modern organisations operate in fluid and unpredictable environments, which makes linear models of change more difficult to apply in practice. However, despite these criticisms, Lewin’s model is still useful for analysing planned organisational change and identifying the weaknesses and strengths in the management process. Applying this model to Birwelco’s expansion into India, can help to highlight the weaknesses and strengths in the management of the process.
Unfreeze
	The unfreezing stage involves recognising the need for change. According to Lewin, management is required to prepare employees for change by communicating the reasons for expansion and creating urgency and reducing resistance. In Birwelco’s case, effective unfreezing required more than just recognising the opportunity, it also involves internal preparations. The difficulties experienced would suggest that this preparatory phase was not sufficiently developed. Stronger consultation with staff may have reduced uncertainty regarding job security and operational restructuring allowing them to be ready for the change. This is vital as change is shaped by employees’ shared belief in their combined ability to implement change . Additionally, organisational readiness and employee belief are essential for reducing resistance .
One key resistance that management faced once they had introduced the change, was from the employees. Due to the expansion of the group, there were mounting fears among staff that to decrease labour costs, the company was deciding to move all engineering and manufacturing to India. The main fear among staff was that the expansion was a precursor to downsizing operations in the UK in search of greater profit abroad, thus leading to layoffs or redundancy. This had a negative psychological impact on the employees, where productivity decreased. This reaction highlights the importance of effective communication during this stage, as in Birwelco’s case, a lack of transparency resulted in misinformation and negative assumptions among staff. Thereby, weakening the effectiveness of the unfreezing process and contributing to the internal challenges faced later.
The weaknesses in preparation reduced the organisation’s readiness for change and contributed to the difficulties experienced during the change phase.
Change
	As a result of an ineffective unfreezing stage, the implementation of change proved particularly challenging. The change stage involves the implementation of new processes, structures, and behaviours that are required to achieve the desired outcome. In Birwelco’s case, following an unsuccessful unfreezing stage, management was required to establish a new operations base in Noida while simultaneously managing the existing UK operations. This created significant complications with coordination and resource allocation (both financial and personnel). Resulting in operational inefficiencies that the organisation could not sustain with the financial constraints they were under following the start-up capital spent.
Effective change implementation also requires training for all employees so that they can adapt to change. Furthermore, effective leadership from management is vital to guide employees towards a positive attitude for the change. However, the need for new processes and workforce integration suggests that existing employees may not have been sufficiently supported throughout the transition. Without structured training programmes or clear guidance and leadership, employees going through change may face role ambiguity and uncertainty leading to reduced confidence in their roles, impacted job efficiency, and psychological strain  . 
	The financial strain experienced during the implementation phase further illustrates the weaknesses demonstrated in the management of the change process. Cash flow difficulties within the group led to an inability to pay suppliers for the material and services used during jobs. This then led to a substantial decline in reputation with both suppliers and customers as Birwelco were no longer able to meet deadlines set by customers. This combined with job insecurity led many engineers to leave the company as prolonged uncertainty during change can contribute to change fatigue and employee disengagement .
	Overall, weaknesses in employee support and leadership during the change stage drastically undermined the implementation process. Which contributed to the subsequent operational disruption and financial instability, resulting in the failure of the expansion.
Refreeze
	The refreezing stage involves stabilising the organisation following the implementation of the change and ensuring that new structures and behaviours are embedded into everyday operations. This stage is essential for maintaining long term success and making sure that all growth is sustainable going forward as it reinforces the change and prevents the organisation from reverting to previous practices . Consequently, the failure to effectively manage the change stage prevented the organisation from successfully stabilising operations. 
	In the case of Birwelco’s expansion into India, the refreezing stage was not successfully achieved. The operational inefficiencies and financial strain experienced during the change stage prevented the organisation from stabilising its new structure. Instead of solidifying the change into its normal operations, Birwelco faced declining performance and reduced organisational cohesion.
	The financial difficulties experienced, including an inability to meet supplier payments and fulfil customer deadlines, further weakened the organisation’s position. The instability irreparably damaged relationships with key stakeholders and reduced confidence in the organisation’s ability to operate effectively. As a result, the change failed to be embedded, and the organisation was unable to transition into a stable operating state.
