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ABSTRACT

Wei, Sun. Organizational Changesin China: Content, Readinessand Process.Doctoral
Dissertation,Estonian Business School, Tallinn 2009, 278 pages, 6 tables, 2 figures,
125 references, in English

KEYWORDS: ORGANIZATIONAL CAHNGE, CHINESE COMPANIES,
IMPLEMENTATION OF CAHNGE,CONTENT, READINESS, PROCESS OF
CHANGE

The objective of this dissertation is to study the implementation of organizational
changesin China—acountry in transition, and to provide an insight into the major
elements of organisational change in China. In this dissertation, the various ele-
ments organi zational changesin Chinese companies are studied, including the con-
tent of change, the employees' readiness to change and the process of change. The
major influencing behaviour factorswere studied, including the organizational learn-
ing, the organizational culture and employees’ attitudes and values. The overview of
theories about the organizational changes is presented in the first chapter. Inter-
views and several questionnaires were conducted in Chinese companies who have
experienced changes. Eventually based on the secondary background data and pri-
mary data, the characteristics about implementation of organizational changesin
Chinese Companies are identified. Conclusions are made at three levels: societal,
organizational andindiidua. Lastly the author proposes suggestionsto Chinese man-
agers on how to achieve maximum efficiency inimplementing changes. The author
hopes the findings of the dissertation will contribute to the development in change
management in China, acountry in transition.



INTRODUCTION
List of Papers

This dissertation is based on the following papers, which will be referred to in the
text by their respective Roman numerals.

| Alas, R., Sun, W. (2007) ‘Organizational changes in Chinese companies: a re-
source-based view’, Chinese Management Studies,Vol. 1, No 4, 225-242.

Il Alas, R., Sun, W. (2008) ‘ Institutional Impact on Work-related Valuesin Chinese
Organizations' ,Journal of Business EthicsVol. 83, Issue 2: 297-306.

11 Sun, W., Alas, R. (2007) ‘ Changesin Chinese Organizations from Institutional
Perspective’, EBS Review, 23: 36-48.

IV Alas, R., Vadi, M., Sun, W. (2008) ‘ Connections between Factors of Readiness
to Changein Chinese Organizations', International Journal of Chinese Culture and
management. Vol. 1, No. 2, 219-231.

V Sun,W., Alas, R. (2007) ‘ Process Model for Organizational Change: A Study of
Chineseorganizations', EBS Review, 22: 29-41.

V1 Sun,W. (2008) ‘ A Seriesof Changesin A Private Training Company’, inAlas, R.
(Ed) Implementation of Changesin Chinese Organizations. Groping the Way through
the Darkness. Chandos Publishing (Oxford) Limited. Forthcoming.

VII Alas, R., Sharifi, S., Sun, W. (2008) ‘ Chinaand Estoniain Flux: IsThisaValid
Basisfor Comparison of Their Approachesto Change Management? Academy of
Management Meeting, Questions We Ask, August 8-13, Anaheim, California.

VIII Andregjeva, T., Alas, R., Vanhaa, S., Sun, W. (2008) How Applicable are
Western Theories about Change in Russia, Estonia and China? Academy of Man-
agement Meeting, Questions We Ask, August 8-13, Anaheim, California.

The Relevance of the Topic

Organizations often devel op and govern their work routines through accepted rules
and systems (D’ Aunno et a. 2000) in order to maximizetheir operational efficiency.
Organizational change disrupts these repetitive work routines by introducing new
rules and systems into the operation. Organizational change occursin a variety of
forms: it could be theintroduction of new technology and procedures, new products
(often for new clients), new administrative systems and processes, or anything else
new to the organization (Brown and Eisenhardt 1997; Haveman 1992; Rajagopal an
and Spreitzer 1996). Therefore, as structural inertia theorists such as Hannan and
Freeman (1984) propose, organizational changeisvery difficult because theinstitu-
tionalized routine activities create strong internal resistance to change.

Granovetter (1985) similarly suggeststhat organizational changeisdifficult because
organizations are deeply embedded in the institutional and technical structures of
their environment. Amburgey et a. (1993) further indicatethat organizations strongly
resist change in most cases (see also Greenwood and Hinings 1996). Today’s busi-
ness environment, however, is increasingly uncertain and risky. Hence, knowing
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how to adapt and change successfully has become a critical and timeless challenge
for any organization (Brown and Eisenhardt 1997; Feldman 2004; Pettigrew et al.
2001).

This challengeis even more intense in emerging economies, which are undergoing
unprecedented transitionsin their social, legal, and economic institutions that raise
serious adaptation problemsfor enterprises (Boisot and Child 1996; Peng and Heath
1996). Because change is inevitable but organizations strongly resist change, it is
important to understand what facilitates and what inhibits organizational changein
emerging economies.

China as afast developing country experienced dramatic changes. China's transi-
tion from aplanned economy to a market economy began at the end of 1978. When
China started the process, the government did not have a well-designed blueprint
(Lin et a. 1996). The approach to reform can be characterized as piecemeal, par-
tial, incremental, and often experimental (ibid). Some economists regard this ap-
proach as self-defeating (Murphy, Schleifer, and Vishny 1992). China's average
annual rate of GDP growth has been miracul ous since the beginning of thetransition
(Linet al. 1996) and isthe most successful of the transition economies.

In recent years, China has undergone rapid economic reform and dynamic organi-
zational changes. Several magjor developments have given special momentum to
those changes: China entering the WTO, opening the western regions of China,
building up aninformation network, transforming new management systems nation-
wide, and encouraging innovations and entrepreneurship. (Wang 2003)

The Aim and Field of Study

Theresearch problem of thethesisishow Chinese social-economical context influ-
ences organisational change efforts. The author aims to specifically contribute to
the field for management research as well as management practice.

The author decided to research on this topic due to the lack of literature on
organizational changesin China, especially during thetransitional period. After do-
ing abundant research on the previousliterature that could be accessible, the author
discovered that most of the authorsbuilt their work on the basis of western literaure.
Vey few of the studies were based on the research conducted by author them-
selves, through thetool s of case study, surveysor interviews. They just discussed or
analyzed the current circumstances of organizational changein Chinese companies
based on the western theories about organizational change. Without the basis of
results achieved from research tools, their analysis may be not reliablein represent-
ing thewhol e case of organizational changes. For example, the relevant information
in Chinese context about the process model, the content, contextual, process and
criterion research on change are not reflected in the publications available in Chi-
nese database. So one question israised: are the western theories on change appli-
cable in China? Especially in the unique transition period, what could be the main
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features of the organizational changesin Chinese companies? Although thefindings
gained from the study conducted in Estonia, anouther transitional country, may pro-
vide some information about China, they may not be applied at all considering the
substantial differences between Estonia and China. Therefore, the author assume
that in Chinese cutual context there should be specific feaures in content, process
and readines of organzational changes. This serves as an impulse for the author, as
anative Chinese, to explore the organizational changein Chinese companieson the
basis of theintegration of her personal experiencesand knowledge about Chinaand
the reliable inforamtion gained from several research tools.

Hence, in this thesis the author makes an attempt to provide an insight into the
organisational change from the perspective of content, readiness and process in
China, an emerging economy, which experienced the transition from a command
economy to amarket economy under socialist regime. The author has accomplished
aresearch, which reveal s the features of organisational changesin Chinese organi-
zations at micro-level. Meanwhile, the macro-level influences on the changesin a
transitional society are also considered and analyzed.

The field of study is changes in Chinese organisations. However, due to the
limited resources available for this doctoral thesis and the fact that organisational
changes are very complex phenomena, it is not possible to explore al areas associ-
ated with changesin Chinese organi sations during economic transformation in soci-
ety. Hence, currently the author has limited her research to the areas which are
believed to be the most relevant to this issue. The aim of the study is to explore
major elements of organisational changesin Chinese organizations: content, readi-
ness and process of change.

Thefirst research task isto explore the main problems in the process of change
implementation in Chinese companies from the perspective of human resources and
to provide suggestions on human resource management practicesin facilitating the
success of organizational changes (Study | and V).

The second research task is to study the influence of the macro economic and
socia environment on Chinese peopl€'s attitudes and values during the transition.
The author compares the institutional influence on values between different age
groups with different socio-demographic characteristics (Study 11).

Thethird research task isto identify the types of changesthat wereimplemented
in Chinese companies. (Study 111 and Study V).

Thefourth research task isto analyze the readiness of changesin Chinese orga-
nizations based on astudy aiming to discover the connections between organisational
culture, organisational learning and employees’ attitudestoward change. (Study 1V
and Study V)

The fifth research task is to discover the common features involved in the pro-
cess of change implementation in Chinese companies and to recommend a process
model. (Study |11, Study 1V, Study V and Study VI).

Thesixth research task isto compare the organizational changein Chinese com-
panies with change in other countriesin transition: Estoniaand Russia. ( Study VI
and Study VIII)
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The seventh research task is to explore the applicability of western planned
change approachin ‘hard’ and ‘ soft’ organizational elements in transition countries
- China, Estoniaand Russia. ( Study V1)

The Methods Used in the Research

The author has carried out empirical research in Chinese organizations. The author

used the following instruments in the research process:

1. Interview guestionsfor evaluating the process of change implementation and
types of changesin Chinese organisations worked out by Ruth Alas (Study |,
1,V and VII).

2. A gquestionnaire for assessing values among employees worked out by Lembit
Tunpuu (Study 11).

3. A questionnairefor assessing organisational learning worked out by Ruth Alas
(Study V).

4. A questionnaire for eval uating employee attitudes toward change worked out
by Ruth Alas (Study V).

5. A questionnairefor assessing the orientation of organisational culture worked
out by Magja Vadi ( Study 1V)

6. A questionnaire for evaluating content, process and result of change worked
out by Tatiana Andregjeva ( Study VIII)

Thefirst fiveinstrumentswere designed and used in research in change managment
in transition country, Estonia, in the begining of 21st century. The last instrument
was designed and used in the research project in Russia before. Estoniaand Russia
had some similaritieswith Chinainterms of the political regimse - socialist and the
economy regime— planning regime. Moreover, they all experienced dramatic social
transitions. Since these tools have been already used in two tranistional countries
and have produced reliable outcomes for the research, the author decided to adopt
these instrumentsin Chinarather than devlop her own new tools, whosereliabilites
may not be predictable. In addition, to adopt these tools used in anouther two tran-
sitional countries provides possibilitiesto comparethe dataand to analyzethediffer-
ences between these three countries, e.g. the cultural influences on the the organi-
zational changes.

However, the research couldn’'t have been accomplished without the author’s
contributions. Chinese society isvery relationship-dominated and to carry out scien-
tific research requires a lot of inter-personal resources. The surveys or question-
naires delivered to random-sel ected Chinese companies will be most probably re-
jected or ignored if the research conductor is a stranger or unkown to them, not to
even mention a foreign researcher, whom they have never heard of. In order to
collect data, the authr utilised all possibleinterpersonal resources she hasin China.
First of al, the author selected the areas she would focus on and then involved as
many personal links as possibleto get feedbacks from Chinese companies engaged
in different sectors/industires. Then when coming to the analysis of the collected
survey results, the author had more appropriate and accurate understandings to the
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respondents’ answers compared to other researchers, who are not native Chinese.
Chinese culture is high-context, which means that there is always some hiddedn
meanings attached to the superficial information the speaker/information giver con-
veys. The author as a native Chinese was more capabale in understanding the
denations of the answers, sometimes quite proctocol and vague, especially during a
face-to-face interview with top managers from Chinese companies. To sum up, a
foreign researcher may encounter great difficultiesin conducting researchin China
and may be unableto deliver theinterpratation of the answers. Therefore, it wasthe
author who made such a large-scale research among Chinese companies in differ-
ent areas possible and eventually successful.

In order to complete this research the author conducted the following surveys:

Structured interviews were conducted in 160 companies in several big cities
innorthern part of China: Beijing, Tianjin, Jinan and Zibo. They were conducted with
top managers or middle managers in different companies to acquire knowledge
about change in their organizations. The aim isto get information about the imple-
mentation of change in these organizations (Study 1,111,V and VI1I).

Research in 29 Chinese companies was conducted in 2005-2006 with 1303 re-
spondentsin order to explore the work-related ethicsin the context of various socio-
demographic characteristics. Respondents completed a questionnair e about atti-
tudes toward change and a questionnaire about work-related ethics (Study
I1). The questionnaire about attitudes toward change consists of 15 questions. The
questionnaire about work-related ethics included 46 items (Alas et al., 2006) to
evaluate 9 value groups. In order to compare different age groups with different
socia demographics, an ANOVA and a T-test were used.

A questionnaire about organizational learning and a questionnair e about
organizatioan! culture (Study 1V) were conducted in the same 29 companies
among 1303 empl oyees. The questionnaire about organi zational learning consists of
20 questions asking employeesto eval uate their organizationsfrom differnt aspects
inlearning, such asthe ahility to learn, the acceptance to new ideas and culture, the
willingnessto train and devel op employees, the committment to change process etc.
Cluster analysis was used in devel oping the scales of organizational learning. The
questionnaire about organizatioanl culture (Study 1V) from 43 items devel oped by
Vadi et a. (2002) was used in order to measure orientations of organizational cul-
ture. A principal component analysisand factor analyseswith varimax rotation was
completed for the 43 items. Three factors could be called task orientation (TO),
disinclination (D) and relationship orientation (RO) of organizational culture.

A questionnairefor evaluating content, processand result of change (Study
V1I1) was sent to 73 Chinese companies and 55 feedbacks were received. In each
company one person answered the questionnaire, which is consited of 45 questions.
The questions firstly ask about respondents’ general information and general de-
scription of the company. Then respondents are asked to assess the content of
changes, change implementation process, results achieved and efficiency. Finally
the respondents are asked to express their opinions and suggestions. Most of ques-
tions are close-ended, with several options given. However, there are some ques-
tions that are open-ended.
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The Originality of Research and Its Practical Merit

Contemporary management literature offers numerous recommendations for man-
agers on how to manage organizational change the best way. Many of them are
based on the planned change model that wasformalized several decadesago (Lewin
1951), and still dominatesinternational practically-oriented management literature
on change (Kotter 1995; Duck 2001; etc.). However, a number of recent writings
criticize it and challenge its universal applicability (Marshak 1993; Burnes 1996;
Hendry 1996; Weick and Quinn 1999).

For Chinese companies, the problem of managing changeisdoubly relevant. On
the one hand, the transition to market economy urged most Chinese organizationsto
adapt to new environmental challenges. On the other hand, most of theliterature on
change management that could help Chinese managers to cope with this complex
challenge is based on approaches developed abroad, which, in many cases, are
being criticized in the countrieswhere they originated. Moreover, the scope of their
applicability in Chinahasnot yet been clearly determined. Thisisespecialy truefor
the planned change model; it iswidely cited in contemporary Chinese management
literature, and is used for the devel opment of recommendationsfor Chinese manag-
erswithout any mention of the limitsof itsapplicability in the Chinese context. This
is why we believe that Chinese companies can serve as a fertile ground for the
study of applicability of the planned change model.

Research about managing organizational changes have been mostly doneinwell
established capitalist countries. There are only few studies done in countries in
transition economieswhich experincerapid change process. In Chinamost of stud-
ies are case-based. The author made surveysin alarge amount of Chinese compa-
niesin order to get more generalized results which may serve asthe representative
of the current circumstances of organizational changesin China.

The success of changes depends on several factor: on planning, scope of changes,
but critical resource in change management is human factor: the people who plan
the changes and people who should implement the changes, and also people af-
fected by changes. People's attitudes are shaped by their previous experiences and
their historical experience. Also cultural accounts haveimpacts onways how changes
are planned and on employee reactions to changes. In this dissertation the author
pays special attention to human side of organziational change and the impacts of
national culture on organizational change, which could be regarded asits original
values. Moreover, in addition to the research in certain aspects of organizational
change, the author brought in the division of hard and soft organizational elements
when analyzing organizational changes, which adds unigue value to the research
itsalf.

Toimplement changesin transforming economiesaccording to rulesand plans, which
have worked in established capitalist countries, may not give desired result: people
are different. At the same time there are certainly elements, which work in all
countries or could be adjusted to different conditions. Thereistriangular model for
change worked out on bases of Western theories for using in analyzing changesin
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Eastern- European organi zations (Alas 2007). These countries have similaritieswith
China: both havetried to built communism and lived in totalitarian regime, which did
not allow different thinking. Therefore people of Chinaand East Europe may have
some similarities. Morevore, Russia, who experienced change from planned to mar-
ket economy and socialist regimein its histroy, also shares similaritieswith China.
The author compares change implementation in these three transition countries-
China, Estoniaand Russia

In the dissertation all these elements mentioned above were studied in order to fill
the gap in the literature about change changement in Chinaand provide insightsto
full picturesof various elementsin changeimplementaion in Chinese organizations.

Thewriting of the dissertation based on several survy resultsisof great significance
and hasits practical merits. The dissertation isexpected to have thefollowing prac-
tical relevance.

Firstly — The author’s study of organziational changesisone of therecent origin
in China, which providesinsightsto the most recent circumstances of organizational
changes in China. The study covers relatively large samples compared to those
research based on case-study, so it may give more genralized information about the
current circumstances of changes in Chinese organizations.

