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[bookmark: _Toc190316556]Abstract

Broker Dealer investment banks that are in the bulge bracket category are typically large organisations with complex organisational structures. To manage the inherent complexity most organisations have traditionally gone with a formal centralised structures that are mechanistic in nature.
The investments firms face a large challenge to reduce settlement fails which currently cost the industry over a trillion dollars in fines alone, this is disregarding the operational cost implications for the market participants.
New settlement regulations introduced in by US regulators are forcing organisations to settle trades one day after they have been executed. This places enormous challenges on organisations, and whilst the industry was aware of the incoming regulations participants were not completely ready; Okan Pekin of Citi was quoted “Our research shows that the rapidly accelerating move to T+1 in major markets poses significant challenges to industry participants, leaving an urgent need to drive innovation, automation and efficiencies in global operating models”.
The literature review has corroborated the above by showing the need for organisations to review their structure to create more agile organisations that can adapt quickly. The report further discusses the types of strategic models and the change management programs to implement changes within an organisation, whilst there are a variety of options there is no one size fits all particularly for large, globalised businesses.
The research conducted was mixed methodology aligned to a QUAL+qual approach with the the quantitate data perform a supporting role with the intended purpose of being complementary in nature. The qualitative interviews allowed the author to obtain a deeper insight into how the segregated structure affects the stakeholders and what the participants view were to improve the organisation efficiency with the aim of reducing settlement fails. Ten semi-structured interviews were conducted, the respondents were all from divergent functions and varying product classes, their seniority ranged from director to officer levels all with a minimum of 3 years experience in their current roles. The participants were from a bulge bank institution with global operations, the results of the report are indicative of other market participants. The qualitative data was analysed using an inductive linear sequential approach and then coded using open coding method to achieve a thematic data set.
The research found consensus that the current structure of the organisation had indeed caused a lack of cohesion between back office and middle office functions, with a lack of collaboration resulting in inefficiencies in resolving issues which contribute to the settlement fails. There was a clear isolation of knowledge and a differentiation of what the core responsibilities are. Consensus obtained showed that both improved collaboration and technology would enhance organisational efficiency and align the goals of the teams. There was no consensus that integration would be practical due to risk in control, reduction in specialisation. Whilst the results in themselves are not surprising they do give insight into the challenges change management programs will face to create a more agile organisation and change the structure of the organisation.
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[bookmark: _Toc190316557]Chapter 1: Introduction


[bookmark: _Toc190316558]Title of the research
The title of the research is Integration Vs Segregation of back and middle office functions.
[bookmark: _Toc190316559]Aim of the research
To establish whether segregation of middle office and back-office functions hinders or enhances organisational efficiency, with focus on trade execution and settlement.
[bookmark: _Toc190316560]Research Objectives
· To understand if the current model of organisational structure is the most effective or efficient.
· To identify if integration of business units would be a solution for organisations operating in the investment banking industry.
· To understand what measures could be undertaken to improve the operational performance of the organisation.
[bookmark: _Toc190316561]Research Scope
The scope of the research will be limited to a single firm within the investment banking industry, the entity in questions is one of the most influential organisations in the global financial markets and would be a fair representation of operations of other organisations participating in the financial markets. The participants of the qualitative interviews are based in the United Kingdom headquarters but handle significant volumes of transactions that encompass global regions. In total ten interviewees took part in the study.
[bookmark: _Toc190316562]Research Assumptions
The respondents participated freely and had no cause or reason to supply any information that was not valid or under any undue manipulation to skew the results. 
The results from the interviews were coded and presented in a manner that was as true to the intention of the interviewees as possible. 
The Author has attempted to present the findings informed by fact rather than any preconceived bias.
[bookmark: _Toc190316563]Research Methodology

The research methodology chosen for the dissertation is a mixed methodology. The mixed methodology will follow a convergent parallel design whereby the two data sets are collected independently, the shorthand Label would be Qual + quan to highlight that the quantitative is supplementary in nature and was intended to follow the purpose of being complementary (Schoonenboom & Johnson, 2017). The research will take the form of a case study which will allow me to develop a theory based off analysis of the the qualitative data. 

[bookmark: _Toc190316564]Research Theory

Saunders et. al (2016) break down the research assumptions into three classifications Ontology, Epistemology, and Axiology. Ontology is concerned with our assumptions on the nature of the reality we’re studying, from participants to the environment. Epistemology is the assumption on what knowledge is acceptable, valid, legitimate and distributable. Axiology are their ethics and values that researches and participants have and their role in defining and shaping the research. These three assumptions exist on a continuum between that of objectivism and subjectivism (Saunders et al, 2016), which have led to five major philosophies of business and management research. Positivism is typically concerned with accepting that what is observable is real, positivism values deductive methodologies that are free from bias and objective in nature (Saunders et al, 2016). Critical Realism is rooted in understanding that human reality is more perceived, the sensations and perceived realities rather than just facts, also know as a stratified/layered reality; resulting in a more retroductive methodology (Saunders et al, 2016). Interpretivism is focused on the human experience and ensuring that the research is focused on small samples but with depth to understand nuances, Interpretivism philosophy also understand that researches are part of the research and so subjectivity is a major factor (Saunders et al, 2016). Postmodernism is the philosophy that is concerned with deconstructing reality and understanding the influence of human constructs, languages and interpretations on creating a reality and who that reality is benefiting; often the answers are revealed in the negative spaces (Saunders et al, 2016). Pragmatism whilst probably the least interesting philosophy is concerned with finding practical solutions to situations, reality is consequential of the practical ideas that enable it (Saunders et al, 2016). 

Whilst developing a research design it is important to understand the three approaches to developing a research theory, these approaches will influence the methodologies chosen. They are namely deductive, inductive and abductive.
Deduction is the research approach used to find or corroborate causal relationships between a pre determined theory and the known or predicted results. This theory of research has characteristics of being highly structured, operationalised , reductionism and generalisation (Saunders et al, 2016). Deductive is very useful for scientific studies and usually utilises quantitative data, going from theory to data.
Induction would be the theory that seeks to identify a cause or solution to a known problem or situation. It is flexible in design and results enabling a deeper understanding of the human elements involved in situations, gathering data to create a theory (Saunders et al, 2016).

Abduction is the the utilisation of both induction and deductive theories. First a theory would need to be developed through the collection of inductive data which would be formed into a conceptual framework to be tested through deductive theory(Saunders et al, 2016). 

Research design traditionally comes in three guises, qualitative, quantitative and mixed methodology. 

Quantitative research design is typically associated with positivism but can could be interpretive if non numerical data sets are used, the research is normally deductive in order to test the theory through data (Saunders et al, 2016).
Qualitative research methodology is usually associated with interpretive philosophy and makes use of inductive and abductive research approaches (Saunders et al, 2016).
Mixed method methodology is generally associated with philosophies of realism, pragmatism and inductivism and an utilise either deductive, inductive or abductive approaches (Saunders et al, 2016). The purpose of mixed methodologies was defined by Green et al (1989) originally and whilst the list has grown the original list is still used extensively in modern literature defined below.
1.Triangulation: Seeks convergence, corroboration, correspondence of results (Schoonenboom & Johnson, 2017).
2. Complementary: Seeks elaboration, enhancement, illustration, or clarification (Schoonenboom & Johnson, 2017).
3. Development: Seeks to use the results from one study to develop and inform the other method (Schoonenboom & Johnson, 2017).
4. Initiation: Seeks the discovery of paradox and contradiction (Schoonenboom & Johnson, 2017).
5. Expansion: Seeks to expand the breadth and range of inquiry (Schoonenboom & Johnson, 2017).


A case study allows the research to take an in depth view of a specific phenomenon within a real life setting (Saunders et al, 2016). In this case it was the segregation of operational teams in a large multi corporation within the financial sector. Cast studies often use mixed methodologies, particularly researches with interpretivist views developing theory through inductive approaches (Riddler et al, 2014). The interpretative nature of this case study would be best defined as critical realist case study which would allow me to understand firsthand the experiences and knowledge of the participants (Burrel & Morgan 1979), the necessity for mixed methodology is further supported by Yin (2017) who defined the case study as an empirical inquiry that investigates a phenomena in it’s real world context using multiple sources.