Ultimately, failures across all three stages contributed to the takeover and sale of two divisions within the Birwelco Group. This conclusion to the change demonstrates that the failure of the expansion was not due to a single issue, but rather a breakdown across all three stages of Lewin’s change model.
Motivation and Employee Response to Change
	While Lewin’s Model highlights weaknesses in how the change was managed, it is also important to consider how the change impacted employee motivation, behaviour and why they acted the way they did.  argue that management style and employee involvement significantly influence motivation and organisational behaviour.
	Employee motivation plays a critical role in determining the success of organisational change, particularly during periods of uncertainty and disruption. To better understand the employees’ reactions to Birwelco’s expansion into India, the theories of Frederick Herzberg and Abraham Maslow provide valuable insight in both the causes of dissatisfaction and the behavioural responses observed.
Herzberg’s Two Factor theory distinguishes between hygiene factors such as job security and working conditions, and motivators such as recognition and personal growth . In Birwelco’s case key hygiene factors were neglected during the expansion. Poor communication and a lack of transparency created widespread job insecurity, particularly due to fears that all operations would be relocated to India. According to Herzberg, the absence of hygiene factors leads to dissatisfaction rather than motivation. This is evident in declining morale, increased stress, reduced productivity and some engineers leaving the company altogether. Furthermore, there is little evidence that motivators were actively promoted, as employees were not sufficiently recognised, involved or supported during the transition, limiting their engagement with the change. 
	This response can be further understood through Maslow’s Hierarchy of Needs, which suggests that lower-level needs must be met before higher-level motivation can occur . In this case, employee’s safety needs were threatened due to concerns over job security and organisational stability. As a result, employees were unable to focus on higher-level needs such as achievement or self-development, instead prioritising job preservation. This explains the resistance towards the change and the reduced commitment observed.
Overall, the failure to effectively address employee motivation during the expansion contributed to low morale and increased turnover. Highlighting that alongside effective planning and implementation, careful management of existing employees is necessary to a successful organisational change.
Good Practice vs Areas for Improvement
	Unit Birwelco’s expansion into India demonstrated several elements of good practice. The decision to expand internationally was justified with a clear strategy behind it, as it provided access to a growing industrial market and opportunities for increase revenue. In addition, management showed initiative and ambition by acting on the growth opportunities presented to them, rather than remaining static.
	However, it was evident that there were significant areas for improvement in the change process. For example, communication with employees was limited throughout the whole change process, resulting in job uncertainties and negative assumptions about their future with the company. argues that communication transparency during organisational change is strongly linked to employee trust and commitment. In line with this, there was an increase in resistance towards the change which reduced morale and productivity. Furthermore, there was insufficient consultation prior to the implementation phase meaning that key concerns were not addressed. Training and support for employees during the transition were also lacking, leaving employees uncertain how this new venture was going to fit in with current operations.
	Overall, while the strategic intent was sound, weaknesses in communication and planning undermined the effectiveness of the expansion.
Recommendations
	Based on the analysis, several recommendations can be made to improve the management of future organisational change initiatives. Firstly, a more structured approach to expansion should have been adopted. Rather than implementing large-scale change across multiple locations simultaneously, a gradual rollout would have allowed the organisation to better manage financial risk and operational complexity. 
	Secondly, communication strategies should have been significantly improved. Clear and consistent communication with employees would have reduced uncertainty and minimised resistance to change. Involving employees in the change process would have increased engagement and trust in management.
	In addition, greater investment in employee training and support is essential during periods of change. Structured training programmes would have helped employees adapt to new processes and reduced role ambiguity.
	Finally, stronger financial planning and resource management should have been implemented to ensure sufficient cash flow throughout the transition. This would have reduced overall operational disruption, protected supplier and customer relationships, while improving the sustainability of the expansion.
Conclusion
	This report has evaluated Birwelco’s failed expansion into India using Kurt Lewins’s change models and key motivation theories. Although the expansion was strategically justified, failures across all stages of the change process led to its unsuccessful outcome. Ineffective preparation, poor implementation and an inability to stabilise operations were intensified by low morale which was driven by job insecurity and a lack of support. 
 argues that organisational change initiatives often fail due to weaknesses in implementation and leadership. Ultimately, the case demonstrates that successful organisational change requires not only effective planning and execution, but also careful management of employee needs and engagement.
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