Secondly — The usage of the research findings in the managment practice in
Chinese companiesisthe most practical feature of the authors' work. The informa-
tion about the problems associated with human resource management and the short-
comingsoccurring in the process of change implementation will help Chinese man-
agerstoimprovetheir knowledge and competency in handling change, for example,
to improve their capacity in motivating and supporting employees. Hence these
information will help managemant to adapt ot remake decisonsto facilitate the suc-
cess of change. Thisalso appliesto foreign managersworking in Chinaand foreign
investors.

Thirdly — By using the information about the main causes of resistance among
employees toward change, Chinese managers could learn the necessity and ur-
gency to build alearning organziation in order to achieve great successin imple-
menting change. And the author’s suggestions on process model will be of great
significance for them to achieve maximam efficiency and successin changeimple-
mentation to achieve their companies competitive edge.

Fourthly— The information about the values held by different age groups with
different social-demographic features will enable Chinese managersto adjust their
current strategies in personnel managment, in new personnel selection and to im-
provetheir current training and incentive systemsin order to maximizethe potentias
of differnent age groups employees.

Fifthly— China is regarded as a good example in converting from command
economy to market economy and in achieving great successin economic develop-
ment. So China could be abenchmark for other nations which face similar circum-
stances. The knowledge acquired from this dissertation will be beneficial for man-
agersin those nationsin facilitating the success of implementing changes.
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Sixthly— The study could serve as a basis for other academic researchers in
comparing Chinawith other countriesin the aspect of changeimplementation. The
results generated from several reliable research toolsin this dissertation will enable
the future cooperation with other academics from different cultures.

Seventhly- Theresearchfillsagap inthefield of change management study by
taking into account that culture-related issues have to be considered as one of the
factorsinfluencing informed choices of changeimplementation methods.

Eighthly- The research results gained from the comparison between Estonia,
Russia and China provide useful information to managers who are doing cross-
border business between these countries and to Estonian and Russian managers
who are operating business in China. The information will help them in managing
their companies and in achieving success in implementing changes of the compa-
nies located in a strange country for them, which possesses different culture from
their country and has specific features in change approach.
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| THE THEORETICAL BASIS

The author starts from a broader sense to narrower sense in the theoretical section.
Theauthor first of al buildsthethesisfrom the broader human resource perspective
and later on providesdetailed insightsinto different aspects of organizationa change,
e.g. the types, features and strategies of organizational changes. In recent years,
resource-based theory has emerged as one of the most promising theoretical frame-
worksinthefield of strategic management. An organization can be understood asa
collection of physical capital resources, human capital resources and organisational
resources (Barney, 1991). Rialp (2006) develop a resource-based model which
emphasi zesimportance of intangible resources as human and organi zational capital
on success of firms. However, literature about incorporating a resource-based view
into approaches to organizational change in transition economies was missing. At
the same time, human relations are of crucial importance in the Chinese business
world (Wong, 1996; Xin and Peace, 1996; Yang, 1994). Therefore, the resource-
based view has been applied in order to study organizational changes in Chinese
companies.

1.1. Incorporation of Resource-based View of the Firm into Theories of
Organizational Changes

In recent years, resource-based theory has emerged as one of the most promising
theoretical frameworks in the field of strategic management. The resource-based
perspective argues that sustained competitive advantage is generated by the unique
bundle of resources at the core of the firm (Conner and Praha ad, 1996; Barney 1991).

A firm can a'so be understood as a collection of physical capital resources, hu-
man capital resources and organisational resources (Barney, 1991). Resources that
cannot be easily purchased, that require an extended learning process, or are a
result of aparticular corporate culture are more likely to be unique to the enterprise
and, therefore, more difficult to imitate by competitors. It is argued that perfor-
mance differentials between firms depend on having a set of unique inputs and
capabilities (Conner, 1991). According to resource-based theory, competitive ad-
vantage occurs only when there is a situation of resource heterogeneity (different
resources across the inability of competing firms to obtain-firms) and resource
immobility resourcesfrom other firms (Barney, 1991).

Resource based theorists (Barney 1991; Grant 1991; and Peteraf 1993) contend
that the assets and resources owned by companies may explain the differencesin
performance. Resources may be tangible or intangible and are harnessed into
strengths and weaknesses by companies and in so doing |ead to competitive advan-
tage.

The resource based view of the firm (RBV) (Wernerfelt, 1984; Barney, 1991),
as opposed to a relational view, has an inward focus in that it considers a firm's
resources as primary sources of competitive advantage. Providing these internal
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resources (products/services, capital, technology, specialised knowledge, human
resources, contacts and networks, Wilkinson and Van Nguyen 2003) meet certain
criteria(e.g., difficult to imitate and difficult to substitute), then they can form the
basis of creating a superior competitive advantage. In essence, it argues that firms
gain competitive advantage by leveraging internal resources, and that firm factors
explain performance more so than industry factors.

According to resource-based theorists, firms can achieve sustainable competi-
tive advantage from such resources as strategic planning (Michalisin et a 1997;
Powell 1992) management skills(Castanisand Helft 1991), tacit knowledge (Polanyi,
1962, 1966), capital, employment of skilled personnel (Wernerfelt, 1984) among
others.

Social, organizational, and human resources between firms cause afundamental
heterogeneity in their productive potential (Priem and Butler 2001). It is one of the
main theoretical perspectives of HRM research (Sirmon and Hitt 2003).

The resource-based and dynamic capability perspectives also suggest that re-
sourcesthat areintangible, such asthosethat are socially complex and embeddedin
human capital, are most likely to “generate rents” when they are “bundled” with
other resources in a complementary fashion (Barney, 1992; Teece et al., 1997).
Indeed, “there is an interaction between the two kinds of resources of a firm-its
personnel and material resources-which affects the productive services available
from each” (Penrose, 1959: 76). Moreover, because of causal ambiguity, path de-
pendencies, and social complexity, competitorsshould find it harder to duplicate an
advantage when it results from abundl e of valuable, firm-specific resources (Teece
eta., 1997).

According to theinsights of the human resource-based view of thefirm, HRM has
animportant and difficult task in stimulating the peopleinvolvedin organizational change
processes so that they will develop their unique qualities and that they will mobilize
them for the success of the change effort?Doorewaard and Benschop, 2003)

The author assume that organi zations implementing change may find that some
individuals will be uncomfortable with the change and this will bring about resis-
tance. If not understood and carefully dealt with, the resistance may cause a fair
amount of tension and conflict undermining any positive outcome of change.

Based on the resource-based view, in order to build competitive change, intan-
gible resources (including human resources) offer an irreplaceable value to afirm.
Effective HRM practices will constitute effective patterns of communication, em-
powerment and participation in order to “produce” the employees competencies
and commitment required for changes. If HRM measures succeed maintaining and
promoting what is uniquein terms of human potential in the process of change, then
changeswill beeffective, efficient and productivity of organizationswill be achieved.

1.2. Institutional Context of Change

Institutions could be seen from both the structural and social perspective. From a
structural viewpoint, institutions exist asinstitutionalised forms of ‘external social
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constraints’. Fromthe social perspectiveinstitutions can be understood as operating
to enforce a behavioura definition, which may take the form of either ‘cultural
accounts' or ‘cultural rules’. This means that institutions are accounts of how the
social world works and embody normative principlesand social values(Meyer et al,
1994:24).

1.2.1 Literature on Institutional Context of Change

Institutions are the way we structure human interaction — political, social and eco-
nomic — and are the incentive framework of a society (North, 2005). They are
made up of formal rules (constitutions, lawsand rules), informal constraints (norms,
conventions and codes of conduct), and their enforcement characteristics (ibid). In
thisthesis, the author mainly focusesoninformal constraints, whichismorerelevant
to research and practice in thefield of management, compared to fomal constraints
and enforcement.

Institutionalists have stressed theimportance of theinstitutional environment for
understanding the behaviour of organizations (North, 1990).

According to Sahlins (1985), one cannot really understand certain social phe-
nomenawithout understanding both the historical events and the cultural meanings
attributed to these events by the relevant actors. According to the institutionalist
perspective, organizations are socially embedded in a particular society (Geppert,
2003). Organizations can be described using the open-system approach, in which
the organization may be seen as answering the challenges of a new environment.

Alasand Vadi (2006) pointed out that organi zational changes are connected with
ingtitutional devel opment. There are connections between theingtitutionalisation stages
of change at the societal level and types of changein organizations (Alas, 2004a). In
Estonia, an economy in transition, in 90% of organizations transformational took
place (Alasand Sharifi, 2002).

Socio-economic transformation, at both macro and micro levels, could be under-
stood as institutional change, from both the structural and social perspective, em-
bracing both structures and socia values. The elements of an institution may lose
credibility and need redefining — the processes of deinstitutionalisation and
reinstitutionalisation take place (Clark and Soulsby, 1999:40). During deinstitutio-
nalisation the contingent nature of cultural accountsand rulesarerevealed, interro-
gated, contested, opposed, effectively challenged and ultimately overturned. The
process may be gradual or sudden and may affect formal institutions and institu-
tional practices at different rates. Deinstitutionalisation takes away the certainty
associated with ingtitutionalised rules, attacks the meaningful ness of the social world
and thereby reducesthe level of social support and motivation.

From this ingtitutional view, social transition may be interpreted as the period
between the effective demise of one ingtitutional system and the point at which
another ingtitutional system has been established and accepted on new cognitive
and normative grounds. Such circumstances create acute social and psychological
problem for social actors and this period has been called social transience (Clark
and Soulsby, 1999:40).
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Changes in the environment necessitate that organisations modify themselves as
well.

During the stable stage of institutionalisation devel opmental changes mostly take
place (Alas, 2004a). In order to evoketransitional changesadditional ingtitutional forms
could be added to established ingtitutions. Deinstitutionalisation in society, which starts
aperiod of social transience, calls for transformationa changes in organisations. At
the same time reingtitutionaisation starts. If reingtitutionalisation is completed then
transitional changes start to dominate over transformational (Alas, 2004a).

1.2.2. Institutionalization in Chinese History

In order to provide socio-economic explanations, which are rooted in the historical
and contemporary circumstances of societal and organizationa transformation, a
short description of important stagesin Chinese history starting from the founding of
CPC will begiven. In Table 1 Chinese history has been viewed from an institutional
perspective.

By thetime of the First Republicin 1911, imperial Chinawasin ruins: the social
systemwasin collapse; central authority had evaporated; the most lucrative parts of
the economy were in the hands of foreigners; and significant areas of territory had
been lost (Foy and Maddison, 1999). When Communist Party of China (CPC) was
founded in 1921, a new additional institution was created since CPC had totally
different institutions from those of the Nationalist Party (Kuomingtang) which was
theruling party at that time. From 1921 to 1949 the situation in Chinabecame more
and more chaotic, culminating in the country’s military collapse under the weight of
the Japanese invasion and the Second World War and the Civil War followed (ibid).

When the Chinese Communist Party came to power in 1949, it restored central
control under the People’s Republic. National unity with economic independence
wasitspriority.

Table 1. Institutionalization in Chinese History from 1921

Period Event Institutionalization
1921 Foundation of the Communist Party of  Creation of new
China additional institutions
1937-1945 Anti-Japanese War Deinstitutionalization
1945-1949 Chinese Civil War Deinstitutionalization
1949 Founding of the People's Republic of Creation of new
China institutions
1949-1977  Mao Zedong Era: command economy Period of stable
institutions
1978 Start of Chinese economic reforms Deinstitutionalization

Latel970s Opening trade with the outside world, Creation of new
-early-1980s  instituting the household responsibility  additional institutions
system in agriculture
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1980s Creating market institutions, converting  Social transience
an administratively driven command
economy to a price driven market
economy
1990s Creating a viable banking system Creation of new
additional institutions
Late-1990s-  Industrial reform, involving enterprise Reinstitutionalization
early-2000s  reform and the closing of unprofitable
state-owned factories
2001 Entry to WTO Continuation of
Reinstitutionalization

Source : the author

Between 1949 and the eve of economic reform in 1978, China, after long years of
war and revolution, experienced thirty years of peaceful reconstruction unprec-
edented in its modern history (Qin, 2005). It was arecovery period and substantial
progress toward a return to normalcy was achieved in spite of the Sino-Soviet split
and disastrous economic experiments, such asthe Great L eap Forward, which were
designed as short cutsto industrialization, and political errors, the most destructive
of which wasthe Cultural Revolution (Johnson, 1998).Against thisbackground, the
old system andits* planned economy” - like the high accumulation mechanism - did
play amajor roleinthe primary accumulation in China sindustrialization (Qin, 2005).
From 1952 to 1978, GDP measured by value in purchasing power parities was
multiplied by three, while per capita income increased by 80 per cent and the
economy’s structure was transformed and industry’s share of GDP rose from 10
per cent to 35 per cent (Foy and Maddison, 1999).

In 1978 an ambitious reform program was launched in China. Rural economy
wasde-collectivized, private and semi-private enterprises mushroomed, and the state
sector steadily shrank (Zhang, 2004). Reform has been accompanied by decentrali-
zation of economic control. Local governments have gained someor al of the deci-
sion-making power relinquished by the central government (Jia, 1998). The rigid
monopoly of the government over foreign trade and the policy of autarky were
abandoned after 1978 (Foy and Maddison, 1999).

Thereforminthelate 1970sand early 1980s consisted of opening trade with the
outsideworld, ingtituting the household responsibility systemin agriculture, by which
farmers could sell their surplus crops on the open market, and the establishment of
township village enterprises (Chinese Economic Reform, 2006). As well foreign
trade decisions were decentralized.

The second phase of economic reform occurred in the 1980s and was aimed at
creating market institutions and converting the economy from an administratively
driven command economy to a price driven market economy. This difficult task of
price reform was achieved using the dual-track pricing system, in which some goods
and services were allocated at state controlled prices, while others were allocated
at market prices (Chinese Economic Reform, 2006). Thelate 1980sand early 1990s
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focused on creating a pricing system and decreasing the role of the statein resource
alocations. Inresponseto the greater yiel ding to market forces, competition emerged,
resource allocation was improved and consumer satisfaction was increased.

In the 1990s, the focus of the reform was to create a viable banking system
which could control the economy viamonetary policy and issueloans onthe basis of
profit and loss, rather than by political orders(ibid).

The persistence of state-owned enterprises and the lack of competition in trade
and industry have hampered economic reform in China. The inefficiency of state
enterprises has led to a vast network of subsidies, and the deficits of state enter-
prises have been financed to an increasing extent by bank credits (Dorn, 1989).
Considering these situations, the reforms of the late 1990s focused on enterprise
reform, closing unprofitable enterprises and dealing with insolvency in the banking
system.

Asof 2001 Chinabecame amember of WTO. Itis*ahistoric step in the process
of reform and opening to theworld’ as President Jiang Zemin said (President Jiang,
2002). It presents anew stage of reform and opening to the outsideworld, i.e. from
self designed process of reform and opening to real integration into international
system. China’sentry into the WTO will make China’sdoor even more open (Chow,
2000). Whileitis pursuing institutional reformsin state-owned enterprises and the
banking and financial sectors, it is aware that the reforms and the accompanying
globalization of the Chinese economy have to proceed in an appropriate speed.
Meanwhile, there was a great impact to the thinking and process of the policy
making, as well asto the society and culture.

To summarize, since the 1970s, fundamental transition has transformed the eco-
nomic landscape of the People's Republic of China. One of the central aims of the
reform in Chinais to improve the performance of the economy, which ultimately
boils down to performance of the firm, especialy the previously inefficient state-
owned enterprises (SOEs) (Tan J. and Tan D, 2003). Over the past several decades
China has experienced significant changes in transforming its bureaucratic system
of state planning into a more market-oriented economic regime.

1.2.3. Cultural Institution

According to Meyer (1994), institutional context iscomposed of structural and cul-
tural account. Besidesthe analysisof influence of structural insititution on organiza-
tional change, the auhor also focuses on the impact of cultural context on change
management practice in this dissertation.

National culture as an integrative phenomenon comprising traditions, norms, re-
ligious believes, etc. isan embedded institution. Asevery institutional environment
provides lots of indicators of the most efficient practices, procedures and skills,
which increase expected return on efforts and investments (North 1990), itsinflu-
ence on individual choices and behavior isinevitable. That iswhy we suppose that
cultureisone of important contingenciesthat may matter for applicability of certain
change management approaches. For example, we suggest that certain dimensions
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of culture may affect both theinitial stage of change program, when targets are set
and plans are elaborated, and the process of change implementation (for example,
tolerance towards ambiguity may result in readiness or even willingnessto rely on
emergent events).

To anchor our discussion of cultural factor, the author has chosen to rest upon
the model and findings of the GLOBE project (House et al. 2004) as it represents
the most extensive up-to-date comparative study of this kind. For our analysis we
used modal values (as opposed to modal practices) as a manifestation of national
culture. Indicators of modal values (“What Should Be") stand for embedded beliefs
and norms and can be considered more stable attributes of national culture. While
the way things are done (indicators of “What Is") is constantly changing as new
attitudes and values are institutionalized in the overall transition process experi-
enced by all the three countries concerned. That iswhy we argue that indicators of
values are more suitable proxiesfor national culture for the purposes of our discus-
son.

The author suggests that among GLOBE cultural dimensions, there are Uncer-
tainty Avoidance, Future Orientation, and Performance Orientation that have most
influence on the problems of planning and control, that is why we focus on these
threedimensionsonly in our further discussion. Based on the conceptual essence of
these dimensions, it can be expected that if the level of Uncertainty Avoidanceis
high for the nation in general, individuals may tend to draw up detailed and extensive
plans. Cultures with low scores of Future Orientation and Performance Orientation
show the capability to enjoy the moment and be spontaneous (House et al. 2004). In
business context the latter can beinterpreted aswillingnessto take emergent events
as a matter of course or to play by ear. Low Performance Orientated societies do
not attribute high importance to a task; they value compliance with traditions and
established patterns comparatively more. People in such cultures tend to be more
resistant to changes.