Mixed methodology is not a popular choice, some studies showing that’s usage of mixed methodology research in papers was around 9.5% from 1987 to 2022 (Mavodza, J, 2022). The limited usage of mixed methodologies is quite surprising considering that according to a study by McKim (2017), quantitative results suggest that student find mixed methodology studies more valuable than those of single methodologies. Formulating a research design particularly for a business and management research project is challenging as the basis of the discipline for  business and management studies evolved through the incorporation of multiple disciplines from applied sciences to the humanities, each of these have various approaches to research methodologies (Saunders et al, 2016).

The choice to use mixed methodology is based off a number of factors. The main goal is to produce a cohesive research project. As a researcher it is important to understand the philosophies, approaches and and strategies that will define the research project but also align with the researchers beliefs (Saunders et al, 2016). This project was always intended to be pragmatic in nature and required a more inductive approach to understand the human element of segregated business units. The research around methodologies, the nature of the philosophy and approaches supported mixed methodology. Further to the research around methodologies, the case study supported the use of mixed methodology. It also aligns with study from McKim (2017) discussed above that as a researcher I felt that there was move value in a mixed methodology. The purpose of the mixed methodology define

[bookmark: _Int_tBNruAwI][bookmark: _Int_vBw2GrIR]The qualitative data was collected through ten one-on-one semi structure interviews with the stakeholders of the organisation, the participants were divided equally between back office and middle office functions. Interviews are regarded as one of the best methods of obtaining data to understand operations and outcomes of the mechanism upon which they are designed (Wang, 2021).The semi structured interviews used open ended questions with additional question designed to keep conversation in required direction and to dive deeper into the subject, the question design was loosely based on the responsive interviewing model designed by Rubin & Rubin (2011). Interviews were transcribed within a 24 hour time frame to ensure that the data retained its integrity.
[bookmark: _Int_2yhYVDqj]The quantitative research part of the mixed methodology is empirical data of settlement failures from both propriety sources and public studies used to be complementary both to support  the necessity of the change and support findings that the current silo structure of the middle office and back-office function is inefficient. The report is cognisant of the fact that whilst there is possibility that the empirical data may appear to bolster the study, there is the risk that the statistics may add no true value (Maxwell, 2012), however the report will use the qualitative data to provide context to the validity that change is required (Maxwell, 2018). In our finding the quantitative ended up performing both the purpose of being complementary by showing demonstrating that there is a need to address a problem it also performed the purpose of initiation showing a paradoxical relationship between the need for change and the willingness of participants to recognise or want to change.
The transcripts of the interviews were organised into codes, this is particularly useful to help the researcher reveal the themes and pattern that emerge (Berthet, 2023). The data was coded using open coding which were organised into categories and then dissected into themes. The themes are intended to provide the researcher with trends that are recurring and relevant to the data captured and transcribed (Newington, 2014). This thematic coding approach is typical of grounded theory and used by many phenomenologists (Gibbs, 2018). The researcher tried to code without any preconceived priori however no researcher is free from from influence, pre- existing theoretical foundations will always influence due to the cognitive awareness of the theories and how they affect the researchers thinking (Berthet, 2023).
Ten semi-structured interviews were conducted, the respondents were all from divergent functions and varying product classes covering fixed income, structured notes and both vanilla and derivative equities. The population subsection is consistent with clustered sampling whereby groups who interact are bundled together and then all data is included in the study to ensure that the data is representative of the entire population that would be affected by the research (Creswell, 2018). Their seniority ranged from director to officer levels all with a minimum of 3 years experience in their current roles. There was also an equal split along gender lines. The participants were from a bulge bank institution with global operations whose operations are closely aligned with other market participants. 

[bookmark: _Toc190316565]Background of the Research

The current global climate is in a state of constant flux in part due the to the so called fourth Industrial Revolution which is forcing organisations to find better ways to be more flexible and agile (Francis, 2001).
Holbein defined organisational agility as the organisations capacity to respond, adapt quickly and thrive in the changing global environment (Holbech, 2018).
A large factor for an organisation to achieve agility and organisational efficiency is to have an organisation structure that produces staff who are fully engaged and are committed to meeting the organisation goals through customer focus, accountability and the desire to seek organisational efficiency through creation and innovation of business units, systems and teamwork (Holbeche, 2018).
An organisation who lacks organisation efficiency, it is often down to a lack of motivation, management techniques and less to do with the skills that the employees possess (Chong, 2004).

[bookmark: _Toc190316566]Personal Motivation
I work in the field of finance and am intrigued by the opportunity to explore ways in which we can improve efficiency, create an engaged and motivated work force. Ultimately, I hope to learn and when the time arises that my decisions will be clearer and more rounded based upon research conducted.

[bookmark: _Toc190316567]Disclaimer
The research of this paper was only conducted after receiving the appropriate approvals from the research supervisor upon submission of the research proposal. All work undertaken is written only by the author and any use of other source material has been appropriately referenced. All participants in the qualitative research have authorised and signed consent forms for the usage of the data collected. Utmost care has been taken to ensure that all personal information regarding the organisation and participants has remained anonymous.
Whilst the intention is to create a useful case study, the information contained is not exhaustive and thus is not suitable to be used as a definitive motivation for any changes or strategic decisions. The report is created for the sole purpose of academic research and use of said dissertation should not be used or distributed without proper approval from both the research supervisor and the author.
[bookmark: _Toc190316568]Chapter 2: Literature Review

[bookmark: _Toc190316569]An Overview of the Investment banking Industry
In order to focus this study we need to understand the industry. The basic definition of an investment bank is an organisation that connects investors to corporations that require capital.
These investment banks are typically divided into three categories which are then sub divided further. The three categories are Boutique Banks, Middle Markets Banks and Bulge Bracket Banks (Investopedia, 2024).
Boutique banks can be divided into two subcategories of elite and regional with the true differences coming from the size and scope of the services offered. These banks would not offer full-service banking and would be more focused on asset management and merger and acquisitions (Investopedia, 2024).
Middle Market Banks would generally offer full-service banking including but not limited to access to equity and debt capital markets, restructuring, merger and acquisitions and asset management. The difference between a middle market bank is the size and scope of the deals they handle and their access to capital markets (Investopedia, 2024).
Bulge Bracket Banks are the largest banks globally, typically they would have both regional and international footprints. These are the organisations that have the greatest impact on the global financial system. They have access to large amounts of capital through both debt and capital markets and the largest access to the different markets around the world. They typically handle the business of the largest corporates in the world and structure the largest deals which is why they would have the biggest impact on global finance (Investopedia, 2024).
All three of these types of investment banks can then be broken down further into another three subcategories namely broker-dealers, advisory and currency operations. Broker-dealers connect buyers and sellers of securities through a number of different products offerings, the larger the organisation the greater the number of offerings. Advisory investment banks would typically offer advice on deal structuring, IPO’s and risk management of portfolios. Currency operations involve access to currency markets and providing clients the international investment and exchange rate management. The larger organisations would typically offer all three of these subcategories (Britannica Money). This study will focus on bulge banks. Bulge banks would generally offer all three subcategory services in separate divisions.
The top 10 bulge banks in the world by market capitalisation are JP Morgan, Bank of America, Morgan Stanley, Goldman Sachs, Citigroup, HSBC, BNP Paribas, UBS, Barclays and Societe Generale. The top five positions are dominated by the American banks and it would be argued that they would have the largest influence over the global. The largest of the American bulge banks here is JP Morgan with a market cap of close to 500 billion dollars which is greater than the combined market cap of all five non-US bulge banks on this list (Leland, 2024). This information although not particularly useful for this report put into context the reason why global regulations typically follow the United States regulations which will have an impact on the outcomes of this report and secondly the data collected will be largely influenced by the American entities purely based on the fact that they would execute the largest volume of trades.

[bookmark: _Toc190316570]Trade Life Cycles.

The trading of securities usually follow’s four phases which have been defined by Knieps (2006). The first is the information or research phase of their investment whereby investors assess and analyse market data in order to make the decisions on what securities to purchase and what risk strategies they need to implement. The second phase of the investment cycles would be the execution or placement of orders, the methods of placement depend largely on products traded, platforms available and the complexity of the strategy. The third phase of the trade cycle is the physical trading of the securities which would determine the market prices and volumes and may impact the above cycles. The final stage is the post race cycle, this stage is where money is exchanged for delivery of stock, premiums are paid for positions held, reporting of trades to regulators, confirmation of trade details is signed and agreed and collateral posted on trades. The majority of literature regarding trades and markets has predominantly been focused on the first three stages of the trade lifecycle as this is where the markets economic data is derived from and is the focus of most investors and investment firms (Asmar, M, 2022). However, the post settlement cycle is crucial to market efficiency and plays an important role in the success of investment banks.

In terms of the post trade lifecycle this report will specifically focus on the settlement of trades whether it is the payment versus a delivery of stock or the premiums paid on holding positions in the market. The effects of having delayed settlements have a major impact on the ability of the market to operate efficiently and the organisations within need to navigate this within the rules of the regulations. 

Trade settlement failures create a variety of problems (Asmar, 2022).
· The underlying asset value of the securities is artificially manipulated as phantom shares exist within the market to cover shortfalls which are created by a variety of mechanisms.
· The capital tied up whilst waiting for settlement affects an organisation's ability to use that capital effectively or in any beneficial manner.
· The corporate governance of the voting rights attached to the shares is effectively undermined and this creates a regulatory headache as the voting rights of the shareholders is an underpinning pillar of how companies operate.
· Investors face increased risk on the back of delayed settlements whether it being from volatility in share prices or credit risks on debt structures.
· Lastly there is an opportunity cost that whilst investors wait for settlements they cannot execute on other opportunities within the market.

In data published by the European regulator show that settlement failures in Europe were at 6% for year ending 2022 (Deutche Bank, 2023). In the US for the same period Settlement failures ended at 5% with a high of 8% in March of 2022 (Liberty Street Economics, 2023). Whilst it is hard to understand the true costs of the fails in terms of real-world value as it is largely dependent on the parameters of varying costs, opportunities and would be security and organisation specific. Penalties alone have cost industry close to 1 trillion dollars over the last decade as reported by Trade News, 2024.

[bookmark: _Toc190316571]Regulations of Investment Banking
In the United States there are two main bodies that are used to regulate the securities market in which investment banks operate. The SEC (Securities and exchange commission) and the CFTC (Commodity futures trading commission). The SEC and CFTC are tasks with ensuring that markets operate efficiently and fairly with the intent to protect the public and investors (Congressional research services, 2023)
In the United Kingdom the main regulator is the Financial Conduct Authority (FCA) and in Europe there is the European Securities and Markets Authority (ESMA). Each individual European countries do have their own rules, ESMA was setup to find a more cohesive solution which would allow better synergy between European member states, cleaner understanding of regulations that make it easier for different companies to trade whilst copying with the regulations that govern the domiciled entities. All major countries around the world would have similar regulatory bodies but for the purpose of this study I will only be focusing on US, UK and European Regulators.
These regulators are constantly reviewing and amending regulations in order to rectify and improve market operating conditions. These regulations need to be realistic in their implementation and require engagement from the industry players. As per the previous section on post trade settlement cycles the below regulation looks to address some of the post settlement delays and failures to mitigate market inefficiencies.
On May the 28th, 2024 a new rule came into affect that has enforced t+1 settlement cycles for US securities. This effectively means that majority of US traded securities must settle the day after the transaction was executed. The previous standard was a two-day settlement cycle (SEC, 2024), this was three days prior to the 2008 financial crash. The European regulators and the United Kingdom have both released papers and are conducting due diligence to either follow the new SEC regulation or try aim for a T0 settlement cycle (ECB, 2023).
This new settlement cycle poses significant risks for organisations participating in the market. Regulators impose charges and fines on organisations that fail to adhere to the regulations as mentioned in the previous trade life cycle sections. Further there is also reputational risk as failures and fines are publicised widely by the regulators once they have completed investigations and imposed the necessary fines, sanctions and orders for remediating any operational failures.
Now more than ever there is a need for organisations to address their corporate structure in order to have the most efficient and effective operating models as possible.

[bookmark: _Toc190316572]Organisational Setup

[bookmark: _Toc190316573]Organisational Design
Organisational design is summarised as an organisation's ability to coordinate it’s activities in a way that enables an organisation to deliver on it goals as effectively as possible whilst still being able to manage structural changes (CIPD, 2018).
Three key issues prevail in analysing the organisational design of a business, high vs low formality, differentiations vs integration and decentralisation vs centralisation (Torrington, 2020) 
· High vs low formality is the primarily concerned with how the procedures of an organisation are implemented. In general, larger organisations would have more formal procedural structures as speed of communication is far more difficult than smaller organisations. It is important for organisations to manage the formality in way that that empowers employees to act in order to achieve the business goals (Torrington, 2020).
· Differentiation is the idea of segregating specialised functions into strict business units and then coordinating those activities in a manner that is the most efficient to achieve the organisational goals. This’d is applied to varying degrees dependant on the specialisation and consistency of the role. The less specialisation and consistency of the role will result in less segregation of business units (Torrington, 2020).
· Centralisation and decentralisation are concerned with how decisions and authority are distributed within organisations. Centralisation is the more traditional method of controlling decision making, as the name suggests the decisions generally come from central or top-down organisational designs. There has been an increased movement towards decentralisation over that last few decades as a reaction to the need of being more agile and flexible (Torrington, 2020).
Curado (2006) defined two styles of organisations as Organic and Mechanistic. These types of organisations use the elements above in diverse ways. Organic organisations are typically less formalised and use extraordinarily complex integration methods, the decision making is more delegated. Mechanistic organisations follow more traditional central controls and have less integration. 

[bookmark: _Toc190316574]Organisational Structures
The form or structure that an organisation can adopt, vary drastically from entity to entity, this depends on a variety of factors to the type of business being conducted, size and the inherent tasks and responsibilities, thus it is concluded that there is no one structure that is perfectly suited to any one organisation. Whilst there are a huge variety of organisational structure, they are typically classified into three broad categories namely entrepreneurial, bureaucratic and matrix. (Torrington, 2020). 
· The entrepreneurial form is designed similar to how a spider web would appear, small central sphere of power which dictates how the rest of the web behaves. This. Design is suited to smaller business or start ups, as business grow the sphere of power cannot cope with the direct demand for input and becomes overwhelmed, the business would normally undergo a change in organisational structure at this point. Similarly, if the sphere of power is replaced the ideas and management style may not be a good fit and it may require a structural change in the design (Torrington, 2020).
· The bureaucratic form would often be considered the evolution. Of the entrepreneurial organisational structure. Its focus is on the distribution of power, creating hierarchy structures that are more complex than the centralised entrepreneurial form. They tend to be mechanistic in nature, focusing on specialisation of skills and streamlining the processes, whether this be by operational functions, geography or product lines. In design they would traditionally be the typical structure for large organisations with a top-down layered hierarchy. The downside to this type of structure is the ack of flexibility, making the organisation slow to deal with volatility or changes within the industry in which the organisation would operate. There is a lot of work that has and is being done to address this lack of flexibility (Torrington, 2020).
· The matrix form is often seen as organic in nature on focuses on combining hierarchical and functional design. This allows employees within functional groups to shoulder responsibility and deploy their skills with less bureaucracy (Torrington, 2020).
Whilst these three forms provide some framework in identifying structures, the reality is that organisations may have a variety of structures and designs deployed throughout the organisation dependant on the needs of the business.
The CIPD (2023) fact sheet suggest that that organisations start looking some new contemporary organisational designs. The aims of the the highlighted models below are to allow organisations to become more agile and respond to change in the most effective way possible.
· Holonic enterprise model: This model is designed around the autonomous employees who are well co ordinated.
· MCMIllan’s Factal web: This model focus on creating organisations that replicate organisms that learn, grow and adapt to change which will enable the organisation to continually react to environmental changes.
· Ken Weber’s AQAL model: Uses the science of developmental psychology to explore and understand both collective and individual aspects in context to both internal and external environments.
A study done on the experimentation and design of structure was done comparing functional organisation structures to multi divisional structures. The Multi divisional structures favour allocation of resources in the most cost-effective manner whilst functional design tends to focus more on control of functional units. Whilst both structures are viable and have advantages and disadvantages the key task away on this particular study was that no matter the design or the size of the organisation, communication and coordination are key to the efficiency of an (Burton. 2018).