Here the author presents a short description of cultural background of China
aong three GLOBE dimensions in discussion.What are the evidences about Chi-
nese culture according to the GLOBE scores?

Uncertainty Avoidanceisvery high (China sscore 5.28 is close to the maximum
observed value of 5.61), which on national level isassociated with long-term orien-
tation in organizational practices (House et al. 2004). Thismay result in existence of
numerous common patterns and values which are rather rigid because of their im-
manent idea of cementing and stabilizing everyday activities. One of the instru-
ments, which are frequently used to manage uncertainty, is planning, so in the busi-
ness context one may expect lots of managerial effortsin drawing up detailed plans.
High level of Uncertainty Avoidance also inhibits innovativeness as novelty intro-
duces additional ambiguity and thusleadsto resistance. So in the process of change
plan implementation one may predict low level of plan execution or substantial de-
viationfrominitial plans.

Chinese Performance Orientation score (5.67) is below the mean value (5.94).
It provides insights about such aspects as external adaptation and attitude towards
time. Chinese people posses external locus of contral, i.e. they do not attempt to
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control natural forces and emphasize the value of harmony with the environment.
They view time asacircular and perpetua resource and do not feel much urgency
in getting thingsdone (House et al. 2004). Asaresult Chinesetend to rely on natural
flow of events and be tolerant to unanticipated changes.

Chinese society scores lower on Future Orientation (4.73) in comparison with
themean value (5.48) , which alsoillustrates attitude towards time and traditions. In
Chinese culture a transitional view of changes is installed, which incorporates an
idea of non-linear time and interdependence of past, present and future. Further-
more current human actions are considered to be only one of thefactorsinfluencing
realization of goals (House et al. 2004). Chinese approach to change has received
academic attention and was conceptualized on firm-level (e.g. Marshak 1993; Sun
& Alas, 2007) and can be resumed as journey-oriented, processional and cyclical,
embracing spontaneous flow of actions with low sense of urgency.

The evidences of the three dimensions of China serve asthe basisto analyzethe
impact of national culture on organizational changein Chinese companies.

1.3. Literature of Research on Change Management
1.3.1. Division of Research on Organizational Change

Scholarsusually study features of organizational change such as content, type, struc-
ture and process. Armenakis and Bedeian (1999) have divided their work on orga-
nizational change into (1) content research, (2) contextual research, (3) process
research and (4) criterion research.Nutt (2003) combines structure and process.
He sees the structure and process as complementary elements of organizational
change and urges usto consider them both when conducting research into thisarea.
Structural research assumes a descriptive approach, pointing out the features of
organizational change such as strategy, |eadership and so on. Research into process
explores how organizational changess take action. While the structural research by
Nutt (2003) is similar to content research (Armenakis and Bedeian, 1999), process
research is a part of both approaches. Both of these contribute to the triangular
model of change developed by Ruth Alas (2007). Sherefersto the first component
as ‘types of change’ and the second as the ‘ process of change’. Although the type
and process of change are both important building blocksin any model dealing with
change, there is also a third crucial factor- ‘the readiness to change'. There are
forces for change and forces for stability in every organisation (Leana and Barry,
2000). The readiness factors is like a bridge between identifying what needs to
happen and actually implementing the change. There are also sub-components for
each of the three components. Three main components of ‘types of change’ are
scope of change, duration of change and initiator of change. Three crucial elements
are included in the ‘change process :the trigger event, core process and support
process. When analyzing ‘the readiness to change’, three factors should be taken
into consideration —organizational learning, employee attitudes towards change and
organizational culture.
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Struckman and Yammarino (2003) combine types of change with the readiness to
change, but they do not consider the aspect of the process. The readinessto change
could be linked to criterion research, if we take this as the outcome of previous
activities and changes. Similarly, contextual research could be linked to the model
through theinstitutional environment within which the organizations operate.

In content research most theorists divide change into two types according to scope:
change taking place within the given system, and change aiming to change the
system itself. The most popular terms for this classification are first order change
and second order change. First order change provides a method for managing sta-
bility. It helps one to manage current strategy more effectively and efficiently
(Bartunek 1993). Second order change calls for innovation in order to lead the
change. It searches for agreement about what the end result should be and then
considers how the organisation could be changed to meet these new expectations.
Second order change is difficult to carry out because information gathering in an
organisation will tend to reify the rules, culture, strategy and core processes that
make up its current paradigm (Nutt and Backoff 1997).

Thereisanother model for organizational change, which isthe most recent one. Jeff
Hiatt (2006) explainsthe origin of the model and exploreswhat drives each building
block of ADKAR in hisfirst complete text on the ADKAR model. Research shows
that problems with the people dimension of change are the most commonly cited
reason for project failures. In a study with 248 companies, effective change man-
agement with employees was listed as one of the top-three overall success factors
for the project. Helping managers be effective sponsors of change was considered
the most critical success factor overall.

Effective management of the people dimension of change requires managing five
key goalsthat form the basis of the ADKAR mode!:

» Awareness of the need to change

* Desire to participate and support the change

» Knowledge of how to change (and what the change looks like)

« Ability to implement the change on aday-to-day basis

» Reinforcement to keep the change in place
It isimportant to learn how to build awareness, create desire, develop knowledge,
foster ability and reinforce changes in an organization. The ADKAR Model is
changing how peoplethink about managing the people side of change, and provides a
powerful foundation to help people succeed at change.

1.3.2. Different Process M odels
There are quite few process models developed by different researchers in change

management field. Among them Lewin's model is ailmost the most well-known.
Lewin’s (1989) basic model consisted of three steps: unfreezing, moving, and re-
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freezing. By Schein (1986) unfreezing is an alteration of the forces acting on the
individual, such that his stable-equilibrium isdisturbed sufficiently to motivate him
and to make him ready to change. It is creating afelt need for change by increasing
motivation to change. Individuals are encouraged to abandon old behaviours and
attitudes and become open to accept new ones. This can be accomplished either by
increasing the pressure to change or by reducing some of the threats or resistance
to change. During moving or changing phase anew organizational vision, mission,
strategy, structure, and technol ogy facilitates new directionsfor change. Employees
start to experience changes in their attitudes and behaviours. This process occurs
basically by one of two mechanisms: identification or internalization. Identification
means that person learns new attitudes by identifying with and emulating some
other person who holds those attitudes. I nternalization meansthat the person learns
new attitudes by being placed in a situation where new attitudes are demanded.
Refreezing refers to the process by which the newly acquired attitude comes to be
integrated into thetarget’ s personality and ongoing relationship. (Schein, 1986). During
refreezing stage enabling employeesto practice and integrate new behaviourswith
appropriate rewards helps to stabilize changes.

In fact before Lewin, Tichy and Devanna (1986) already published their three
stepsmadel: (1) recognizing need for change, (2) creating vision, and (3) institution-
alizing change.

Then in 1989, the self-design change strategy by Mohrman and Cummings (1989)

came out and is described in three stages as Lewin’s model:

1. Layingthefoundation. It includesacquiring knowledge, valuing and diagnosing.
Valuing means determining the corporate values that will be needed to imple-
ment the corporate strategy. Diagnosing shows, what needs to be changed to
enact the corporate strategy and values.

2. Designing. The board parameters of anew organization are specified. The specif-
icsareleft to betailored to the lower levels of organization.

3. Implementing and assessing. It includes an ongoing cycle: changing structures
and behaviours, assessing process, and making modifications. Theimplementing
and assessing activities may lead back to first step.

A self-design change strategy helpsafirm to gain the built-in capacity to design and

implement its own organizational transformation. Thisapproach promotes organiza-

tional learning among multiple stakeholdersat all levels of thefirm, providing them
with the knowledge and skills needed to change organi zation.

In the mid of 1990s Hussey (1995) discussed three stages for the change pro-
cess.

Thefirst stage is implementation. Thisisthe detailed planning stage, when the
broad vision is converted to strategies and detailed plans; goals are defined and
responsibilitiesassigned. In this stage we are planning not only what we must do, but
how wemust doit. For example, we should set strategic plans, short-term plansand
budgets.

The second stage isensuring. It isthe process of monitoring and control to keep
the implementation actions on track. Organizations have control systems but these
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are not always adequate for monitoring change process. Ensure the control system
does more than pass information along. Pay particular attention to those tasks that
will delay the project if they are not performed to time. Accept things might go
wrong and that quick responseis therefore vital .

Thethird stageisrecognition. Thisincludesthefollowing activities.Give constant
recognition to the parts others play as the change process moves forward. Use
opportunity to reinforce the behavior you want from others. Take opportunities to
acknowledge publicly the genuine achievements of othersin aiding the change pro-
cess. Do not indulge in empty praise and insincere comments. Have regular per-
sonal performance reviews for people who are reporting to you so that both of you
havethe opportunity to devel op relationships and avoid surprise.

In 1998 K otter put up his8 step model, which is one of most popular process models
intheworld. It includes eight phases in the change process as follows:

1. Establishing asense of urgency by relating external environmental realitiesto
real and potential crisesand opportunitiesfacing an organization.

2. Formingapowerful coalition of individualswho can rally othersto support the
effort. Encouraging the group to work together as a team.

3. Creating avision to help direct the change effort and devel oping strategies for

achieving that vision.

Communicating the vision through numerous communication channels.

Empowering othersto act on the vision by changing structures, systems, and

proceduresthat seriously underminethevisioninwaysthat will facilitateimple-

mentation.

6. Planning and creating short-term wins and building momentum for continued
change.

7. Consolidating improvements and producing still more change. Changing such
structures, systems, procedures, and policiesthat aren't consistent with the vi-
son.

8. Institutionalizing the new approaches by articul ating connections between the
change effort and organizational success. Devel oping the means to ensure
|eadership development and succession.

oA

After the new millenium started, another theory about the stages of change came
out, which a so includes three main stages ( Morgan, 2005):

Stage 1. The organization articulates the challenges that are motivating it to
change. It designs a response and establishes goals.

Stage 2: The actual change took place. It's in the details of this stage that the
proverbial devil lurks. Thisstageisone of execution and adjustment to hard, practi-
cal redlities.

Stage 3: The organization reviews what it haswon and lost. This stage is about

acceptance of limitations and adjustment to the new realities of the post-change
world.
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To sum up, among al the process models mentioned above, only Kotter’'s model is
consisted of 8 steps while &l others is made up of three steps. To present a clearer
picture of these models, the author listed all 3-step change processmodelsin Table 2.

Table 2. Different 3- step change process models

Name Year | Step 1 Step 2 Step 3
Morgan 2005 | Articulation of the the actual Reviewing what it
challenges change has won and lost
Kotter 1998 | establishing sense of | empowering, institutionalisation
urgency, forming a planning and
coalition, creating a consolidation
vision and
communicating
Hussey 1995 | implementation ensuring recognition
Mohrman’s | 1989 | Laying the Designing Implementing and
and foundation assessing
Cummings
Lewin 1989 | unfreezing moving refreezing
Tichy and | 1986 | recognizing need for | creating vision | institutionalizing
Devanna change, change

Source : the author

1.3.3. “Hard”

and “ Soft”

Organizational Elements

In this dissertation one target for study isthe “hard” and“soft” organizational ele-
mentsin organizational change. Here the author presents the definitions of “hard”
and" soft” organizational elements.

According to Andreeva (2008), alist of key organizational elementsiscompiled,
based ontheliterature analysis (Greiner 1972; Hannan and Freeman 1984; Tushman
et al. 1986; Burke and Litwin 1992; Romanelli and Tushman 1994). The list in-
cluded thefollowing 11 elements:

e corporate mission, ideology

business strategy
organizational structure
distribution of power and authority in the company
organizational culture, key values
management system as a whole
key personnel in the organization
qualitative structure of the staff (skills, knowledge, etc.)
production technology
operational rules and procedures
functional systems (i.e. production, sales and marketing, finance, human

resources management systems)
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Andreeva divided the elements listed above into two groups according to their
nature. “Hard” elements include elements connected with procedures and rules,
which are usually formalized and detached from people. Compliance with these,
rulesis often obligatory; they guide every day functioning of enterprise organism.
The following elements: strategy, structure, management system as awhole, tech-
nology, operational rulesand procedures, and functional systems could be ascribed
inthelist of “hard” organizational elements.

The rest elements make up a group of “soft” factors, which concern peoplein
organization (key personnel and qualitative structure of the staff) or deal with val-
ues, norms and beliefs (corporate mission, ideology, distribution of power and au-
thority, organizational culture, key values).

It should be admitted that thisdivision isrelative, because“hard” organizational
factorsalwaysinclude soft” ingredients (corporate strategy isdevelopedin consis-
tencewith ideology and individual inclinations of top-managers; technology implies
tacit knowledge and personal skills, etc.). Thisgroupingisconsidered akind of tool
for analysis of the applicability of planned change model. According to Andreeva
(2008), the applicability of planned change model can depend on particular organi-
zational elements that are targeted within change management program.

1.4. Literature on Change Management In China
1.4.1. Literature on Change Management from Chinese Source

Chinese researchers have done research about organizational changein China. Al-
though very few articles wrritten by native Chinese researchers could be found in
noted international jornals, alot of papers written in Chinese language have been
publsihed in Chinese academic journals. Hereby the author briefly introduced the
most recent studies from Chinese source under different divisions.

Firstly, the author found some papers about the general circumstances of organi za-
tional changein China. Zhou Xuelin (2002) wrote an article-Research on Organiza-
tional Change in Chinese Companies, which provided insights to three main ques-
tions: Why do the companies need change, why do organizational changesfail and
how can Chinese companies achieve the sucess of organizational change. Wang
Zhi-ping (2005) analyzed the interactions and interlinks between change on
managment and managment on change. In the same year Wang Pei and Kang
Tinghu discussed the shortcomingsin the management of organizational change and
prosposed the adopting of systematic framework (2005). Huang Wei zhong and Zhai
Lili (2007) made an attmpt in discussing the trend of organizational changein Chi-
nese enterprises. They pointed out that Chinese compani es should constantly change
along with the change in macro environment in order to achieve sustainable devel-
opment. However, it didn't present a clear picture of the trend in organizational
change in China. Neither was the direction of the organizational change is pre-
dicted.
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Secondly, there are some Chinese researchers in change management who wrote
some articles about the strategies for organizational changein China. For example,
Zhang Dingkun (2000) published apaper entitled Evolutionary and Revol utionary—
the Study for Organizational Change, in which he summarized the studiesin recent
years about organizatinal change based on the integration of several casesin prac-
tice and theories on evol utionary and revol utionary change. He proposed these two
strategies should be adopted in turns during the process of company’s devel opment
and he also pointed out there is internal links between these two and they can
transform between each other. There are also another several Chinese researchers
who studied evolutionary and revol utionary change. Yu Donghui, Huang Lihuaand
Shi Guanghua (2003) focoused on business process engineering and wrote an ar-
ticle named Implementation of Business Process Reengineering:Revolutionary
Change and Evolutionary Change. They compared these two strategies and sug-
gested several rules on how to correctly practise them.

Thirdly, the author found some studies about some specific aspects about organiza-
tional change in China. There was one study about the process model of organiza-
tional changesin Chinadone by Chen Youxing (2004), who compared three models
in thoery and practice and concluded that predication model and leading model are
much more efficient and effective than passive model. Morover, there was a study
about the connection between the change in organizational structure and the moti-
vation of research staff by Wang Tieshan (2004). He stressed the importance and
necessity in adjusting the organizational structure according to the needs and indi-
vidual features of research staff. Through changing the elements of organizational
structure, the direction and content of motivation will be improved. Furthermore,
the author found another study concerned about the change in business-operating
process. Yu Donghui, Fang Zhen and Huang Lihua (2005)worked out a model of
factors influencing business-operating process through the analysis of difficulties
involved and different influencing factors.

Lastly, some Chinese researchers studied changesin terms of the types of Chinese
companies. For example, Li Guorong (2006) explored the innovation of collective-
owned Chinese companies based on the western literature on the change model of
transformational companies. He explained that currently the collective-owned Chi-
nese companies and transformational companies defined by western researchers
share similaritiesin business goal and developmental stage. Meanwhile, Shen Kun
(2006) wrote a paper about the change management in small-sized companies with
an aim to provide insights to small-sized companies managers about managing the
drastic changes. He analyzed the strategies used by some famous private compa-
niesin China, which grew successfully from avery small size into ahuge size.

To sum up, most of the change managment publications in China are based on
western literature. There are also alot of Chinese publications about change man-
agement, similar to western ones. However, in fact they are both influenced by
western literature and by its own culture - which isdominated by Confucian thinking
or some other religious thoughts, e.g. Buddism and Taoism (Marshak 1993).