[bookmark: _Toc190316575]Agile Organisations
The agile organisation is not a new development, there have been calls for organisations to adapt to changes for decades, what has changed is the speed and variety of changes that are taking place (Burton, 2018). Defining agility within the organisational context has evolved over the years as more research comes into focus. Brown (1982) defined agility as the “organisations ability to react quickly to rapidly changing circumstances”. Doz (2020) defined the organisations agility as “the ability to exploit or create to one’s advantages changing patterns of resource deployment in a thoughtful and purposeful bout also fast and nimble way rather than remain hostage to stable pre-set plans and existing business models”. Whilst these definitions are not exhaustive, they do show an evolution from defining agility as a theory to defining agility as a necessity for action or strategy in order for organisations to be successful in the contemporary business environment. 
In order to be agile an organisation needs to focus on the ability to be proactive and reactive to the business conditions it operates in (Zaccaro, 2024). 
Endsleys model (2015) of situational awareness provides three processes.
· Detection of changing situational elements.
· Sense making and comprehension of the changes.
· Forecasting the implications of the changes.
Organisational agility and the reaction to changes in the operating environment of are dependent on both structure/ design of the organisation as well as the management and leadership of the organisation. Management needs to be flexible in their patterns of thought and be cognisant of any system bias they may have so that they may be open to switching to different frameworks and models as suited (Zaccaro, 2024). 
The speed in which organisations react to environmental changes is critical to competitive advantage (Youssef, 1992). The ability of organisations to react quickly is often hampered by the balance of centralised and decentralised decision making. Decentralised decision making often results in faster localised changes executed with greater efficiency, but they also tend to retain resources at the expense of other business units which is why their needs to be a balance and a greater understanding of the interdependency of different business units and centralised power to make large strategic decisions (Doz, 2020).
Anticipatory organisations need to have a framework that allows them to perceive opportunities and threats on a longer time frame than reactive agility. This requires organisations to have a holistic view of their operations and understand the resource allocation and co ordination of all the business units (Pulakos, 2019). Having this holistic view of the organisation will allow for strategic risk management structures to be built and take precautionary measures by having the required resources available to deploy as needed. Whilst building in these additional resources can be costly if managed correctly can also enable organisations to enhance or create noncritical or novel tools that give the organisation competitive advantage (Zaccaro, 2024). Further to focusing on the internal environment of organisation being able to influence external environments aids in the ability for the organisation to anticipate changes as the organisation would be aware of and influencing the change to suit the business strengths, this can be achieved through strategic investments, mergers and acquisitions of key stakeholders (Zaccaro, 2024).

[bookmark: _Toc190316576]Change Management.

[bookmark: _Toc190316577]Change theory
Change in the context of an organisation has had many definitions over the decades of research. Most agree though that organisation change can be defined by the alteration of any status quo that impacts the stakeholders (Hughes and Ford, 2016). The alterations can have an impact on structure, processes, employees and system management which in tern will impact the efficiency or effectiveness in the way an organisation operates (Satell, 2019).
[bookmark: _Toc190316578]Why Change?
All organisations will be affected by some form of change in the market it operates in whether it be government regulations as mentioned above or consumer sentiment shifting towards greener products as a result of global climate changes.
There are six factors that have influenced the need for change in the contemporary business environment in which we operate as defined by Hayes (2018).
· Emergence of new technologies have affected every facet of every business from communication, consumer behaviours and processes.
· Globalisation has created a reliance on countries and companies as goods, services and information are interlinked across geographical borders.
· Globalisation and new technologies have influenced the way in which organisations from around the world operate increasing competition and changing the landscape of industries.
· Change processes and practices are rapidly evolving
· Speed of the change's impacts both organisations and individuals' lives.
· Complications and contradictions arise due to the complexity of the environments and markets in which organisations operate have put increased pressures on management to find solutions and balance in creating sustainable organisations.
Whilst Hayes factors are useful, they are really limited to globalisation and technology and don’t necessarily provide a framework for implementing change. Kiranne et al (2016) listed four factor that would necessitate the need for change in an organisation.
· Environment – this would be made up of the social constructs, political environments and the legal frameworks that would have a continuous affect on the organisations operations (Kiranne et al, 2016). 
· Diversification – broadly defined as the products, service and the method of delivery to consumers in reaction to supply, demand and competition (Kiranne et al, 2016).
· Technology – Any technology that impacts the way in which a business operates from communication, processes to customer engagement (Kiranne et al, 2016).
· People - In this definition of people Kiranne et al are mostly concerned with the skills required by the business in order to deliver on it’s organisational goals which will be impacted by the above factors (Kiranne et al, 2016).

[bookmark: _Toc190316579]Types of Change
There are numerous types of change that have been developed over the years. Each type of change has both practical and theoretical limitation on their designs. It is however fundamental to review and understand the theory to enable change managers to make appropriate choices (Burnes, 2017).
Planned Change is the process of approaching change in an orderly fashion from understanding the cause and desired outcome to the implementation of the change to achieve the planned result. The planned change model stems from research done by Kurt Lewin who is widely regarded as one of the founding authorities on change management (Burnes, 2017). Lewin’s planned model was designed to be the sum of four element, Field theory, Group dynamics, action research and the Three step Model.
· Field theory was influenced by Gestalt psychology and was primarily concerned with understanding the forces that influenced both individual and group behaviour. As defined by Lewin (1942) “behaviour is derived from the totality of coexisting and interdependent forces which impinge a person or group which makes up the life space or field in which behaviour takes place”. This theory and definition led to force field analysis which enables the user to understand what forces are driving change or creating resistance to change.
·  Group Dynamics as part of the planned change was the focus on what forces affected the the groups behaviour enabling an understanding of how to influence the behaviour of groups to affect change. Lewin’s work on group dynamics laid the foundation for the works of Belbin and Tuckmans well known works on defining team development and team roles. 
· Action Research is designed around two prongs. The first prong empathises that in order for their to be change action is required to direct the change. The second prong is focussed on the required analysis to ensure that the most appropriate action is taken. Action research was designed as a spiral starting with action, evaluating the action, further research which would in turn feed back into action (Burnes, 2017). The Action Theory relied on the research done in both Group Dynamics and Field Theory.
· Three Step Model was the final piece of the planned change model. The three-step model was born out of the desire to ensure that the changes implemented were permanent for the desired period. Step one known as Unfreezing is designed on the premise that in order for individuals and groups to change there is a need to influence the forces that are resistant or driving the change. Destabilising the current status quo is seen as imperative to allowing change to occur (Burnes 2017). The second Step is known as Moving. As noted by Schein (1996) the destabilising or unfreezing of the status quo is not an end itself but merely a catalyst for change to occur. The moving is in effect the action of change in whereby the desired outcome are implemented. Finally what Lewin’s defined as Freezing which is now more commonly denoted as refreezing is the period after change has occurred and allows the status-quo equilibrium to settle and become permanent. The Three step model whilst has come under increasing scrutiny of academics and change managers is still foundational, as Hendry (1996) commented “scratch any account of creating and managing change and the ideas that change is a three stage process which necessarily begins with the process of unfreezing will not be far below the surface.”
Incremental Change although planned in nature is done on a more incremental basis and is generally focused on operational improvements (Petrou et al, 2018)
Stepped Change is focused on larger changes that deviate from the trend line of an organisation. Normally associated with larger changes than those of incremental change theories (Cai et al, 2018). Stepped change again has its roots in planned change as a necessity to alter the organisation behaviour in reaction to changes in its operating environment,
Emergent Change has evolved over the past few decades to tackle the problems faced by organisation operating in a contemporary environment. Whilst not all academics who have advocated for emergent change as a dominating model offer congruent theories and structures, they do all seem to have some main characteristics that agree on Burnes, 2017).
· Organisational change is not isolated as suggested by planned change but rather the culmination of continuous adaptation of organisation to allocate it’s resources effectively. The changes that occur can often emerge as not previously planned or thought of.
· Emergent change is generally thought to be most effective when changes are small to medium and are interwoven to ultimately achieve the organisational goals.
· Change is messy and generally occurs over years of interlocking projects that arise from all areas of the organisation and markets in which it operates.
· Change is not an analytical-rational process as the changes evolve over time under influence political and cultural processes of the organisation.
· The role of managers is not to create or implement change but rather to create and foster organisational structures and cultures that allow for organisation to organically change and adapt to the environments in which they operate.
· The emergent change is facilitated through a bottom-up approach rather than the planned changes top-down approach.
Emergent change has gained much of it’s validity due to criticisms of planned approaches and the alignment with the generally accepted premise that changes in operating environments is increasing faster than ever and that organisations need to be able to respond faster than ever in order to remain competitive. However, the lack of congruence has also brought criticism, and the lack of practical applicability has led to what is now being called complexity-based emergence which has it’s roots firmly embedded in emergent theory seeks to alleviate some of the practical applicability.

[bookmark: _Toc190316580]Change Models
A variety of models have been developed over the years with the intention of providing practical application to the types of changes discussed in the previous section of this paper. Whilst models are useful in designing a change strategy for a particular organisation and are merely the foundational pillars (Badalola, 2016). In additional every organisation contains a unique blend of challenges, structures and goals, there is no one model that can fit all organisations all the time (Burnes, 2017).
Kurt Lewin’s model of change as discussed as part of his planned approach to change is the three step model. Unfreeze, change and Refreeze. As previously mentioned this model has provided a foundational state for many other models and although criticised widely is still widely used and studied. As stated previously the unfreezing is to upset the balance of the status quo to allow forces to increase the inertia towards a state of desired changes (Conrado, 2017). The change phase is the implementation of change and the goal here is to drive the process to the refreezing stage (Ling, et al, 2018). Refreezing is the final stage where changes made become cemented in the organisation, it’s in this final phase where organisations will see a return to more productivity as the changes and improvements are in-bedded (Heckman et al, 2016). It should also be noted that in order for the changed to be in-bedded within the organisation it requires the assumption of relative stability within the organisation and the environment in which it operates, in highly volatile environments this model may not be suited (Hayes, 2021).
Kotter’s 8-Step model was designed to be used as an emergent change model following criticism of the planned change model in particular Lewins three step model (Burnes, 2015). The model was designed as three phase approach. Phase one was called creating a climate of change and consisted of three steps.
· Step one is to create urgency, Kotter saw this as a vital first step as changes require buy in of many stakeholders within the organisation, by creating a sense of urgency and showing why the need for change is so urgent gets more stakeholders invested (Applebaum, et al, 2012).
· Step two is known as creating a coalition, Kotter said that no one individual can create change in a vacuum and needs a coalition of individuals in order to succeed. The coalition need to have the right mix of authority, skills , leadership and credibility (Applebaum, et al, 2012).
· Step three is to develop the vision and strategy. Kotter noted that without a clear vision and strategy the changes could fall prey to a number of incoherent projects that whilst may indeed affect change would not work together to reach the overall desired result (Applebaum, et al, 2012).
Phase two of Kotter 8-step model was called Engaging and Enabling the Organisation. This phase also consisted of three steps.
· Step four of is to communicate the change vision. Arguably one of the most important steps in any change management model is to ensure that all stakeholders are fully engaged and understand the change vision, as Kotter once said two-way communications is far more powerful than one-way communication. Numerous studies have been done that verify claims that communication is key to employee engagement and reducing obstructions (Applebaum, et al, 2012).
· Step five is to empower broad-based action; this is where we really start to see the difference between Kotter and Lewin’s approaches. This broad-based action is centred around a bottom-up approach; facilitated by removing obstacles and hierarchical impediments to the change. Empowering broad bases of the organisation to change creates a more embedded due to a shift in ownership from central to the stakeholders charged with using those changes operationally (Applebaum, et al, 2012).
· Step six is to create short term wins. There is a two-fold benefit here to the change model; by creating short term wins we reduce fatigue and keep those charged with implementing the change focused, secondly it serves as a way to assess the changes being made and allows for them to be altered if need be (Applebaum, et al, 2012).
The third and final phase is known as implementing and sustaining the change. The final phase consists of two steps.
· Consolidate gains and produce more change is step seven. This step is also quite a stark contrast from Lewin’s model in that at this phase Kotter suggests that an organisation not become complacent at this point and accept that the changes will remain permanent but rather use the change momentum to create new changes and keep the organisation evolving (Applebaum, et al, 2012).
· The final step is to anchor the new approaches in corporate culture. This step is focused on ensuring that no regression of the changes occurs and that momentum continues by ensuring that the changes are in-bedded as part of the social norms and culture under which the organisation operates (Applebaum, et al, 2012).
The Dunphy and Stance model of change was built upon the works of Lewin and sought to create a more useful model that would allow for change managers to adapt dependent on their situation. The model is often referred to a situational or contingency models (Quaicoo, 2021). The model was suggested four scales of change and then noted the styles of leadership appropriate for the changes required. The four scales are fine tuning, incremental adjustments, modular transformation and corporate transformation.  The four styles of leadership suggested are as follows:
· Collaborative style leadership require large scale involvement and typically are used when major organisational changes such as corporate and modular transformations are required (Quaicoo, 2021).
· Consultative leadership is the style of leadership required before embarking on a change management program or implementing a strategy. The goal here is to form the strategy and understand who and what is required from the change strategy (Quaicoo, 2021).
· Directive Style is a top-down centralised method of implementing a change. Very little employee engagement is required. (Quaicoo, 2021).
· Coercive style is more forceful in nature and is used when the forces to change cannot be resolved through engagement and collaboration. This tends to be last resort and in extreme circumstances when organisations are in a demanding situation (Quaicoo, 2021).
McKinsey’s 7s model of Change was designed by Peters and Waterman in in 1970’s whilst doing a study to determine organisational excellence (Burnes, 2017). The Seven points below:
· Strategy; the creation of a plan to utilise resources to achieve a desired outcome.
· Structure; the way in which an organistional chart is designed and with linkages between various parts of the business.
· Systems; the formalised procedures and processes.
· Staff; the workforce composition from executives to operational staff.
· Style; culture and behavioural attributes of the key managers and the organisation.
· Shared Values; the guiding concepts that bind the organisations stakeholders tasked with delivering organisational goals.
· Skills; the capabilities that are available to the organisation and its members to execute goals.
Waterman found during his study that the last four points of the 7S Framework know as the soft S’s were the key to business success. The 7S framework received some strong criticism due to the complexity and not easily defined points; it was argued that due to complexity it would not be useable or lead to too much time being spent trying to expand and analyse each point and ultimately leading to managers making choices that regardless whether they are appropriate or not (Burnes, 2017).
Peter and Waterman rebuffed against criticism through arguing that choice and flexibility was a key difference between excellence or run of the mill organisations (Burnes, 2017). Peter’s and Waterman went on to provide 8 key attributes of excellent organisation listed below that would support the use of the 7S framework. 
· A bias for action; the idea behind bias for action is simple and requires organisations to be fast in their responses, break down what is required into smaller achievable goals that combined will create large change (Burnes, 2017).
· Close to customer; being customers centric and knowing what the customer wants enables organisations to deliver value or create solutions in the best possible manner (Burnes, 2017).
·  Autonomy and entrepreneurship; decentralising power and creating a culture of ownership allows for faster responses to changes or opportunities that present themselves. Peters and Waterman also add that one key requirement of autonomy and entrepreneurship is communication (Burnes, 2017).
· Productivity through people; employees are the real generators of excellence, if treated with dignity and respect and given the tools and training required they can be the difference between run of the mill and excellence (Burnes, 2017).
· Hands-on, Value driven; the simple and yet difficult to execute process of ensuring that organisation and all stakeholders are working towards the shared values of the organisation from the top to the bottom (Burnes, 2017). 
· Stick to the knitting; in essence it’s that excellent companies should stick to what they do best. Diversification needs to be done gradually in manageable steps (Burnes, 2017).
· Simple form, lean staff; flatter hierarchal structures with fewer layers and less bureaucracy are the desired organisational structure coupled with excellent communication (Burnes, 2017).
· Simultaneous loose-tight properties; put in another way allow the organisations to be both flexible but tightly controlled. Flexibility achieved through decentralised power and control through strong core values and excellent communication (Burnes, 2017).
The ADKAR Model  was developed by Jeffrey Hiatt in an effort to deal failures to change initiatives. According to Jeffrey Hiatt the root cause of failures in change management is not the change vision or solution but rather the ability of the model to facilitate change (Hiatt, 2006). The model has five elements each with a number of factors, these are namely Awareness, Desire, Knowledge, Ability and Reinforcement. The model is particularly useful in assessing the activities centred around the implementation of change to ensure that each are having the desired outcome or if any adjustments are needed in the activities of the implementation program (Das, 2019). 
· Awareness is the first element of Hiatt’s Model. Awareness in the context of the ADKAR model is not just the knowledge of what the change is but rather the awareness of why there is a need for change (Hiatt, 2006). The failure to create an understanding of the need for change has been noted as a key factor in the resistance to change and ultimately the failure to successfully implement change management initiatives (Jarrel, 2017). Hiatt (2006) listed five key factors that influence the change managers ability to create effective awareness. Factor one is the view of the current state and how invested individuals are in the current state of how things operate, either these individuals are happy with the current state of affairs or are in agreement that a change is needed. Factor two is the perception of the problem, individuals approach problems with a wide array of solutions that they believe are correct (Hiatt, 2006). Factor three is the credibility of the sender, ultimately employees who believe the organisation has a credible history of successfully implementing change are more likely to be open to the idea (Hayes, 2002). Factor four is the circulation of misinformation and rumours, Hiatt, (2006) notes that communication of all relevant facts is required upfront to prevent the spread of misinformation which ultimately puts the change management process at a disadvantage if the change agents have t spend time correcting the rumours. The final factor is contestability of the reasons behind the change. If the reasons behind the change are contestable and sufficient evidence for the need to change is not readily available then the awareness process may need longer to allow for sufficient saturation (Hiatt, 2006).
· Desire is the second element of the ADKAR model. Creating desire is far more problematic than creating awareness is often beyond the control of the change agents (Saulnier, 2017), whilst creating effective awareness may assist in creating desire, ultimately, they are separate elements (Hiatt, 2006). Hiatt list four factors that need to be considered in the desire creation process. Factor one is understanding the nature of the change and how it will impact the individual or groups, this will impact how the change needs to be deployed, and concerns addressed. The second factor is the environmental or organisational context which builds on the credibility factor in awareness as each individual or group may view the culture or organisation in a different way (Hiatt, 2006). The third Factor is the personal situation of the individual. Individual circumstances have a major impact on the desire to change from whether they are near to retirement, having just achieved a certain goal and are looking to continue that momentum to wanting to spend more time with family at home. These factors will play a part in the desire for change. Factor four is the intrinsic motivation of individuals and groups, whilst similar to personal situations in some respects it ultimately focus on the future goals and the values of the individual whilst a persons individual context may be that they are nearing retirement and are looking to change the intrinsic value of the individual may be that want to leave a legacy and create a future organisation that is sustainable long past their own retirement.
· Knowledge is the third factor of the ADKAR model. In any implemented change there is generally a requirement for the members to learn either new process, acquire new skills, learn new systems or technologies that will enable the change to take place successfully (Jarrel, 2017). Hiatt listed four factors that are needed to deal with knowledge. Factor one is to understand the individual or groups current knowledge, do they currently posses the knowledge that required. Factor two is the capability for an individual or group to learn. Individuals vary in not only their ability to learn but also in the method in which they learn (Saulnier, 2017). Factor three is understanding the organisations available resources to facilitate learning and provide the groups or individuals with the knowledge required to implement the change (Hiatt, 2006). The fourth and final factor of knowledge is the existence or access to the required knowledge. This could be dependant on the geographical location they may be isolated from learning institution, or it could be that the required knowledge has not yet been created and may only exists as a concept (Hiatt, 2006).
· Ability is the fourth element of the ADKAR model. Knowledge is the conceptual acquisition of the skills and tools required whereas ability is the action of putting the knowledge into a demonstrable achievement of the change (Hiatt, 2016; & Prosci, 2017). Hiatt listed five factors  that impacted the ability element of the model. Factor one is the psychological blocks, to what degree is the mental state of the individual preventing them from putting into action the acquired knowledge and skills (Hiatt, 2006). Factor two are the physical abilities, are their any real physical limitations that are preventing the change from taking place at an individual or group level (Hiatt, 2006). Intellectual capability is the third factor and is concerned with the ability of individuals to have the intellectual capability to turn knowledge into actionable activities that impact the change (Hiatt, 2006). Factor four is the availability of time to convert the knowledge into action, the more complex the nature of the change the more time is needed to convert that knowledge into demonstrable achievement (Hiatt, 2006). The final factor is the availability of resources to support development of new abilities, ultimately do the individuals or groups have access to resources and support to assist in converting that knowledge into demonstrable achievements (Hiatt, 2006).
· Reinforcement is the final element of the ADKAR model. Reinforcement is concerned with ensuring that the changes made are cemented and if the change is successful is celebrated which will in-turn help reinforce the change (Prosci, 2017). There are numerous factors are involved in ensuring that reinforcement of the changes occur; accountability absence of negative consequences and the recognition of progress are all factors that need to be address ed to ensure that the change is reinforced successfully (Hiatt, 2006).
One of the key advantages to the ADKAR model is its focus on the individual which creates an awareness that everybody has different reactions to changes; this allows for change managers to acknowledge and tailor approaches where possible to achieve the most effective implementation (Johnson & Jeppesen, 2015). This model has been widely criticised majority of the time for it’s limited scope and not encompassing the different types of changes and ignoring the complexity of the organisation structure (Quaicoo, 2021).