31



1.4.2. Western Literature on Change Management Introduced to China

In China the trandation of western literature on management into Chinese dated
back to 1980s. Hicks' ‘ Introduction to Industrial Engineering and M anagement Sci-
ence’ wastrandatedin 1981. Only until 1990s Chinese publishersstartedto bringin
books on change management. For example, Peters ‘Thriving on Chaos: Hand-
book for a Management Revolution’” was translated in 1990 and Senge's ‘ The art
and Practice of Innovative Organization” wasin 1998. These books introduced the
overall aspects of managing changes, through which Chinese managers started to
have someinitial understandings about managing changes. Then after 2000 Chinese
researchers and readers witnessed a sharp rise in the number of translated western
books on change management. Hynes' ‘ Managerial Communication: Strategiesand
Applications and Bothwell’s‘ Management Communication’ weretrandated in 2006
and they equipped Chinese managerswith skillsand knowledge on how to commu-
nicate and empower employees. Meanwhile, Drucker’s ‘Managing in A Time of
Great Change' and ‘ Innovation and Entrepreneurship Practice and Principles’ were
introduced to China, which taught Chinese managers strategiesto cope with changes
in new era. Moreover, some researchers started to analyze changes in Chinese
organizations from various perspectives, for example, Sun and Alas wrote one pa-
per on changesin Chinese companiesfrom the ingtitutional perspective (2007) and
another paper by applying the resource based view (2007).

Besides the western books that are translated into Chinese, there are also some
original English books on change managment that could be found in the largest
libraries in China. The following table ( Table 3) shows the relevant information
about these books.

Table 3. English Books on change managment available in China

Year | Author Title

1995 | Carnall, Colin Managing change in organizations

2000 | Burnes, Bernard Managing change: a strategic approach to
organisational dynamics

2001 | Thomas, Stephen, J Successfully managing change in organizations : a
user's guide

2001 | Weiss, Joseph W. Organizational behavior and change: managing
diversity, cross-cultural dynamics, and ethics.

2003 | Lee, William, W. Organizing change: an inclusive, systemic
approach to maintain productivity and achieve
results.

2005 | Rothwell, W.J. & Practicing organization development: a guide for

Sullivan, R. consultants

2006 | Bradley, Gerald Benefit realisation management: a practical guide

for achieving benefits through change.
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2006 | Bunker, Benedict. B. | The handbook of large group methods: creating
systemic change in organizations and

communities
2006 | Davila, Epstein. M.J., | Making innovation work: how to manage it,
& Shelton. R. measure it, and profit from it.
2006 | Murray, P. Poole, D. | Contemporary issues in management and
& Jones, (5. organisational behaviour.
2007 | Moeller, Scott Intelligent M&A: navigating the mergers and

acquisitions minefield

2008 | Clark, Timothy R., Epic change: How to lead change in a global age

Source : the author

It can be seen that new books were introduced to China almost every year or every
two years, and the most recent books on change managment could be found in
China.

To conclude, there are alot of western literature on change managment availblein
Chinaand they have significant influences on the Chinese researchersinthefield of
change managment. From the Chinese publications, it can be seen that most of the
authors built their work on the basis of western literaure. Few of the studies were
based on the research conducted by author themselves, through the tools of case
study, surveys or interviews. They just discussed or analyzed the current circum-
stances of organizational changein Chinese companies based on the western theo-
ries about organizational change. Without the basis of results achieved from re-
search tools, their analysis may be not reliable in representing the whole case of
organizational changes. For example, the author couldn’t find the corresponding
description of organizational changein Chinese companieswith the aspectslistedin
the previous part (1.3.). Therelevant information in Chinese context about the pro-
cess model, the content, contextual, process and criterion research on change are
not reflected in the publications available in Chinese database. So one question is
raised: are the western theories on change applicable in China? From different
resourcesincluding both foreign and domestic, it could be said that, generally speak-
ing, they are applicable. However, there are specific feauresin Chinese context that
should be considered. This serves as an impulse for the author, as anative Chinese,
to explore the organizational change in Chinese companies on the basis of theinte-
gration of her persona experiences and knowledge about China and the reliable
inforamtion gained from several research tools.

1.5. Organizational Change in Transition Countries
Compared to other captialist countries with stable institutions, the organizational
changeismore dramatic and intensein transition countries. Thetransition countries

are undergoing unprecedented transitionsintheir social, legal, and economicinstitu-
tions As Hoskisson et al. (2000) explain, ‘ enterprise strategies in emerging econo-
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miesaretherefore facing strong environmental pressuresfor change, yet thischange
is neither smooth, automatic, nor uniform across different markets.’

Societal and cultural change have been especially strong in so-called transition coun-
tries. It means that the problem of managing change is highly relevant in these
countries, e..g Russia, Chinaand Estonia. The transition to market economy urged
most organizations in these three countries to adapt to new environmental
challenges.The operating environments in Russia and Estonia have been challeng-
ing companies by their political and economic instability since the end of the1980s
(Ketsde Vries 2000; Aron 2002). Whilethe general political and economic situation
has stabilized in the 2000s, the recent years brought new challenges, such as, the
intensification of competitionin many industries or accessiontotheWTOin Russia
(Rutherford & Tarr 2005) or entering the European Union in the case of Estonia
(Alas, 2007). Chinainitiated an experiment with private ownership and opened up to
the outsideworldin 1978 (Waldman, 2004). Several major developmentshavegiven
special momentum to those changes: China entering the WTO, the opening the
western regions of China, building up an information network, transforming new
management systems nationwide, and encouraging innovations, investments, and
entrepreneurship (Wang, 2003).

Thus, companies have been facing a strong need for internal changes in order to
adapt to externa transformations (Khait et al. 1996; Growth Management 2001).
In the beginning, the burden of thistask for Russian, Estonian and Chinese manag-
erswas doubled by the fact that most of them were unfamiliar with such situation
after the stable period of planned economy. They had to gain knowledge and skillsin
change management. So a question arose: what approaches to change manage-
ment have they been adopting? The author also compared China with Estonia and
Russiain organizational changein thisdissertation.

To summarize the theories used in the thesis, the author created the following table
in order to present a clearer picture to readers. It is certain there could be a lot of
factorsrelated with organizational changesin Chinese companies. However, dueto
the limited space of this thesis and the based on the previous literature, the author
decided to research on three points: content, process and readiness. Firstly, the
author studied the content of changee - what changed and how they changed in
several papers, e.g. how institutional context influneces Changesin Chinese Orga-
nizations and chinese institutional context influences chinese peopl€e's vaues and
attitudes to change. Secondly, the author studied the process model of organiza-
tional changesin china. Thirdly, the author specifically focused on theinter-links of
threefactors of thereadinessto change. Then the entirethesisisableto deliver an
overall information about the organziational changesin China.



Table 4. Summary of the theories used in the thesis

Author Theory on Brief explanations
organizational
change
Armenakis content features of organizational Two types
and Bedeian | research change such as types, strategy, | of change
leadership and so on according
to scope:
first order
change and
second
order
change
Armenakis contextual could be linked to the model
and Bedeian research through the institutional
environment within which the
organizations operate
Armenakis process how organizational changes
and Bedeian, research take action
Struckman and
Yammarino
Armenakis criterion could be linked to the readiness
and Bedeian, research to change if we take this as the
Struckman and outcome of previous activities
Yammarino and changes
Ruth Alas triangular - types of change: scope,
model of duration and initiator of change
change - process of change: the trigger
event, core process and support
process
- readiness to change:
organizational learning,
employee attitudes towards
change and organizational
culture
Different Process models | Unfreezing, moving,refreezing
authors

Source: the author
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II.'THE EMPIRICAL STUDY IN CHINESE ORGANIZATTIONS

2.1. The Research Process

In this section the author first introduces triangulation and then explains the re-
search process.

2.1.1. Triangulation

The author uses multiple forms of triangulation in these research-Multiple sources
and techniquesin the data gathering process were chosen to increase the credibility
and trustworthiness of the study (Yin, 1994). The author’sanalysisisextensive, and
the method compares information from different types of data sources through a
technique called triangulation (Stake, 1995, p. 107). In social research, the term
triangulation isused in alessliteral sense— it involvesthe use of multiple methods
and measures of an empirical phenomenon in order ‘to overcome problems of bias
and validity’ (Blaikie, 1991, p. 115). Furthermore, Jick (1984, p. 365) argues that
triangulation ‘ can be something other than scaling, reliability and convergent valida-
tion. It can also capture a more complete, holistic, and contextual portrayal of the
unit(s) under study’. Snow and Anderson (cited in Feagin et al., 1991) asserted that
triangulation can occur with data, investigators, theories and even methodologies.
Denzin (1989) identified four typesof triangulation: datasourcetriangulation, when
the researcher looks for when the data remains the same in different contexts;
investigator triangulation, when severa investigators examine the same phenom-
enon; theory triangulation, when investigators with different view points interpret
the sameresults; and methodol ogical triangulation, when one approachisfollowed
by another, to increase confidence in the interpretation.

In this research multiple forms of triangulation wereused by the author. Firstly,
thereistheory triangulation: the phenomenon of organizational changesis studied
from different angels: types, process, readiness and values. Secondly, data triangu-
lation with data coming from different sources, including research results from dif-
ferent studies, results of interviews, observations and written materials. Moreover,
method triangulation is used — the data is collected and analyzed using different
methods, including interviews, different questionnaires and observations.

2.1.2. Research Process

The research process started in 2005 with gathering literature concerning theoreti-
cal views on organizational changes. Literature and relevant data were gathered
across books, academic journals, institutional publicity and websites. They were
studied in order to acquire a deeper and more thorough understanding of thistopic.
These provided asound basis for the general description of organizational changes

36



in China. Then empirical surveys were designed for each research task based on
theresearch of literature. All the questionnairesand interview questions, which will
be explained below, were trandated from English into Chinese and then re-trans-
lated from Chinese into English by different people. Then the versions were com-
pared to make sure all questions are the same in language. Finaly afinal vesion
was made based on the comparison. The whole processis along procedure.

Following presenting the theory about organizational changes, the next step will
be conducting a survey to acquire deeper and more practical knowledge about the
implementation of organizational changesin China.

Theauthor adopted aninterview concerning changein Chinese organizations. The
guestionnaire adopted in the survey was designed by Ruth Alas (professor in Esto-
nian Business School), who isan expert in thefield of change management. In 2006
interviews with top managers or members of management teams were conducted
in 160 randomly sel ected Chinese organisations by the author. Among 160 compa-
nies, in 39.4 percent of companies, the top manager or CEO answered the ques-
tions. In 40 percent of the organizations, deputy directors or vice general managers
wereinterviewed. Therest of the respondents were working as middle managersin
different functional departments, of which 5 percent and 3.8 percent specialized in
HR and marketing, respectively. The others were responsible for other depart-
ments, such as finance (3.1 percent), sales (2.5 percent), project management (2.5
percent), assistance (2.5 percent) and customer service (1.3 percent). All
interviewees had experienced arecent organizational changein their organizations,
and have been directly involved in strategy formulation and implementation. Apart
from their knowledge and views on the questions asked, the interviewees were
encouraged to elaborate on the process and complexities of the organizational changes
experienced inside the companies.

The author analysed the results of these interviewsin Study I, 111 and V. Firstly,
in Study | the author studied the change management in Chinese companies from
human side (first research task). Based on the research results the author identified
the main problems associated with human resource and make specific
recommenditionsto the human resource management function in order to facilitate
the success of organizational changes.

After the features associated with HR in process of change implementation
were identified (first research task), the second research task arose. One cannot
really understand certain social phenomenawithout understanding both the histori-
cal events and the cultural meanings attributed to these events by the relevant ac-
tors. The institutional environment includes two aspects: structural and cultural.
Cultural institutionsrefer to valuesamong people. These values haveinfluenceson
the change implementation process. So in order to have a deegper understanding of
change implementation in Chinese organizations, people’svalues should be studied.
A guestionnaire designed by Lembit Ttnpuu from EBS, and devel oped further by
Ruth Alas and Jaan Ennulo from EBS was used. The research was conducted in 29
Chinese companiesin 2005-2006 with 1303 respondents. It aimed to evaluatethe 9
value groupsincluding organizational-legal values, social values, cultural values, per-
sonal values, specialty-related values, ethical values, valuesrelated to mode of life
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, businessideological values and leadership ideological values. In study Il , the au-
thor compared people (older age group) with work experience from the pre-reform
period—ypre-1978 China, with those who started their work lifein asociety that had
aready changed and become open to foreign investments (younger age group). The
author created amode of institutionally sensitive work-related values.

After studying Chinese employees' values (part of cultural institutions), the au-
thor continued the research on the institutional influences on change under macro
environment. The third research task is to identify the types of changes that were
implemented in Chinese companies. Based on the in-depth interviewsin 160 com-
panies, the author studied how different environments in history have influenced
changesin Chinese organizations and identified the types of change in Study I11.

In order to complete afull study in changeimplementation in Chinese companies,
it is also necessary to study the readiness to change. The organizational ability to
learn decides the success of implementation of change. The employees’ attitudeis
also adeterminant in the success of change. Meanwhile, both the learning and the
attitudes are affected by organisational culture. The fourth research task isto dis-
cover the connections between organisational culture, organisational learning and
employees’ attitudes toward change and analyze the readiness of changesin Chi-
nese organizations (Study V). A research was conducted in 2005-2006 in 29 com-
panies. 1303 respondentsfulfilled three questionnaires. aquestionnaire about orga-
nizational learning, a questionnaire about attitudes toward changes and a question-
naire about organizational culture. First two questionnaires about learning and atti-
tudeswere developed by Ruth Alas. Questionnaire about organizational culturewas
developed by MagjaVadi from University of Tartu. In Study 1V the author analyzed
the results of these questionnaires and found out the links between these three
factors. There are specific featuresin organizational culture and learning in Chinese
companies. The author developed a model about impact of organizational culture
upon organizational learning and attitudes toward changesin Chinese organizations.

Then, the author comes to the fifth research task based on all findings revealed
by the four completed research tasks . The fifth research task is to discover the
common featuresinvolved in the process of changeimplementation in Chinese com-
panies and to recommend a process model (Study 111, Study 1V, Study V and Study
V1). Based on the interview question results from 160 companies, the following
elements of change implementation were analyzed: types of changes and duration,
initiators of change and factors that Changed, steps in change process, reactions to
change, resistance to change and overcoming resistance. The author also made
recommendationsto the managersin Chinese organizationsin paying special atten-
tionto five activitiesin change implementation process.

After completing the five studies explained above, the author completed a case
study based on her personal observations and participations in order to give an
exampleto show the change implementation in practicein Chinese companies. The
case ( Study V1) displays a series of changes that happened in a private Chinese
company inaconservativeinnerland city in China.

Finally in order to achieve the sixth and seventh research tasks, the author and
other co-authors did an another survey in China, Estonia and Russia. A question-
naire evaluating content, process and results of change was sent out in order to
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collect information about the details of change implementation. The questionnaire
was pilot-tested with a number of experts. The follow-up interviews with these
expertsindicated that the multiple choice questionsincluded al| potential optionsand
suggested some minor improvements in questions’ wordings and format to ensure
that they will be properly understood. The questionnaire was initially in Russian
language (Andreeva, 2008), ant it was trandlated to Estonian and Chinese.

In February 2007 the author sent questionnaires to 73 Chinese companies and
received 55 feedbacks. In each company one person answered the questionnaire.
The response rate is about 75%. The questionnaires were also sent to 59 Russian
and 71 Estonian companies.

Based on the combination of the resultsfrom this questionnaire and thein-depth
interviews, the author compared the features of change implementation in China
with Estoniaand Russia and analyzed the applicability of western planned change
aproach on hard and soft organizational elements ( Study VII and VII1).

2.2. The Propositions for Empirical Analysis

In this subsection the author presentsthe propositions for analysis and the basisfor
formulating them.

Considering thelong history of central planning economic regime existing before
the current market economy and the socialist political regime prevailing for six de-
cades, thetotalitarianismlevel in Chinacould beregarded asvery highin China. So
the author made thefirst proposition asfollows. More detailed theoretical basisand
reasoning for this propositionisshownin Study | and V.

P1: Inthe processof changeimplementation in Chinese organizations one main
characteristicisahigh level of centralized authority and alow level of employees
involvement and empowerment (Study I, 111, V).

The transition from a planned economy to a market economy has brought about
political and cultural changes, which will naturally lead to changesin value systems
(Luand Alon, 2004). Theyounger generation who have grown up during economic
changes period in China may hold different values with those people who have
started work experience from pre-reform period. So the second proposition is con-
structed asfollows:

P2: In Chinathere are differencesin work-related val ues between different age
groups, i.e. older age group with work experience from the pre-reform period —
pre-1978 Chinaand younger age group who started their work lifein asociety that
had already changed and become open to foreign investments (Study I1).

Thethird proposition is about the types of organizational changes occurring under
the context of drastic social changes in China. More detailed reasoning for this
propositionisshowninstudy I11.

P3: During socia transience the deegpest changes in terms of scope - transforma-
tional changestook placein Chinese organizations (Study I11).
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According to social scientists, behaviour is a function of the meaning of a given
situation. Participantsin social events bring to them prior meanings and stereotypes,
which can be understood only inahistorical and cultural context (Sahlins, 1985).Taking
into consideration the specific cultural context and the transformationitself in China,
the author assumes that there should be differences exisiting between China other
western countries in organizational learning and organzational culture. Therefore
thefourth proposition is constrcuted.

P4. In Chinaorganizational |earning and organzational culture have specific fea-
tures, which are different from those in western countries. (Study 1V)

Thefifth proposition isabout the features of the actual stepsin change implementa-
tion process in Chinese organizations. According to Ruth Alas (2004), the main
focus of Estonian managers has been on initiating change and much less attention
paid to assessing the process of change and making modifications and consolidating
improvements. Estoniasharessimilaritieswith Chinain thelong time experiencesin
socialist regime and command economy. Therefore, the author assumes that the
situation in Chinese organizations is the same as that in Estonian companiesin the
aspect of change implementation steps.