[bookmark: _Toc190316581]Choice of Change
As can be seen in this report there are a number of structures and models; the reality is that there is no one structure or model of change that is perfectly suited to every organisation. Organisational change management is not a science, in order for theories and models to be truly scientific the testing should be done over long periods of time in stable conditions with controllable variables (Gibbons, 2015). Organisations face a variety of environmental conditions, complex organisational structures, different skills sets and unpredictable human behaviour which affects the credibility of all models and structures being touted as the best fit (Gibbons,2015).
Organisations and the change management agents need to make decisions on how they intend to implement changes. The choice process found in works by Burnes (2017) has three elements designed to assist change agents in making decisions.
· Element one is the organisational context. Change agents need to understand their organisation and the environment in which they operate. Whilst there are many ways to attain this information two well known models are well documented. The SWOT (strength, weakness, opportunities and threats) analysis is and the PESTEL (political, economic, sociological, technological, environmental and legal) analysis. These analytical tools provide change against with much needed insight into the context of their organisation and create clear understanding on the changes needed (Burnes, 2017).
· Element two is the Focus of choice; part of the choices that change agents need to make is on which issues should be focused on at. Any given point in the change strategy. Hutchens (2009) among others noted that focusing on a reduced number of issues in a coordinated and concerted manner will be more effective than trying to tackle all issues simultaneously.
· Element three is the organisational Trajectory; in short the trajectory of an organisation is the culmination of both past, current and future strategies. The trajectory is very important in making choices as there can be both tangible planned trajectories but there are also emergent trajectories that need to be understood ( Burnes, 2017)