P5: More attention was paid to planning stage than to implementing and consoli-
dating stage (Study V).

The sixth and seventh proposition are about the impacts of national culture on
organizational change. Chinaand Estoniadiffer intermsof modal values. The score
in uncertainty avoidance, future orientation and performance orientation for two
countries are different ( House et a. 2004). The differencesin cultural values have
influences on peopl €' sbehaviours, in the case of organizational change, specificaly
on resistance behaviours. So the author forms the sixth proposition asfollows:

P6: The resistance behaviors of Chinese employees are different from those of
Estonian employees. (Study V1)

Inorder to devel op the proposition on cultura influence on planned change model appli-
cability, the author presents further short descriptions of cultural background of China,
Estoniaand Russiaaong three GLOBE dimensionsin discussion (See Figure 1).

Uncertainty Future Orientation Performance

Avoidance Orientation
Russia 5.07 5.48 5.54
China 5.28 4.73 5.67
Estonia 4.31 5.04 5.68
USA™ 4.00 5.31 6.14
mean value 4.62 5.48 5.94

Figure 1. GLOBE scores for Uncertainty Avoidance, Future Orientation, and
Performance orientation (society values, “Should Be”)

* We present USA scores as well to show the cultural background of the GLOBE
research project, which was initiated by American scholars.
Source: (House et al. 2004; Alas 2006).
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China: Uncertainty Avoidance is very high (China's score 5.28 is close to the
maximum observed value of 5.61), which on national level is associated with long-
term orientation in organizational practices (House et al. 2004). High level of Un-
certainty Avoidance also inhibits innovativeness as novelty introduces additional
ambiguity and thus |leads to resistance. Chinese Performance Orientation scoreis
below the mean value. Asaresult Chinesetend to rely on natural flow of eventsand
be tolerant to unanticipated changes. Chinese society scores lower on Future Ori-
entation in comparison with Russia and Estonia as well as with the mean value,
which asoillustrates attitude towardstime and traditions. M ore detail ed description
about the three dimensions of Chinawas presented in 1.2.3.

Estonia is located somewhere between Russia and China in terms of modal
valuesin discussion. Thelevel of Uncertainty Avoidance (4.32) isrelatively low —
lower than Russian and Chinese scores and below the GLOBE average as well.
That suggests less engagement in detailed planning. The other potential outcome
may arisein readinessto takerisk and big amount of spontaneous change asaresult
of adaptation. Estonian score on Future Orientation is relatively low and close to
the GLOBE average. So Estonian case may resemble the Russian one, when both
adaptability to emergent events and accuracy in pursuing short-term goals can be
expected. Consequently one can find a certain divergence from initial plans and
some unanticipated outcomes after change program execution. Estonian score on
Performance Orientation is very close to Chinese one. Similar explanations can
be derived: value of the task per seisrather low and tolerance towards uncertainty
prevails. So the amount of unanticipated change can be high in Estonian subsample.

Russian society can be described as not tolerant to ambiguity (see Figure 1): its
Uncertainty Avoidance score in the GLOBE project is rather high. This may sug-
gest strong inclination for detailed planning and unwillingness to accept deviations
frominitial plansfrom managers point of view. If attributed to employees, Uncer-
tainty Avoidance can result in resistance to renewal initiatives, which may on the
contrary negatively affect plan execution.

Russian score for Future Orientation coincides with the GLOBE mean value
of 5.48. This fact suggests that national culture is balanced in terms of short- and
long-term prioritiesin goal setting. In business context it can beinterpreted asmana-
gerial flexibility to sense signals from environment or within organization and to
pursue new goals. So one can expect that plans (content ex ante) and results (con-
tent ex post) of change program will not match each other because change agents
can redirect their effortsin order to adapt to emergent events.

Russian score for Performance Orientation is below the GLOBE mean value,
which means that in Russian society success in adapting to external challengesis
defined more through compliance with standards than through achieving results.
L ow Performance Orientation al so indicates external locus of contral, i.e. readiness
to take exogenousfactsfor granted, which can result in tolerance towards unantici-
pated changes. Setting high performancetargetsisnot inherent in such societies, so
managers might accept reasonable, not ambitious goals. Thus one can expect com-
paratively lower deviation of resultsfrominitial plan, because goals defined ex ante
are executable in principle and do not arouse much resistance.
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Taking into account all these considerations, the author formulates the seventh
proposition asfollows:

P7: In Chinese companies the level of tolerance towards ambiguity is higher
than in Estonian and Russian companies, which isdemonstrated viathelowest level
of preliminary change planning and viathe highest level of unanticipated changes.
(Study VIII).

Asprior research suggested, the applicability of planned change model can depend
on particular organizational elementsthat are targeted within change management
program (Andreeva 2008). Based on thisides, it is proposed that planned change
model may work best for hard organizational elements, as it seems that in such
cases both initial and desired states for such elements can be completely described,
and strict adherence to a plan can be regarded as key management function in this
case. For the “soft” organizational elements, strongly related to human factor, itis
proposed in the opposite: they would be most frequently subject to deviations from
plans and thus we assumed that planned change model interventions were not suit-
able for changing such elements. Based on this, the author formulated the eighth
proposition asfollows:

P8: Planned change approach works better on “hard” elements than
on“ soft” elements. (Study VIII)

2.3. Methods Used in the Research

The following instruments were used for the research.

Interview for measuring types of change and their implementation

The interview questions for evaluating types of change and their implementation
was developed by Ruth Alas. It was composed of 12 questions about the period of
change, thetypes of change, theinitiator of change, the content of change, changes
in corporate culture during the change, peopl€’s reactions to change, resistance to
change and strategies employed for overcoming these (See Appendix 1in Study I).
Most of the questionswere open-ended, however, in some cases cl osed-ended ques-
tions were used, for example, in order to figure out the factors that had changed in
the process of change. Content analysis based on theoretical models as process of
change, orientations of organizational culture and others was used for analyzing
interviews.

Questionnaire for measuring employees’ work-related values

The author has analyzed the work-rel ated val ues based on a questionnaire designed
by Lembit Ttnpuu from EBS, and devel oped further by Ruth Alas and Jaan Ennulo
from EBS (Appendix 1). The questionnaire included 46 items (Alas et al., 2006) to
evaluatethe 9 value groups. Questionswere about the respondents’ expectations of
society and trade unions, about feelingstoward organi sations and some other areas.
The respondents were asked to evaluate these items on 10 point scale. The author
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analyzed the work-related val ues of two groups according to work experience sepa-
rately. A total of 862 out of 1303 respondents had no work experience from pre-
reform China. We call thesethe ‘ younger age group’; 431 respondentswho had this
experience form the so-called ‘older age group’. The questions were translated
from English into Mandarin and retranslated into English. The retrand ations were
compared to theoriginal English version. In order to make the questions understand-
able to employees at al levels of the organizations, specific management terms
were not used in the questions. The author uses two methods for comparing the age
groups: ranking of values and T-test. Difference in ranking should be at least 2
placesin order to consider values of two groups different.

Questionnaire for measuring organizational learning (QOL)

To evaluate organizations' learning abilitiesthe author used the measure devel oped
by Alasand Sharifi (2002) (Appendix 2). Authors et respondents evaluate 21 indi-
catorsof organizational learning on a10 point scale. A principal component analysis
and factor analyses with varimax rotation was completed for the 21 items.The two
factors received describe together 56% of initial variability. The internal consis-
tency, or Cronbach’s Alpha coefficient, are for the first and second factor .74 and
.84, respectively. First factor could be called as learning environment (LE) and
second as goal commitment (GC). These items form relatively clear pattern of
relationships. Learning environment is about creating micro-climate which encour-
ages learning. Goal commitment is about employees awareness of and commit-
ment to the business obj ectives and how actively they participatein decision making
process.

Questionnaire for measuring employee attitudes in the process of organiza-
tional change (QEA)

The authors used a questionnaire (See Appendix 3) designed on the basis of state-
ments about satisfactionwith leadership, with thejobitself and with previouschanges
(Alasand Vadi 2004). The entire questionnaire contains 15 items. A principal com-
ponent analysisand factor analyseswith varimax rotation was completed for this15
items. The two factors received describe together 41% of initial variability. The
internal consistency, or Cronbach’s Alpha coefficient, is .80 for first and .53 for
second scale. The first factor could be called satisfaction with position (SP) and
second as belief in change (BC). Itemsin the first scale, satisfaction with position,
addressing whether employees were satisfied with their current position, job and
managers. The second scale addresses how necessary the changes were for the
organization and how individual s benefit from these changes.

Questionnaire for measuring organizational culture (QOC)

A questionnaire from 43 items devel oped by Vadi et al. (2002) was used in order to
measure orientations of organizational culture (See Appendix 4).A principa compo-
nent analysis and factor analyses with varimax rotation was completed for the 43
items. The three factors received describe together 45.5% of initial variability. The
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internal consistency, or Cronbach’s Alpha coefficient, are between .75 and .83 for
those scales. Factors could be called task orientation (TO), disinclination (D) and
rel ationship orientation (RO) of organizational culture. Thetask-orientation of orga-
nizational culturereflectsthe extent to which all membersarewilling to support the
achievement of common goals. A certain degree of freedom, acknowledgement for
good work and the occurrence of constant positive change inspires organizational
members. It makes people think more about the needs and objectives of the organi-
zation. Therelationship-orientation of organizational cultureindicates bel ongingness
and the importance of interpersonal rel ationshipswithin the organization. Whenre-
lationship orientation isimportant, organi zational members assist each other in work-
related problems and discuss all the important topics with each other. People know
how to communi cate with each other and thereisastrong feeling of unity indifficult
situations. Disinclination indicates behaviours and attitudes which cannot be toler-
ated by Chinese employees, with which they disagree.

Questionnaire for evaluating content, process and result of change

The questionnaire primarily involved closed multiple choice questions and covered
issues on change content (plans and results), change implementation process, and
change program efficiency, aswell as company and situational characteristics ( See
Appendix 1in Study VI1I). Thetotal number of questionsin the questionnaireis4bs.
It consists of six parts, each dedicated to a particular group of questions: general
information about the respondents, general description of the company, content of
changes, change implementation process and results achieved. The sixth part con-
cerns the respondents’ experiences in general. Most of questions are close-ended,
with several optionsgiven. However, there are some questionsthat are open-ended.

To sum up, the author constructed thefollowing table (Table 4) illustrating the mul-
tiple forms of triangulation used in this dissertation, which shows the connections
between research tasks, articles, propositions and research methods.



Table 5. Connections between research tasks, propositions and research methods

Research task Article Propositions Research method
1.To explore the Study P1: In the process of Interview questions
main problems in | 1, change implementation in for evaluating the
the process of Study | Chinese organizations one | process of change
change implemen- | V main characteristics is a implementation and
tation from the high level of centralized types of changes
perspective of hu- authority and a low level of | worked out by Ruth
man resources and employees’ involvement Alas
to provide2 sug- and empowerment
gestions on human
re-source manage-
ment practices
2. To study the Study P2: In China there are diffe- | A questionnaire for
influence of the Il rences in work-related assessing values
MAacro economic values between different among employees
and social environ- age groups, i.e. older age worked out by the
ment on Chinese group with work experience | Lembit Tunpuu
people’s attitudes from the pre-reform period
and values during — pre-1978 China and youn-
the transition. ger age group who started

their work life in a society

that had already changed
3. To identify the Study P3: During social Interview questions
types of changes 111 transience the deepest for evaluating the
that was imple- Study changes in terms of scope - | process of change
mented in Chinese | V transformational changes implementation and
companies. (Study took place in Chinese types of changes in
Il and Study V) organizations worked out by Ruth

Alas

4.To analyze the Study P4: In China organizational | A questionnaire for
readiness of chan- | IV learning and organzational | assessing organisa-

ges in Chinese
organizations
based on a study
aiming to discover
the connections
between organi-
sational culture,

culture have specific
features, which are different
from those in western
countries.

tional learning wor-
ked out by Ruth
Alas, A question-
naire for evaluating
emp-loyee attitudes
to-ward change
worked out by Ruth

organisational Alas, A question-

learning and naire for assessing

employees’ the orientation of

attitudes toward organisational

change culture worked out
by Maaja Vadi
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5.To discover the | Study P5: More attention was paid | Interview
commaon features 1L, to planning stage than to questions for
involved in the Study implementing and evaluating the
process of change IV, consolidating stage. process of change
implementation in | Study V, implementation
Chinese companies | Study VI and types of
and to recommend changes worked
a process model . out by Ruth Alas
(V),
Personal
Observations (
V1)
6.To compare the Study P6: The resistance A Questionnaire
organizational VII, behaviours of Chinese for evaluating
change in Chinese | Study employees are different content, process
companies with VI from those of Estonian and result of
change in other employees. (Study VII) change (VIII},
countries in P7: In Chinese companies Interview
transition: Estonia the level of tolerance questions for
and Russia. towards ambiguity is higher | evaluating the
than in Estonian and process of change
Russian companies, which | implementation
is demonstrated via the and types of
lowest level of preliminary | changes worked
change planning and via the | out by Ruth Alas
highest level of { VII),
unanticipated changes.
(Study VIII).
7. To explore the Study P8: Planned change A Questionnaire
applicability of WII, approach works better on for evaluating
western planned Study *hard” elements than content, process
change approach in | VIII on“soft”elements. { Study and result of

‘hard” and
‘soft’organizational
elements in
transition countries
- China, Estonia
and Russia.

VIII)

change

Source: the author

46




[11. PUBLICATIONS






ARTICLE 1



Alas, R., Sun, W. (2007) ‘Organizational changes in Chinese companies:
a resource-based view', Chinese Management StudiesVol. 1, No 4, 225-242.



ORGANIZATIONAL CHANGES IN CHINESE COMPANIES:
A RESOURCE-BASED VIEW

Abstract

Purpose-In recent years, resource-based theory has emerged as one of the most
promising theoretical frameworks in the field of management. In this paper, the
authorsaimto explore the application of aresource-based view when implementing
organizational changein Chinese organizations. The problems associated with change
are explored from the perspective of human resources (HR).

Design/methodol ogy/approach-Structured interviews were conducted with top
or middle managersin 160 companiesin several large citiesin the northern part of
China: Beijing, Tianjin, Jinan and Zibo.

Findings-From the perspective of HR, the main problems faced when imple-
menting changein Chinese organizationsinclude thefollowing: bureaucratic regula
tions and strict orders remain the core features of the process of implementing
changes in Chinese companies. Meanwhile, the intrinsic values and emotions of
employeeswere neglected and coercion and manipulation was frequently used asa
strategy to overcome resistance to change. M oreover, Chinese managers are found
to lack the skill to involve employeesin the change process.

Origindity/value-Thestudy providessomeinsightsinto the human side of thechange
management process in China. Based on the research results the authors have iden-
tified the main problems associated with HR and recommend that the human resource
management function facilitate the success of organizational changes.

Keywords- Organizational change, Human resource management, China

Paper type- Research paper

I ntroduction

The Chinese economy, previously arelatively closed system, is on a reform path
toward an open, market-driven system. Faced with fierce competition in the world
economy, especially after China's entry into the WTO in 2001, Chinese companies
are undergoing rapid, fundamental change processes. As one of the fastest devel-
oping countries in the world, with an annual growth rate of 8-10 percent averaged
over two decades (Hampden-Turner and Trompenaars, 2002), China has constantly
been an object for research in the field of change management.

During more turbulent timesin society al so deeper changestake placein organi-
zations (Alas and Vadi, 2006). The challenge has been to internalize a new type of
organizational behavior in order to operate successfully under unfamiliar conditions
(Alas, 2007). As meanings of significant events are transmitted across generations
(House and Javidan, 2004) and there are significant differences in the attitudes
toward society, organizations and work, held by peoplein different countries (Alas
and Rees, 2006), there could be also differencesin reactions to change. Therefore,
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organizational competency for culture and change has become popular research
fieldin China(Zhong-Ming, 2003). According to Foo (2001) classical tools, meth-
ods, strategies and techniques effective in freer economies may be less than rel-
evant in former communist, centrally planned economy as China.

In recent years, resource-based theory has emerged as one of the most promis-
ing theoretical frameworksin thefield of strategic management. Pettus (2001) de-
veloped a resource-based perspective for predicting the sequencing of a firm re-
sources that best provides for the growth of the firm. The resource-based view of
the firm argues that organizational resources are bundled together (Carlucci and
Schiuma, 2007). Rialp and Rialp (2006) develop a resource-based model which
emphasi zesimportance of intangible resources as human and organi zational capital
on success of firms.

However, literature about incorporating a resource-based view into approaches
to organizational change in transition economies was missing. At the same time,
human relations are of crucial importance in the Chinese business world (\Wong,
1996; Xin and Peace, 1996; Yang, 1994). Therefore, in this paper the resource-
based view has been applied in order to study organizational changes in Chinese
companies. The emphasis is on how human resources (HR) influences the imple-
mentation of change.

In thetheoretical section, the author will draw on prior research on the resource-
based view and organizational change. A brief overview of recent Chinese history,
especialy of in relation to transition and reform, is also presented as part of the
theoretical framework. The empirical part of the study involves analysis of struc-
tured interviews about theimplementation of organizational changesfrom 160 Chi-
nese organizations. Finally, problems connected to implementing change are dis-
cussed and suggestions made for how human resource managers can improve the
implementation of changes.

Theoretical framework

Resour ce-based view of the firm

The resource-based perspective argues that sustained competitive advantage is
generated by the unique bundle of resources at the core of the firm (Conner and
Prahalad, 1996). The term resources was conceived broadly as anything that can
be thought of as a strength or a weakness of the firm (Wernerfelt, 1984, p. 172).
The theory addresses the central issue of how superior performance can be at-
tained relative to other firms in the same market and posits that superior perfor-
mance resultsfrom acquiring and expl oiting the unique resources of thefirm (Wade
and Hulland, 2004).

Resources that cannot be easily purchased, that require an extended learning
process, or are aresult of aparticular corporate culture are morelikely to be unique
to the enterprise and, therefore, more difficult for competitors to imitate (Barney,
1991). Itisargued that performance differential s between firms depend on having a
set of uniqueinputs and capabilities (Conner, 1991).
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Firms can achieve sustainable competitive advantage from such resources as
management skills (Castanias and Helfat, 1991), tacit knowledge (Polanyi, 1962,
1966), capital and the employment of skilled personnel (Wernerfelt, 1984) among
others. The research conducted by Smith et al. (1996) presentsamodel designed to
incorporate the effects of organizational |earning into the resource-based view. So-
cial, organizational, and HR between firms cause a fundamental heterogeneity in
their productive potential (Priem and Butler, 2001). It isone of the main theoretical
perspectives of human resource management (HRM) research (Sirmon and Hitt,
2003). There is interaction between resources a firm possesses- its personnel and
material resources,even more, organizational resourcesare bundled together (Carlucci
and Schiuma, 2007).

Because of causal ambiguity, path dependencies and social complexity, competi-
tors should find it harder to duplicate an advantage when it results from abundle of
valuable, firm-specific resources (Teece et a., 1997). HRM has an important and
difficult task in stimulating the peopleinvolved in organizational change processes
so that they will devel op their unique qualities and mobilize them for the success of
the change effort (Doorewaard and Benschop, 2003).

Theories about organizational change

Organizations operate in alocal environment which includes specific economic,
socia and cultural contexts (Houseet a., 2004; M oattar-Husseini and Olrien, 2004).
Also organizational changes are connected with institutional development (Alasand
Vadi, 2006). There are connections between theinstitutionalization stages of change
at the societal level and types of changein organizations (Alas, 2004). The radical
and quick economic reforms in post-socialist countries created new regquirements
for organizations (Svetlik et al., 2007), therefore during institutional changesin soci-
ety also organizational changes were needed (Alas, 2007).

Types of organizational change

There are several classifications of types of change in the literature on this topic
(Alas, 2004). Burke and Litwin (1992) have developed a model for making adis-
tinction between transactional and transformational change. They argue, that trans-
formational change occurs as a response to the external environment and directly
affectsthe organizational mission and strategy and the leadership and culture. Tran-
sitional change deals with psychological and organizational variables that predict
and control the motivational and performance consequences of the work group
climate. Thistype of change may require considerable amount of unlearning (Alas,
2006).

Reactions to change

Western companies have experienced difficulties when managing in China (Foo,
2001). According to Senge (1997), people do not resist change; they resist being
changed.Although organi zational changein emerging economiesisinevitable (Zhou
etal., 2006), thereistill resistanceto change. Most studies of organizational change
have shown that employeesresist social change morethan technical change (though
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they are not separate in practice) and the change programs which ignore psycho-
logical resistance to change are likely to fail, irrespective of the way the new de-
sired attitudes are presented (Schein, 1986). Kotter and Schlesinger (1979) present
Six strategies for facilitating change and overcoming resistance. Two of these strat-
egies-communication and employee participation have been mentioned most often
by different authors (Sun and Alas, 2007).

The process of change

Lewin (1989) basic model consisted of three steps: unfreezing, moving and refreez-
ing. One of most popular process modelsisKotter’s (1998) eight-step model, which
includes eight phases in the change process. Organizational processes are influ-
enced by world views, cognitive frames and mindsets of managers(Campbell, 2007),
organizational culture (Alasand Vadi, 2006) and national ingtitutional features (Geppert
and Matten, 2006). I nstitutions can enable or constrain actions (Campbell, 2004).

Organizational culture

Thefailure of many corporate change processes can often be linked to a misunder-
standing of the very distinct yet interrelated roles of culture within the organization
(Sopow, 2006). Business performance in China relates to organizational culture
(Deshpande and Farley, 2000). Pun (2001) advocates a pressing need for organiza-
tions to manage cultural influences in Chinese organizationsin order to maintain a
competitive edge over their rivals.

Hofstede (1991) defines culture asthe coll ective programming of the mind, which
distinguishes the member of one category of people from another.?Organi zational
culture influences employee attitudes within the process of organizational change
by providing areservoir of organizational meanings against which results, experi-
ence and performance data are interpreted and inquiries about changes in proce-
dures and program technol ogies can proceed (Mahler, 1997). Chu (1997) adds that
culture hasto beinternalized in the state of minds of individualsin an organization.
Inthe context of this survey the authors see organizational culture from afunctional
perspective as an adaptation mechanism, which helps an organization to adapt and
survivein achanging environment. Task-orientation and rel ation-orientation arethe
vital aspects of organizational culture that can influence employee attitudes (Alas
and Vadi, 2006). At the same time, following national differences have been found
and should be taken into consideration. Task-oriented tactics were rated more ef-
fective by western managers than by Chinese managers (Yukl et al., 2003), rela
tionships contributed to strategy implementation in China(Ni, 2006). Western man-
agement culture typicaly starts with the individual and then moves to the group,
whereas Chinese management culture starts with the family as the basic building
block of society (Bond, 1991; Su et a., 1998).

The background to China’'s development

In 1978, an ambitious reform program was launched in China. The rural economy
wasde-collectivized, private and semi-private enterprises mushroomed, and the state
sector steadily shrank (Zhang, 2004). Reform has been accompanied by decentrali-
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zation of economic control Aocal governments have gained someor all of the deci-
sion-making power relinquished by the central government (Jia, 1998). Thereforms
of the late 1990s focused on enterprise reform, closing unprofitable enterprises and
dealing with insolvency in the banking system. In 2001, Chinabecame amember of
the WTO (President Jiang, 2002).

To summarize, since the 1970s, a fundamental transition has transformed the
economic landscape of the People’'s Republic of China. One of the central aims of
thereformin Chinaistoimprovethe performance of the economy, which ultimately
boils down to performance of the firm, especialy the previoudly inefficient state-
owned enterprises (SOES) (Tan and Tan, 2003). Over the past several decades,
China has experienced significant changes in transforming its bureaucratic system
of state planning into a more market-oriented economic regime.

Methodology of empirical study

The empirical study was carried out in 160 companiesin several large citiesin the
northern part of China: Beijing, Tianjin, Jinan and Zibo. Randomly selected compa-
nies represented various industries and sectors, ranging from manufacturing and
technology, and banking and insurance, to thosein energy and education industries.

In order to get content-rich first-hand information structured interviews were
conducted with top or middle managers from different companies to acquire in-
formation about change in their organizations. The authors conducted the inter-
viewsover half ayear in 2006. Among 160 companies, in 39.4 percent of compa-
nies, the top manager or CEO answered the questions. In 40 percent of the orga-
nizations, deputy directors or vice general managers were interviewed. The rest
of the respondents were working as middle managers in different functional de-
partments, of which 5 percent and 3.8 percent specialized in HR and marketing,
respectively. The others were responsible for other departments, such as finance
(3.1 percent), sales (2.5 percent), project management (2.5 percent), assistance
(2.5 percent) and customer service (1.3 percent). All interviewees had experi-
enced a recent organizational change in their organizations, and have been di-
rectly involved in strategy formul ation and implementation. Apart from their know!-
edge and views on the questions asked, the interviewees were encouraged to
elaborate on the process and complexities of the organizational changes experi-
enced inside the companies.

The interview was composed of 12 questions about the period of change, the
typesof change, theinitiator of change, the content of change, changesin corporate
culture during the change, people's reactions to change, resistance to change and
strategies employed for overcoming these (Appendix). Most of the questions were
open-ended, however, in some cases closed-ended questions were used, for ex-
ample, in order to figure out the factors that had changed in the process of change.
Content analysis based on theoretical models as process of change, orientations of
organizational culture and others was used for analyzing interviews.
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Results analysis

In order to evaluate the types of organizational change, respondents had to answer,
which transformational and transactional factors from Burke and Litwin’s (1992)
model were used (question 4 in Appendix). According to answers of managers53.7
percent of changesimplemented in Chinese companieswere transformational. The
authors analyzed different aspects of change implementation in Chinese organiza-
tions from the perspective of HR.

Organizational culture

Respondents were asked about changes in task- and relationship orientation of or-
ganizational culture during changes (question 8). According to datain Table|, 51
percent of the 160 companies did not experience any changes in organizational
culture. However, according to the results, only 5 percent of the changes were
developmental changes, which normally took place in one department, while 41.3
percent of the changes were transitional and 53.7 percent were transformational.
Even in companies that underwent transformational change, deepest by scope, no
efforts were made to change their corporate culture to help accomplish the goal s of
organizational change. For example, after merging two educational agencies, the
companies failed to integrate the corporate cultures: new values were not clarified.

Table 1. Change in Organizational Culture in Chinese Companies

(%o of companies)

Change in organizational culture Percentage of the companies
Mo change 51%

Became more task-oriented 37%

Became more relationship- | 3%

oriented

Became more balanced 3%
Became worse 3%
Became a learning organization 3%
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In one manufacturing company where tangible resources were reallocated during
the change, theroles of employeeswere not changed. To conclude, in many compa-
nieswheretransitional and transformational changestook place, therewas no change
in the organizational culture while some crucial factors such as strategy and leader-
ship were transformed.

In 37 percent of the 160 Chinese organizations, organizational culture became
more task-oriented. Only in 3 percent of companies did managers claim that their
culture became more rel ationship-oriented. Most of the companiesthat transformed
into a more task-oriented culture were SOEs that had undergone privatization. Be-
fore privatization, the culture was dominated by interpersonal relationships, which
was one strong feature of collectivist enterprises in China. In order to survive the
fierce market competition, SOEs were privatized or merged into larger private or
foreign companies. The culture witnessed great changes from being more relation-
ship-focused to being more task-focused. The managersin these companiesdid not
attract appropriate people to be in charge of educating and involving employees.
The most frequently used strategy in management was still the conventional way in
informing and communicating. In avery small proportion of companies (3 percent),
the managers claimed that their culture became more relationship-oriented. These
companieswere mainly private companies.

While some companies became either more rel ationship-oriented or more task-
oriented, 3 percent of madetheir culture more balanced. For example, one company
adopted a shift in positions among employees, which helped people to break the
barriers between different departments and promote harmonious rel ationships.

There was also an equal number of companies (3 percent) that made their com-
pany a learning organization after the change. The managers claimed that people
learned how to cope with change and areadiness to change was cultivated after the
change was implemented. Lastly, it was noticeable that several managersin 3 per-
cent of the companies admitted that the organizational culture becameworse. They
used the word worse and added their explanations. One manager from a private
company claimed that after joining amore powerful company, the rel ationships be-
tween people were very intense and values became unclear. People who belonged
to different compani es resisted working together and the devel opment of the newly
merged company was hampered. However, during the merge, no effective strate-
gieswere used to improve the situation.

The process of change

Respondents were asked which steps were taken in the process of implementation
of organizational change (question 6). In Table |1, the stepsin the process of change
in Chinese organizations were analyzed on the basi s of the stepsin the most popular
model of the change process by Kotter (1998), which consists from eight steps.
Authorsdivided Kotter’ s stepsinto three groups according to Lewin’s (1989) model.
Research resultsindicate that according to Lewin’smodel in Chinese organizations
most of the attention was paid to the unfreezing stage while re-freezing was given
the least emphasis.
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Table 2. Steps in Implementation of Change Process in Chinese Companies
(% of companies)

Steps in change process Percentage

Unfreezing

Establishing sense of urgency 58.1%
Forming a coalition or team 30.6%
Creating a vision 78.1%
Communicating the vision 51.3%
Moving

Creating a suitable climate 38 1%
Employee involvement 31.3%
Creating short-term gains 19.4%

Re-freezing

Institutionalizing the new approaches 11.3%

Among the stepsin the unfreezing stage, creating avision isthe most widely adopted
step, followed by establishing a sense of urgency, whichisthefirst step in Kotter's
model. However, although 78 percent of the respondents created avision, only half
of them communicated it with employeesin the organization. In addition, only one
third of the respondents mentioned K otter’s second step: forming a coalition.

Theseresultsshow that intheinitial stage, Chinese companies created an aware-
ness of the need for change and also created an aim for the change. Nevertheless,
they were not good at communi cating and educating employees, which possibly led
to misunderstandings, confusion and even resistance among the employees in the
later stages of the implementation of the change. Besides, teamwork was not well
developed in the implementation of the changes, and the management group relied
heavily on administrative order.

Regarding the stepsin the moving stage, only 38 and 31 percent of the respon-
dents mentioned creating a suitable climate and involving employees, respectively.
Even a smaller percentage of the respondents created short-term gains. This re-
vealsthat in Chinese organi zations, the implementation of change, to alarge extent,
remains part of the conventional administration. The top-down hierarchical man-
agement system still operated throughout the whole change process. It is clear that
the empowerment of employees was not a popular activity or the leaders of the
organizations were not motivated to empower employees. Therefore, the situation
in many organizationswas

that employees had no choice but to accept the change passively when they
lacked adequate knowledge and motivation to beinvolved in the change.

Thelast step in Kotter's model: institutionalizing the new approaches, was the
least emphasized step compared to other steps. This made the consolidation of
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changes and ensuring the success of changes the least popular activity among the
three main stagesin the change process. To sum up, most of the Chinese organiza-
tions neglected the refreezing stage in the whol e process whiletheir main focuswas
on the unfreezing stage.

The readiness to change

According to answers to question 9 How did the employees react to the changes,
27.5 percent of companies experienced negative reactions to change; 15 percent of
companies experienced a mixture of acceptance and opposition; and 14 percent of
respondents mentioned that the employees were indifferent to the change. If their
interestswere not largely involved in the change, they tended to accept the decision
from the top management without showing any strong response. A total of 14.4
percent of the respondents saw agradual changein the reaction of employeesfrom
beinginitially unaccustomed to eventual ly adaptive.

Results indicate, that in Chinese organizations people experienced feelings of
fear, hesitation and acceptance or opposition to change. It seems that in Chinese
organizations peopl e tended to be more accepting of changes, but in a passive way.
Thisisdueto the deep influence of socialism and collectivist thinking that has pre-
vailed in Chinafor about six decades. Chinese people were educated and taught to
accept what isand what will be without question. Actually, in deep down they thought
they were unable to change anything even though they resisted the change because
traditionally it wastherulethat leaders and government made all the decisions. This
reflected theindelibleinfluence of totalitarianism on the way peoplethink in China.
Although the economic system in China has changed towards a price-driven free
market regime, the political system has remained unchanged and still dominatesthe
social mentality. In this context, it isquite hard for HR managers or for people who
implement changes. But people are the key to the whole process of implementing
change. Only if they are actively involved in or participate in the change, can a
positive outcome be achieved.

According to answersto question 10in Table 1l among six causes of resistance,
inertiain peopl€e's thinking was most frequently mentioned (by 26.9 percent of re-
spondents) as the main root of resistance. Institutional inertia came from alack of
information, alack of knowledge, social and political pressure affecting economic
decisions and the simple persistence of customs and habits. Inertia explained the
difficulties encountered in reforming state enterprises. Another element of inertia
was the tendency to retain the old ways of doing things. In many state-enterprises,
which have been changed to share-holding companies, the sharehol ders still elected
the same governing people to the new board of directors and there was no change
in the management. Meanwhile, 14 percent of respondents demonstrated that the
resistance came from fear and concern about the future after the change. In some
organizationsfacing bankruptcy, while the employeeswere positive to changes that
may help the company survive, some middle managerswere against it asthey were
afraid of losing their current positions. Furthermore, 7 percent of respondentsfound
that the employees were worried about being laid-off and becoming jobless, and
therefore, had very strong negative attitudes to change. There was an amost equal
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percentage of respondents (about 5 percent) who regarded the resistance as a
reaction to overly quick and unclear changes and the lack of information and knowl-
edge about the change. It frequently happened in Chinese organizationsthat changes
wereimplemented as acommand from the top management with manipul ation and
insufficient information sharing. This is a unique feature of the socialist system:
people are just informed what to do without being told why. In addition, about 4
percent of the respondents mentioned an unwillingness to do additional work. Be-
forevital socia transformationstook placein China, ajob was regarded asan Iron
ice bowl to many people’'s mind, and there was a lack of an effective incentive
system in many organizations. When confronting by more challenging and efficient
systems, people, being used to routine tasks, were not willing to devote more time
and energy to work. From the above results, it can be concluded that the main
causes of resistance to change can be as follows:. people may feel that there is no
need for the change, that it is too risky, or that the process is being handled poorly
and so there is no confidence in it. There may also be alack of trust in the process
itself, especiadly if the change goes against their previousvalues. For example, when
a SOE isacquired by aforeign company, Chinese employees feel no sense of secu-
rity asthey know the whole new system including reward and HR will be different
from what it had been in the collectivist enterprise. However, they have no confi-
dence about how to cope with such a scenario.