[bookmark: _Toc190316582]Communication
No matter the type of change or the model chosen to implement the change, the success of the change implementation relies heavily on the ability to communicate with stake holders effectively. Employees are the groups and individuals who are tasked with implementations the change, without awareness no change can be implemented (Albuali, 2020). Elving (2005) noted that in order to build trust which will ultimately lead to greater trust and commitment affecting the overall productivity organisations must communicate with the aim of building a community.
Effective communication whilst essential is often difficult to execute as there are a number of barriers that change agents need to be aware of and take the necessary actions to mitigate. Sanchez (2017) captured a number of barriers listed below;
· Filtering; this is observed when the communication is adapted to suit the the receiver. This could be done by putting a positive spin to soften the negative connotations of the message (Sanchez, 2017).
· Selective Perception; this occurs when receivers of communication interpret the communication in a way that suits their particular situation (Sanchez, 2017).
· Information Overload; if receivers are bombarded with information there is a risk that key features of the desired communication may be overlooked, ignored or forgotten (Sanchez, 2017).
· Emotions; emotions and rational objectivity may not always be in tandem, and this could result in the communication being distorted. A change in position whilst potentially positive could be viewed in a negative way due to the emotional attachment of the current status quo (Sanchez, 2017).
· Language; individuals all have different relationships with language whether fundamental in understanding, jargons based on age and culture. It is important to note that the same message may be construed differently based purely on the individuals understanding of the words (Sanchez, 2017).
· Communication Apprehension; the communicator of the message needs to be aware of their own strengths and weaknesses in how they communicate as this may affect the effectiveness of the communication. Not everyone is a gifted orator and if that is the case a written message may be more beneficial (Sanchez, 2017).
There are two types of communications strategies. Namely Programmatic and participatory. 
Programmatic is a top-down strategy aimed at communicating the desired changes in a manner that is controlled and ensures that the same message is received by all required participants without dilution (Quaicoo, 2021). 
Participatory communication is a strategy of two-way communication that relies on engagement and involvement of both receiver and issuer of the strategy. This results not only in the effective participation of the change but also the ability to make changes to the change strategy upon review of the consultations (Weill, 2018).
The complexity of the change will influence how the communication occurs, the more complex the higher the engagement will need to be whereas simple changes will require little engagement (O’rourke, 2013). It is up the change management agents to determine the level of communication and the medium. 
· High level communication may consist of face-to-face meetings, departmental meeting and conversations. High level communication aims to be participatory in nature which results in a higher leaver of satisfaction of those involved (Albuali, 2020).
· Low level communication take place on broader mediums of communications such as memos, quarterly meetings or notices. The communication is pragmatic in nature and loose levels of satisfaction from the receivers of the information (Albuali, 2020).
· Moderate level communication takes place via email or through intranet tools available to the organisation, this can be both programmatic or participatory in nature and generally enhances satisfaction of the receivers (Albuali, 2020).

[bookmark: _Toc190316583]Chapter 3: Presentations and Analysis of Findings

[bookmark: _Toc190316584]Introduction

This paper was centred around the aim of establishing whether the segregation of middle and back-office functions hinders or enhances organisational efficiency with a focus on trade execution and settlement. Qualitative research was conducted using open ended questions to allow for for us to get a deeper insight on the current structure, challenges and possible solutions through first hand accounts.
A total of 10 interviews were conducted, the dissection of participants was equally split between the settlement back office and middle office functions with the exception of one respondent who had transitioned into a middle office role but the questions were targeted around settlements although useful insights in middle office may have coloured the responses.
The interview conducted were centred around the questions below
1. Is the current structure the best fit?
2. What are the challenges to the current structure?
3. What could be done to improve the operational performance of the back and middle office workflow?
4. Ultimately is there a need to change the structure of the back and middle office functions?
The qualitative data was collected in a linear-sequential approach, collecting data first and then analysing afterwards (Flick, 2018). This inductive approach allows for the themes to emerge from the coded data rather than by applying priori to the data (Flick, 2018). It is important to note that data can never be free from theoretical influence as the collection of the data is will always be influenced by the theoretical background of the researcher and the aims of the papers that present the data, that’s not to say that meaningful conclusions cannot be drawn (Flick 2018).
The data was coded using open coding which were organised into categories and then dissected into themes. This thematic coding approach is typical of grounded theory and used by many phenomenologists (Gibbs, 2018).
[bookmark: _Toc190316585]Code 1: Collaboration
Collaboration was cited by every participant of the qualitative interviews. The general consensus amongst participants is that in order to have an effective relationship between back and middle office functions, collaboration would need to be improved. The methodology behind achieving this varied dependant on the teams. Interview MO1 had developed a buddy program designed to have weekly interaction to share information and discuss challenges and solutions on an ongoing basis. MO2 setup a projects group involving both middle office and settlements to develop a workflow tool designed to improve the interactions and efficiencies between settlements and Middle office. B02 cited a program where teams would sit with each other and do their day-to-day tasks this allowed a better understanding of the flows and requirements and allows for teams to pick up where breaks in workflow and communication are happening. 
[bookmark: _Toc190316586]Code 2: Integration
Of the ten candidates only three cited that integration would be a possible solution. MO2 and MO3 both noted that integration would give them full control to see out the entire trade lifecycle significantly improving performance however both suggested that whilst they thought integration was plausible they also felt significant risk around control and coverage would not make this a viable solution. B05 saw integration as a future play once technology got to a point where majority of settlements would require no manual releases into the market and involved only oversight to ensure that trades were matched in the market. MO1 cited that having clearly defined roles allowed for specialisation of skills and created a narrow focus for teams to focus on. MO2 cited coverage as a benefit of segregation with settlement teams being flexible to cover volume spikes in different areas or covering absenteeism’s. 
[bookmark: _Toc190316587]Code 3: Risk 
Five of the respondents cited risk as a core concern for intergration. MO1, MO4 and MO5, BO4 and BO5. Their concerns around risk were all centred around the ability to manipulate settlements and open the organisation up to fraud. There was however very little evidence to suggest that the segregation was a driving force of this control, the only real control here was the approval process for manual instructions into the market to match client instruction not systemically feeding.
[bookmark: _Toc190316588]Code 4: Technology
Every single interviewee cited technology as a primary driver of the efficiencies of their business. Improved systems would allow for greater transparency in the correction of errors, faster allocation of issues to correct teams, the ability to preemptively match trades in the market, and ultimately reduce the volume of interactions needed between middle office and back office settlements.
[bookmark: _Toc190316589]Code 5: Communication
Whilst similar to collaboration, it felt necessary to have this separate categorisation as forty percent of the respondent made note that often there is a struggle to understand or articulate the required corrections as they spoke and used different business lingo. The respondents MO3, MO4, BO2 and BO4 all suggested that the silo’s operated differently and their was a lack of understanding what was required at times to correct an issue. MO3 cited a lack of knowledge around market settlement codes that were sent by settlements, MO4 cited the use of different identifiers caused delays in identifying trades. BO3 and BO4 both cited that their was significant break downs in communication over what was required as teams communicate differently and don’t necessarily know the processes required, BO3 cited a situation where they saw a cancel on their end but in middle office this was a straightforward amendment which led to much more lengthy conversation than was necessary and this is purely down to how systems process and deliver information to the teams.
[bookmark: _Toc190316590]Code 6:  Function
Unsurprisingly the settlement back office considered their main role as the timely settlement of trades. Middle Office respondent had a more varied views on their main roles. MO1 considered risk and control as their main function, MO2 considered that their goal was to systemically get trades fed from booking to settlement as seamlessly as possible. MO3 was focused on settlement of products, MO4 was primarily focused on systemic improvement to booking systems but also noted the positive influence that would have on settlements, but it was not a part of their role to focus on the settlements and would prefer the settlements to be handled by another team. Notably both MO1 and B09 listed specialisation as a key attribute to keeping divisions siloed, allowing the employees engaged to become more proficient in their tasks and be able to deep dive into issues in order to solve them.
[bookmark: _Toc190316591]Themes
[bookmark: _Toc190316592]Theme 1 – Cohesion
Through the interview process we see a pattern emerging of two segregated divisions not always aligned in their goals with a clear path of how to achieve them, demonstrated by having multiple settlements teams that are not aligned with the business units in middle office which are more closely aligned to the front of house. This is common in silos and can create a situation whereby the the individual teams put their benefits ahead of the whole organisation (de wall, 2019). A part of this whilst not noted in any literature but rather through personal knowledge is that broker dealers get rated by customers and awarded business dependant on their ratings, traditionally this has been separated by function and division, recently a number of larger investments firms have started rating on the whole rather than focusing on individual segments of the business, there is a fundamental need for the silos to be aware that they operate for the whole rather than the parts of the business that are responsible for. Interviews of BO2 and BO3 both reiterated the isolation from the business, not understanding their role or the products and flows from front office through to settlements, this is another common theme in silo’s whereby information and knowledge is held by the business units (de waal, 2019). If not effectively managed silos can have a massive impact on the success of organisations and is often attributed to major catastrophes such as the ability to deal with the pandemic or the 2008 fiscal crisis (Correa, 2024).
[bookmark: _Toc190316593]Theme 2 – Technology
Every single respondent raised technology and systems as a core solution to create a more efficient flow. Whilst improving technology may not break down the segregation of divisions, technological enhancements will improve timeliness and create transparency on issues. BO interviewers often referenced that exceptions are not being routed to the correct teams, this should in reality be a simple solve by ensuring static data accuracy and enabling the systems to filter correctly, the other side of this is the lack of alignment in business functions also means that there is no real relationship and coherent dialogue between the teams, technology may be able to solve the flow of exceptions to the correct team it cannot solve the structural misalignment. Society today is often referenced as being on the brink of the fourth Industrial Revolution as technology improves and artificial intelligence becomes more imbedded in the technology we use, in order for teams and organisations to take full advantage of the benefits new technologies they need to develop them as a whole to best fit the entire organisation, one of the key elements to Judith Rodin’s (2015) resilience frameworks is integration. Whilst the full picture isn’t clear yet, if technology is to be developed to improve matching and generating exceptions for middle office teams to solve there is a need for an integrated approach from both back office and middle office teams to find solutions. Smith (2018) notes that whilst organisational silo’s were created to minimise chaos, with the incoming fourth revolution organisations are moving toward what is termed on the edge of chaos where systems are given the space to grow, lean and evolve, a main driver of this is a lack of predictability in how changes will affect business and the way in which we will work (Smith, 2108).
[bookmark: _Toc190316594]Theme 3 - Collaboration
There was a definitive emergence of a collaboration theme from the interview conducted. M01, MO2, BO1 and B05 have all been actively involved in projects and initiatives in 2024 to improve the collaboration of the teams and how they interact. Whilst almost none of the respondents were in outright favour of integration to improve efficiency all of them suggested further collaboration to improve the overall workflow and relation ship between the teams. This response is in-line with a general inter-organisational trend to foster more resilience and creating a competitive advantage that traditional silo-based approaches lack (Ganesha, 2024).