Table 3. Resistance to Change in Chinese Organizations (% of companies)

Resistance to change Percentage of the
companies

Inertia in the thinking 27%

Fear of the unknown 14%

Unwillingness to do additional work 4%

Planned redundancies T%

Reaction to overly quick and unclear changes 6%

Information Blockades 3%

Strategies for overcoming resistance

Respondents were asked what company did to overcome resistance to change (ques-
tion 11). In content analysis six strategies for overcoming resistance presented by
Kotter and Schlesinger (1979) were used. The results of interviews indicate that the

60



most frequently used and the most effective strategy for overcoming resistance to
change among empl oyeeswas communi cation and education. However, to interpret it
more specifically, in Chinacommunication may not mean involving the employeesin
planning the changeor callecting theemployees' opinions. It may smply meaninform-
ing the employees about the change before starting to unfreeze. Another noticeable
feature in change implementation in Chinais that coercion or manipulation was fre-
quently used and was acceptable. Thismay result in strong negative feelingstowards
those implementing the change in the initial stages, however, people eventually ac-
cepted the change sincethereisalong tradition of peoplefollowing commandsin this
socialist country. Even though the economy was gradually being converted to afree-
market economy, the management style and the old style of thinking still prevailed or
dominated under the socialist regime, especialy in the northern part of China. The
results also revea that employee involvement was rarely used due to the incompe-
tence of managers to empower their employees.

Conclusions and implications

Interviewsin 160 Chinese companiesindicate thefollowing problemsinimplement-
ing organizational changesin Chinese companies from the perspective of HR.

Firstly, the process of implementing changeis characterized by bureaucratic regu-
lationsin Chinese companies. Bureaucratic regul ations consist of strict orders, con-
tractual arrangements and the manipulation of the employee’s autonomy. This ap-
proach tendsto neglect the emotional consequences. On the rare occasionsthat this
approach pays attention to the emotions of employees, it tends to convert theseinto
controllable objects. For example, admost al changeswereinitiated by top managers
or administrative agencies, and the decision to initiate change was passed down
fromthetop. Thistop-to-down hierarchical managing system still operatesthrough-
out the entire change process, just as with everything that happens in the daily
running of the business. Even though some companies did create a vision for the
change before implementation, thisvision was not well communicated or explained
to the employees. And in the process of change, little attention was paid to creating
asuitable climate.

Secondly, coercion and manipulation was used too much in the change process
and thus, theintrinsic values and emotions of the employees were neglected. Coer-
cion and manipulation ignoreindividual emotionsand responsesto the change. Inthe
short-term, coercion may work and people seem to accept the change. However, in
the long run, the doubts and feeling of uncertainty and even rejections still exist
internally. For example, the biggest obstacle in change implementation in Chinese
organizations is inertia in people’s thinking. However, managers tend to resort to
external force to make people to accept change. The strategy for reducing resis-
tancewas simply coercion. When adopting coercion and controlling, theimplementers
of change may lack respect for the employees, which may result in employees
feeling insulted or having even more hostile feelings toward the changes and even
toward the leaders and implementers of the changes. In thelong-term, thiswill have
negative effects on the productivity of the whole company.
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Thirdly, the employeeswere not properly empowered and involved in the change.
As mentioned above, only a very small proportion of the changes were initiated
from low-level employees. The employees’ opinions were not valued. During the
planning stage, managersrarely involve employeesin deciding how to handle changes.
During implementation, the most common strategy used to motivate peopleiscom-
munication, which isthe management’s conventional approach. Few training courses
were offered to employees on how to behave during the change process. Moreover,
no effective incentive system was created for those people who were afraid of the
future after the change and who were unwilling to do more work to help them
maintain confidence about the change. Some of these problems with use of intan-
gible resources in Chinese organizations are partly similar to findings from East-
European former socialist countries: leadership in countries with socialist past has
also been seen as more autocratic than participative (Alt et a., 2003; Lang et al.,
2006). Although the recent study indicates some movement to ‘ softer’ cooperation-
based style (Alas et al., 2007), research about organizational changesin transition
economy indicates importance of changing the traditional management style when
implementing changes (Sun and Alas, 2007).

According to Wade and Hulland (2004) more productive use of firm’svaluable, rear
and appropriate resources could create short-term competitive advantage, whichis
the basesfor sustainability of firm. Carlucci and Schiuma (2007) found that organi-
zational resourcesare bundled together and suggest to use rel ationshipsfor handling
resources better. Ongoing measurement of the effectiveness of manager communi-
cation has been pointed out (Sinickas, 2007) and rising role of employee communi-
cation has been emphasized as a competitive advantage for companies (McKenzie,
2006/2007; Roach, 2006/2007). In order to support corporate success better, corpo-
rate communication should be closely linked to acompany’soverall strategy (Argenti,
2003), which during transformational changes could also be change strategy.

Many multinationalsinterested in devel oping manufacturing in Chinaare unfa-
miliar with conditionsinside this emerging market (Foo, 2001). Although there has
been significant body of operations management research (Rungtusanatham et al.,
2003), have been only few articles exploring soft issues of manufacturing (Fang and
Wang, 2006). As human resource managers have key rolein dealing with intangible
resources, the authors developed some implications for human resource managers
of Chinese enterprises.

Implications for human resource managers

It is understandable that organizations implementing change may find that some
individualswill be uncomfortablewith change and thiswill bring about resistance. If
not understood and carefully dealt with, the resistance may cause afair amount of
tension and conflict undermining the positive outcome of the change. Based on the
resource-based view, in order to build a competitive change, intangible resources
(including HR) represent irreplaceable value for afirm. Effective HRM practices
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will congtitute effective patterns of communication, empowerment and participation
in order to produce and lift empl oyee competencies and commitment for the changes.
If HRM measures succeed in maintaining and promoting what is unique in terms of
human potential in the change process, then changeswill be effective, efficient and
the productive organizationswill be achieved.

Based on theresults and discussions, the authors make the foll owing recommen-
dations to HR managers and staff in Chinese companies.

Firstly, HR management should help company managers or thoseimplementing the
changeto avoid using coercion. It isimportant for managersto pay attention to the
implicit role of emotionsin organizational change. HR personnel should help com-
pany managersto develop and cultivate arespectful and attentive understanding of
theintrinsic value of everyone involved in organizational change; that is, the set of
ideas, norms and values that steer the mobilization of employees' capacities. Itisa
basic human need to feel a sense of worth. In the change process, feelings are a
part of the process. However, coercion and manipulation neglect the individua’s
intrinsic emotionstowardsthe change. In order to avoid thissituation, HR personnel
should organize training courses to help line managersto take a different approach
totheir staff instead of relying on coercion and manipulation. In thetraining course,
communication and education skills can be taught to line managersto improvetheir
communication competency. For example, training managers to learn to use two-
way communication to revitalize people, giving them chanceto take on new ideasas
well as update them during the organizational change process. Through such train-
ing programs, managers, line mangers and anyone implementing the change are
encouraged to spend time with their teams, listening and coaching. The training
program can a so include how to effectively support the employeesin the process of
change and facilitate negotiation between managers and employees. Besides, HR
managers can cooperate with internal communication managers to organize news-
letters or company magazines to educate employees about change and therefore
help reduce the resistance to change.

Secondly, HR personnel should help the managers in the company to consider the
emotions and needs of employees. HR personnel in Chinese compani es should make
an effort to understand the feelings of employees, then satisfy their needs and moti-
vatethem. Themotivation for accepting changeinvolvesfacts, beliefs, values, and the
entirethinking process. Most importantly, if thetransition to changeisto be successful,
individual needs must be considered and met. Helping oneself and others adapt to
change can be achallenge, but by everyone participating in the processand all “light-
ening up” change will be more easily accepted. Considering informing employees
about thefacts, thevision and reasonsfor change should be thoroughly communicated
to employees by those implementing the change or with the help of the HR personnel.
This can be done through traditional methods, for example, collective meetings and
gatherings. Additional measures will be more effective; for example, HR staff can
organi ze discussionsin groupswithin the company where empl oyees have the oppor-
tunity to talk and exchange ideas. HR staff should a so record information from the
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discussions. Another way to gather information about peopl € s attitudesto changeand
the reasons behind these is carrying out surveys in the company. In Chinese compa-
nies people are not used to doing questionnaires as they doubt whether their opinions
will bevalued by leadersin the company, and they are not used to expressing their real
and deeply held views. Here, the authors suggest the questionnaires should be carried
out anonymously. The employees can get the questionnaire from one box and put it
back by themselves without noting down their names. The questionnaires should not
be distributed in the usual organized way (i.e. they are distributed and collected from
top mangersto second managers and then to lower levels). When the usual approach
isused, employeesdo not dare expresstheir authentic feelingsand opinionsfor fear of
being revealed to their superiors.

Thirdly, HR staff should create a compensation and incentive system to facilitate
the change. The managersin Chinese organizations have very weak competency in
achieving employee mativation and empowerment in the process of change. The
following are a few basic tips to HR personnel on how to build an incentive and
compensation system. HR personnel should, first of all, carry out an occasional
emotional audit to get information about how people arefeeling and what is bother-
ing them. They should be proactive and make apositive difference on some of these
issues. Then it is necessary to review workloads and cut out unnecessary work for
employees. Watch for signs of stress and be prepared to introduce flexible working
for those who want it. The chance to break established patterns and set new stan-
dards comes when the change takes place. Under new standards, poor perfor-
mance issues should be handled. People who are innovative and flexible in the
change should be rewarded. Anther suggestionisto provide outstanding performers
with new challenges; for example, involvethem inleading change projectsand hold
them up as good exampl es to influence other employees. If some people lose their
jobs as aresult of the change, make sure they are treated well. For those people
who resist changes, always welcome them back after they change their ideas and
return to their group. Lastly, HR personnel should remember to give feedback and
recognition all thetime. When the changeis compl ete, organize the whole company
to celebrate the success.

Fourthly, HR personnel can help to build an organizational culture to enhance em-
ployee commitment to the change. Suggest top managers to rebuild goals and val-
ues. HR staff should help top managers make a clear connection between these
two. The new values should support the goal s and the change. HR personnel should
take some measures to make sure the employees are fully aware of these new
values. Simply informing people about it isinadequate. More importantly, HR per-
sonnel should help employeesto know how to use the val uesin decision-making and
how to integrate the values into their daily decisions and work. This goal can be
achieved through the training program where case studies can be organized to illus-
trate how to apply thisin practice. Once the desired organizational cultureis estab-
lished as part of the process of change, it will serve as an agent to bring synergy in
the organization.



Fifthly, HR staff should make a commitment to management development in the
company. The results in the study indicated that Chinese managers rarely involve
people and lack the proper skills to manage changes. Actually, change managers
should display role- making as opposed to role-taking behavior, and should havethe
ability to see the big picture and integrate themselves within the dynamics of the
change. HR staff should make efforts to help managers to become more qualified
change managers. For example, HR personnel can organize training sessions for
managers to show them how to manage changes effectively. Detailed suggestions
could be proposed to managers, for example, a champion of change should be es-
tablished when implementing the change, and material rewards should also begiven
to these champions. Taking into account the fact that Chinese cultureis collectivist
instead of individualist, it isbetter to offer areward or bonusto awhol e department,
unit or team for their good performance, instead of toindividuals. Besides, the names
of the champions of change should be put on the wall of the office to promote them
and thus motivate others to improve their performance.

To sum up, the human resource-based view of the firm argues that the chance for
an organization to obtain and retain sustainable competitive advantage largely
depends on the degree of exclusivity found in the competencies and skills of its
employees. The more unique, irreplaceable and inimitabl e these competencies and
skills are, the higher their contribution to the achievement of organizational goals
should be. What is true for the strategic goals of an organization in general aso
holds for the objectives of organizational change. Hence, when applied to the field
of organizational change, the resource-based view of the firm stresses the unique
contribution HR can maketo organizational change processes. Inlight of thistheory,
HRM should provide the conditions under which such a contribution can be made.

According this study, from the perspective of HR, the main problems in change
implementation in Chinese organi zationsinclude the following i ssues. Bureaucratic
regulation and strict orders remain the core feature in implementing changes in
Chinese companies. Meanwhile, theintrinsic val ues and emotions of employeesare
neglected and coercion and manipul ation frequently used as astrategy to overcome
resistance to change.

Moreover, Chinese managers are found to lack the ability to involve employees
in the change process. Considering the general context of change implementation
and the problems mentioned above, the authors put forward several suggestionsfor
HR management to improve the competitiveness of the HR of the firm and to
facilitate the change. First of al, HR management should help those implementing
the change to avoid using coercion by offering them training coursesto equip them
with appropriate skills to overcome the resistance. HR personnel should aso help
the managers in the company to consider the emotions and needs of employees.
Furthermore, HR staff should create acompensation and incentive system and help
build the values and organizational culture to facilitate the change. Lastly, the HR
management should make efforts to help managers become more qualified change
managers.
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Further research

In this study, interviews were carried out with top or senior managers in Chinese
companies. In the future, astudy can be conducted among HR managersin Chinese
organizations undergoing changes. The questions can focus on how HR managers
function during the change process and the outcome of their efforts. It will be helpful
to ask them to clarify whether their efforts are successful or not in implementing the
changes, and to explain the reasons behind the success or lack of success. Besides,
their evaluations of their work in the process of changeimplementation and their own
opinionson how to improve and what to improvein HR management will contributeto
implicationsfor al HR managers on how to facilitate organizational changes.
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Appendix.
Interview questions

1. When did the change take place and how long wasiit initially planned to last for?
How long did it actually last?

2. What created the need for change? Isit possible to bring out the ground reasons
and a certain event that initiated the process of change?

3. Whoinitiated the process of change? Was the process of change initiated by the
management or may it be considered to have started from the lower levels of com-
pany hierarchy?

4. What exactly was changed, please mark with ‘+' in following table:

Factor +*
Strategy
Mission

Culture
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Leadership
Structure

Task requirements
Individual skills
Systems

Management practices

5. Did the process of change involve the whole company or only one department?

6. How did the implementation of organizational changes take place? Which steps
were taken in the process of implementation of organizational change? Please de-
scribe in as much detail as possible. With each activity specify if it occurred as a
result of some earlier event or constantly during the whole process of change.

7. How was the process of change managed? Who handled it, was there a specialy
formed task force to manage the process? Did the management style differ from
the ordinary management style or not? Did it change within the process of change?

8. How would you describe the organizational culture before-, during- and after the
process of change? Please evaluate the corporate culture according to its task and
relationship orientation. Did these orientations remain the same or changed, which
way?

9. How did the employees react to the changes? How did their reactions changed
during the process of change?

10. Did you meet resistance to change? How this resistance appeared? Please
describeit.

11. What did your company do to overcome resistance to change? What did the
management originally do to eliminate resistance? What did it do to overcome the
existing resistance? Which management activities were the most efficient ones?

12. How do you evaluate success of the implemented changesin your company on
afive-point scale (five isthe highest mark and one the lowest).

13. Which were the most difficult issues during the implementation of changes?

14. Wheat did you learn from implementation of these changes? What would you do
differently in the future?
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INSTITUTIONAL IMPACT ON WORK-RELATED VALUES
IN CHINESE ORGANIZATIONS

Abstract

Thisstudy in 29 Chinese organizations contributesto our understanding about work
-related valuesin China. Empirical research in Chinese organizationsindicates dif-
ferences in work-related values between different age groups. The authors com-
pared people (older age group) with work experience from the pre-reform period—
—pre-1978 China, with those who started their work lifein asociety that had already
changed and become open to foreign investments (younger age group). The authors
created a model of institutionally sensitive work-related values. The results could
hel p multinational companies achieve competitive advantage.
Keywords. China, work- related values, ethics, institutionalism

I ntroduction

In 1978, Chinainitiated an experiment with private ownership and opened up to the
outside world (Waldman, 2004). Although Chinais one of the fastest developing
countriesin theworld, with an 8-10 per cent annual growth rate averaged over two
decades (Hampden-Turner and Trompenaars, 2002), and has become the second
largest economy in the world, when measured in terms of purchasing power parity
and gross domestic product (Alon, 2003), sustaining thisgrowth ispresenting China
with quiteachallenge (Fulin, 2000).

Through changesin the macro environment, the challenge hasbeentointernalize
anew type of organizational behavior in order to operate successfully under unfa-
miliar conditions. Therefore, the focus of the change process has shifted from prod-
uct innovation and technological change to behavioral aspects of change and to
attitudes about change (Bergquist, 1993). Theorganizations' ability to adapt to change
depends on individual employees and how they react to changes, since organiza-
tional change has been seen as an individual-level phenomenon, because it occurs
only when the majority of individuals change their behavior or attitudes (Whelan-
Berry et a., 2003).

Sahlins (1985) argues that one cannot really understand certain social phenom-
enawithout understanding both the historical events and the cultural meanings at-
tributed to these events by the actors involved. This study therefore investigates
how acountry’sinstitutional framework influenceswork-related attitudes. Thetran-
sition from a planned economy to a market economy has brought political and cul-
tural changes, which will naturally lead to changes in value systems (Lu and Alon,
2004). The aim of this paper isto study the work-related valuesin Chinese organi-
zations. Asawhol e generation of employees has grown up during economic changes
in China, the research question is whether there are differences in work-related
values between different age groups. The authors aim to compare people who have
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no work experience from a planned economy with older people who started their
working lifeaready in pre-1978 China. By finding out the val ues of these groups of
managers, it is possible to choose the most appropriate way to approach the people
in both groups.