[bookmark: _Toc190316595]Chapter 3: Conclusions and Recommendation
[bookmark: _Toc190316596]Conclusion
This paper set out to investigate the current structure of large bulge dealer broker investment firms with the aim to figure out if their current segregated structure between back and middle office functions was the most efficient and effective structure or if a more integrated approach would be more beneficial.
The paper showed that there is a need for organisations to examine their current structures as changes in both technologies, the competition, and new regulations are creating problems for organisations to solve. The entire organisation from front to back will have to adapt to ensure that the organisation has the capability to adapt quickly to changes like the T+1 regulations whilst still being efficient in the allocation of resources.
This paper has presented various structures which an organisation can adapt to best fit their operational needs. The research suggests that organisations should move away from traditional beauracratic structures with centralised control to more agile structural designs like the matrix design, this structure blends both central and functional control to allow the organisation to respond quickly whilst still being able to have common values and goals (Torrington, 2020).
This paper has also shown that their are many ways to implement the changes in structure, it also found that thier is no one change model that will best fit any organisation. The responsibility lies on the change management agents to perform comprehensive planning and analysis of both the environment and stakeholders, this planning can be done through SWOT and PESTEL anaylis techniques. Once the organisation has a clear grasp of what is required and the organisation trajectory, they can select both the type of change and the appropriate models to implement the change. The paper showed it is of paramount importance to follow through and analyse the progress of the change program continuously to ensure that the desired objectives are met and that the organisation does not revert back to the original status quo (Burnes, 2020). The paper has also highlighted the importance of communication throughout the change process, whilst this is highlighted in the various change models it is often not central to the model, this paper has shown that without understanding the required communication strategies there is a real risk of a lack of effective implementation (Albuali, 2020)
The interview candidates were qualified through their current involvement in middle office and back-office functions with varying levels of seniority and experience and coming from varied business units. Three major themes emerged from the qualitative data, namely cohesion, technology and communication. The consensus was that the current structure created silos and presented challenges to both middle office and back-office settlements teams, neither were proponents of fully integrating teams but rather opted for improvements in collaboration and technologies as solutions to the current situation. The consensus in these interviews is expected as we have noted that group think emerges when we have siloed business units who think in terms of their own individual and team performance rather than that of the whole organisation (Carnall, 2014). This is further supported by Burnes (2017) who noted that psychosocial sub-system which governs organisations can cause a break down in uniformity of goals and lead to fractured organisation. It is plausible that both back office and middle offices functions would appose integration as it poses a paradoxical function in their views. It is this resistance to change and the failure to successfully implement change programs that has led to to the academic field of change management becoming a primary discipline rather than a sub discipline under management (Ashkenas, 2013).



[bookmark: _Toc190316597]Recommendations
[bookmark: _Toc190316598]Academia
This report may provide some insights, the scope and size of the study need to increase to make any meaningful contribution to the field of change management strategy and Human resource management. The paper highlights the lack of communication focus in the change models.
[bookmark: _Toc190316599]Organisations
There is a disjointed relationship between back office and middle office functions which create inefficiencies within organisations and contribute to the failure rates of settlements. Further exploration is needed to determine what the correct course of action should be. The only incorrect course of action would be no action as as has been demonstrated throughout this study the only consistency that can be expected is the landscape will continually evolve and organisations need to adapt in order to create sustainable competitive advantage. It is also not enough to mimic competitors, seldom do those who mimic ever truly catch up with their rivals. (Goskoy, 2016). 
Once a model or strategy has been selected taking influence from the models presented in the literature review, it is important to note that this report has shown that there is no best fit solution for any one organisation and even for any one department given the complexity of the organisation. Once the change model and structure has been selected an organisation needs to select the change strategy to ensure that implementation occurs successfully, whilst it has been shown that most strategies take influence from Kurt Lewin in some way they all have different merits and selecting or adapting models to the situation is advised. All models highlight the need for clear communication in order to not only let the stakeholders know the plan but to get genuine involvement, commitment, and advocacy.
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