Inthisarticlethe authorswill first present the theoretical framework for studying
work-related values. Next, empirical datacollected from Chinese companieswill be
analyzed and finally, based on the empirical findings, amodel will be provided and
suggestions devel oped for managing Chinese companies.

The Theoretical Framework of the study — The ingtitutional impact on values

In order to take advantage of the economic opportunities offered by therapid growth
inthe Asian region, Tung (2002) suggests understanding the mindset of the people.
Thefuture success of any organization has been connected with empl oyee attitudes
(Hurst, 1995). The strength of these attitudes depends on the extent to which they
arerelated to each person’s own deeply held philosophical and political valuesand
are of concern to the person’s social group (Boninger et al., 1995). According to
Lang and Steger (2002), problems that East-European companies, operating in an-
other rapidly developing region, have is adopting Western practices stem from na-
tional and organizational cultures. Therefore values can be related to institutional
and cultural context.

Institutional developments in China

Institutionalists stress the importance of the institutional environment in order to
understand behavior (North, 1990). According to theinstitutionalist perspective, or-
ganizationsare socially embedded in aparticul ar society (Geppert, 2003). Organi za-
tions can be described using the open-system approach, in which the organization
may be seen as answering the challenges of a new environment.

Institutions could be seen from both the structural and socia perspective. From
the structural viewpoint, institutions exist asinstitutionalized forms of ‘ external so-
cial constraints'. From the socia perspective, institutions can be understood as op-
erating to enforce behavioral definitions, which may taketheform of either ‘ cultural
accounts' or ‘cultura rules'. This means that institutions are accounts of how the
social world works and embody normative principles and social values (Meyer et
al., 1994). Socio-economic transformation, at both macro and micro levels, could be
understood asinstitutional change and periods of such change have been referred to
as periods of socia transience (Clark and Soulsby, 1999: 40).

The Chinese economy, previously arelatively closed systemison areform path
toward an open, market-driven system. After the war and revolution China experi-
enced thirty years of recovery period from 1949 to 1978 (Qin, 2005). In 1978 an
ambitiousreform program waslaunched in China. Rural economy was de-collectiv-
ized, private and semi-private enterprises mushroomed, and the state sector steadily
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shrank (Zhang, 2004). Reform has been accompanied by decentralization of eco-
nomic control. The rigid monopoly of the government over foreign trade and the
policy of autarky were abandoned (Foy and Maddison 1999).

Chen (2002) connects value consciousness in Chinawith the economic system.
During aplanned economy, val ue consciousnessis group rather than individual ori-
ented and based on ethicsand politics. A market economy arousesindividual aware-
ness in one’s val ue consciousness, becoming re-oriented toward material benefits.
Lu and Alon (2004) found a new socia group growing during the new economic
developmentsin China.

To summarize, over the past several decades China has experienced significant
changesin transforming its bureaucratic system of state planning into a more mar-
ket-oriented economic regime.

Values and Culture

House and Javidan (2004: 15) define culture as shared matives, values, beliefs,
identities, and interpretations of or meanings attributed to significant events that
result from the common experiences of members of collectivesthat are transmitted
across generations. Values, representing the deepest level of culture, are broad
feelings, often unconscious and not discussible, about what isgood and what isevil,
beautiful or ugly, rational or irrational, normal or abnormal, natural or paradoxical,
decent or indecent (Pucik et al., 1993). Values have a motivational characteristic
(Parsons, 1951) by influencing and directing our choices and actions (Gini, 2004).
Values are shaped by personal beliefs and devel oped through study, inspection and
consultation with othersand alifetime of experience (George, 2003). A population’s
cultural valuesaretypically an essential el ement behind thewayswork isorganized
in companies (Head and Sorensen, 2005).

Many studies have described theimpact of national culture on management practices
and organizational behaviors, but very few have specificaly addressed cross-culturd dif-
ferencesinwork vauesamong labor forces (Strong and Nicholson, 1998: 76).

Ashkanasy et a. (2000) writes that one issue of major focusin values literature
has to do with the distinction between values in the general sense and work-re-
lated values— a concept that implies the existence of particular sets of values
that govern employee work behavior in al of itsforms. Most conceptions and defi-
nitions of work values are consistent with most general definitions of valuesin the
broader sense, but they focus on work, work behavior and work related outcomes.

As business val ues define how the organization and its people function (L ebow,
& Simon, 1997), these are the principles upon which everyone in the organization
operates.

Alas, Ennulo and TUrnpuu (2006) differentiate between 9 work-related val ues:
businessideol ogical values, leadership ideological values, social values, specialty-
related values, cultural values, personal values, values related to the mode of life,
organizational-legal values and ethical values. Their study in Estonia and Finland
indicates connections between work-rel ated val ues and stages of institutional devel-
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opment. By comparing valuesin country in transition and established capitalist country
amodel of value hierarchiesin relation to institutional development hasbeen devel-
oped (Figure 1).

The transition China was making has similarities with the Estonian transition.
Estonia has experienced socialism and made asuccessful transition from acentrally
planned economy to afree market economy (Alas and Edwards, 2005). Therefore,
the authors found a model and a measure developed by these authors suitable for
investigating institutional impact on work-related valuesin Chinese organizations.

To conclude, work-related values can be regarded as the outcome of the intri-
cate interaction of anumber of factors, which include institutional context and the
national culture.

. Business ideological values . Social values

1 1

2. Social values 2. Leadership ideological values

3. Speciality-related values 3. Personal values

4. Leadership ideological values 4. Ethical values

5. Organizational-legal values 5. Business ideological values

6. Personal values 6. Cultural values

7. Cultural values 7. Speciality-related values

8. Ethical values 8. Values related to the mode of life

9. Values related to the mode of life 9. Organizational-legal values
Social transience Stable institutions

Figure 1. A model of value hierarchiesin relation to institutional development
Note: The positions of each value in two rankings are compared. The values,
which ranks in two rankings differ more than 2 positions, are made bold.

Hypotheses for empirical study

The authors devel op nine pairs of hypotheses for predicting the ranking of 9 work-
related valuesin Chinese organizations.

Thefirst proposition in each pair is based on previous studies conducted in China.
Theauthorsmainly rely onthefollowing studies: the GLOBE Project, whichidentified
9 cultural dimensionsin 62 countriesincluding China(House et al., 2004); astudy of
preferences in organization development interventions in China conducted by Head,
Gong, Sorensen and Yaeger (2006); and Lewis's (1996) superior Chinese values.

The second proposition in each pair is based on amodel of value hierarchiesin
relationto institutional development (Alaset al., 2006). Empirical researchin Esto-
nian organizations has indicated that employee attitudes toward change depend on
thelevel of institutional development at thetimethat people commenced their work-
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ing life (Alas and Vadi, 2006). Therefore, the authors take also the previous work
experience into consideration. The authors assume that the values of older people,
who started their working life already in pre-1978 Chinaand experienced the social
transience in China at the end of the seventies and the beginning of the eighties,
could show some tendency toward value hierarchy during social transience in the
model in Figure 1. The value estimates of younger people, who have no work
experience of working in a planned economy, could be more similar to those esti-
mates made during aperiod of stableinstitutions.

A difference in rankings of values more than 1 place has been considered rel-
evant.

Organizational-legal valuesinvolve the staff’s understanding of the company’s
objectives, the existence of professional directions being followed and the
management’s supervision of staff activities. Asthe Chinese put emphasison long-
term orientation (Lewis, 1996: 280) and Management by Objectives (MBO) was
clearly regarded as the most acceptable organization development intervention in
China (Head et a., 2006: 33), the objectives of the company are important for
Chinese employees. The high level of respect for hierarchy among the Chinese
(Lewis, 1996: 275) places great importance on supervision. Therefore, the hypoth-
eses are as follows:

Hypothesis 1a: Chinese employees rank Organizational-legal values as one of
highest.

Hypothesis 1b: Younger Chinese rank Organizational-legal values lower than
older Chinese.

Social valuesinclude good relationships among the staff and between superiors
and subordinates, a lack of conflict within the staff group and a lack of conflict
between the young and the old. Taking into consideration the high score for Team
Building among organizationa development interventionsin China(Head et ., 2006:
33), thehighlevel of In-Group Collectivism according to the GLOBE study (House
etal., 2004) and also theideal Chinese corporate culture, which is humanistic/help-
ful and affiliate (Head et al., 2006: 30), the authors have developed the following
hypotheses:

Hypothesis 2a: Chinese employeesrank Social valueshighly.

Hypothesis 2b: Younger and older Chinese employees rank Social values simi-
larly.

Cultura values involve the “our” feeling and established standards of profes-
sional behavior inthe company and the similarity of professional evaluation criteria
for the personnel. Very strong collectivism, enhanced by the teachings of Confucius
(Lewis, 1996: 277) together with loyalty and harmony toward all (Lewis, 1996: 275)
and putting relationships over tasks (Lewis, 1996: 280), indicates the high impor-
tance of the“ours’ feeling among the Chinese. Perfectionism as one element of the
ideal Chinese corporate culture (Head et al., 2006: 30) resultsin high standards and
evaluation criteria. The authors assume:

Hypothesis 3a: Chinese employeesrank Cultural valueshighly.

Hypothesis 3b: Younger and older Chinese employeesrank Cultural values simi-
larly.
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Personal values comprise the leader’s imagination (the speed of thought and
opennessto new ideas), hisor her enterprising spirit and creativity in setting up and
solving problems and the manager’s skills and life experience. This indicates the
roleof theindividual in the organization. According to the Globe study (Houseet al.,
2004); Chinaholdsthe 7th position in theworld in termsof institutional collectivism
and 9thintermsof in-group collectivism. In Chinese organizations collective rather
than individual endeavors are emphasi zed and good interpersonal relationships are
valued rather than individual rights (Noronha, 2002). Asindividualismisin opposition
to collectivism and considered a taboo in China (Lewis, 1996: 280), the authors
made thefollowing hypotheses:

Hypothesis4a: Chinese employeesrank Persona val uesamong theleast important.

Hypothesis4b: Younger Chineserank Personal values higher than older Chinese.

Specialty-related values relate to an employee's professional education and the
acknowledgement of an employee as a specialist in his/her field. The knowledge
that the ideal Chinese corporate culture could be characterized as having a high
level of self-actualization (Head et al., 2006: 30), and career development is per-
ceived as an effective organizational development intervention in China (Head et
al., 2006: 33) brings usto thefollowing assumption:

Hypothesis 5a: Chinese employees rank specialty-related values highly.

Hypothesis 5b: Younger Chinese rank specialty-related values lower than ol der
Chinese.

Ethical valuesinclude honesty as an ethical value, self-respect and the preserva-
tion of self-respect in all situations and democratic management. As behavingin a
virtuous manner toward othersis expected (Lewis, 1996: 276), and humanistic cul-
tureis desired by Chinese (Head et al., 2006: 30), the authors assume:

Hypothesis 6a: Chinese employeesrank ethical valueshighly.

Hypothesis 6b: Younger Chineserank ethical values higher than older Chinese.

Values related to the mode of life consist of an assessment of the relevance of
contemporary office equipment and sufficient computers in the company and the
good condition of the buildings—all ensuring the company’s activities. Asthereis
some contradiction in Chinese eval uations—quality of work lifewas perceived asa
highly effective organizational development intervention in China, at the sametime
paying more attention to physical settingswas perceived asless effective than aver-
age (Head et al., 2006: 33) — the authors assume:

Hypothesis 7a: Chinese employeesrank valuesrelated to mode of life near average.

Hypothesis 7b: Younger and older Chinese employees rank values related to
modeof lifesimilarly.

Businessideological valuesor economic valuesinvolvetheregular analysisof a
company’s economic activities, the quality of the company’s products and services
and investments into the company’s future at the expense of the present wealth.
Although perfectionism isimportant for the Chinese (Head et al., 2006: 30), at the
same time, according to the GLOBE study, future orientation practices were lower
than the Globe average (House et a., 2004), and therefore:

Hypothesis 8a: Chinese employees rank businessideol ogical values as average.

Hypothesis 8b: Younger Chinese rank business ideological values lower than
older Chinese.
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L eadership ideological values gauge the staff’s personal interest in the quality of
the company’s products and services, their participation in the development of the
company’s strategy and readiness and ability for independent decision-making in
their sector of activity. Asperfectionism and high power distance are both elements
of theideal Chinese corporate culture (Head et al., 2006: 30), evaluations of this
dimension could be biased in China. Theimpact of traditional Chinese paternalistic
leadership based on Confucian traits (Noronha, 2002) as estimated by different
shows contradictory results: as both positive (Jenner et al., 1998) and negative for
TQM (Lo, 1998). Therefore, the authors have the following assumption:

Hypothesis 9a: Chinese employees rank L eadership ideological values near av-
erage.

Hypothesis9b: Younger Chinese employeesrank L eadership ideological values
higher than older Chinese.

Empirical Study
The sample

Research in 29 Chinese companieswas conducted in 2005-2006 with 1303 respon-
dents. The companies were from two areas: Peking and Jinan. From among the
respondents, 46.4% were from production companies, 7.2% from consulting com-
panies, 5.2% from the retail and wholesale industry, 2.1% from telecommunica-
tions, 1.2% from transportation and the rest were from the service sector, including
hotels and insurance companies. According to size, 11.5% of companies had less
than 100 employees, 44.3% had from 100 to 500 employees, 27.6% from 500 to
5000 and 16.6% more than 5000.

If we look at the sample, 53.2% of respondents were men and 46.8% women;
64.5% were younger than 36 years and 35.5% older than 35 years; 2.9% were top
managers, 5.7% belonged to top management teams, 13.9% were middle manag-
ers, 5.4% werefirst-line managers and 71.5% did not have amanagement position.

The authors have analyzed the work-related val ues of two groups according to
work experience separately. A total of 862 out of 1303 respondents had no work
experience from pre-reform China. We call these the ‘younger age group’; 431
respondents who had this experience form the so-called * older age group’.

The respondents filled in a questionnaire about work related values. The ques-
tionnaireincluded 46 items (Alaset a., 2006) to evaluate the 9 val ue groups previ-
ously described in this paper.

The questionswere translated from English into Mandarin and retranslated into
English. Theretrand ationswere compared to the original English version. In order
to make the questions understandable to employeesat all levels of the organi zations,
specific management terms were not used in the questions.

The authors use two methods for comparing the age groups: ranking of values
and T-test. Difference in ranking should be at least 2 places in order to consider
values of two groups different.
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Manifestation of work-related values

We proposethat work-related values vary between different groupswithin an orga-
nization. The line between the two groups is drawn by 1970 as the year of birth:
respondents in the younger age group are younger than 36 and those in the older
group older than 35 years. Differencesin attitudes and values according to the two
age groups are shown in Table 1.

Table 1. The manifestation of attitudes and organisational culture

Age N Mean | Std. Sig. (2-
group Dev. tailed)
Values related to the mode of life | Younger 862 | 4.44 .21 | .000*
Older 440 | 4.27 1.13
Business ideological values Younger Bb2 | 4.85 B6 ) 122
Older 440 | 4.80 .97
Ethical values Y ounger 862 | 4.92 1.03 | .000*
Older 440 [ 4.74 .92
Leadership ideological values Younger 862 | 4.98 91 .072%
Older 440 [ 4.82 .90
Social values Younger 862 | 4.93 99 | .002%
Older 440 | 4.76 92
Personal values Younger 8562 | 491 .00 | 006
Older 440 | 473 91
Speciality-related values Younger 862 | 4.82 04 1 049%
Older 440 | 4.86 .93
Organizational-legal values Younger 862 | 4.94 101 569
Older 439 | 4382 .98
Cultural values Younger 862 | 4.90 B9 372
Older 440 | 482 .85

Note: * indicates statistically significant difference. P< (15()

Results of the T-test indicate differences between the two age groups in 5 work-
related values. Theyounger age group found Ethical values, Leadership ideological
values, Social values, Values related to the mode of life and Personal values more
important than their older colleagues. Specialty-related valueswere higher in older
age group.

A comparison of the value rankings of the two age groupsis given on Table 2.
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Table 2. Comparison of Chinese values in different age groups.

Ranking of values during stable Ranking of values during
institutions — Younger Chinese group social transience - Older Chinese group

. Leadership ideological values . Speciality-related values

. Organisational-legal values . Cultural values

. Social values . Drganisational-legal values

. Ethical values . Leadership ideological values

. Personal values . Business ideclogical values

. Cultural values . Social values

. Business ideological values . Personal values

. Speciality-related values . Ethical values

[="- L N | I L ) I N R G
S8 a3 S| | ok | | b | =

=l
WO

. Values related to the mode of life . Values related to the mode of life
Note: The values here ranked separately, are marked in bold if they are more than
rwo places apart.

Results in connection with the hypotheses

Hypothesis 1aisalmost supported: younger age group ranked Organizational -legal
values as second and older as third. Hypothesis 1b is not supported: there were no
statistically significant differences according to T-test between younger and older
Chinese employees in evaluating in Organizational-legal values. Also ranking of
Organizational-legal valuesamong other valuesdifferentiated only one placein both
groups.

Hypothesis2ais partly supported: although the younger group ranked social val-
uesas 3, older age group ranked Social valuesonly as 6", and this does not support
thehypothesis. Hypothesis 2b isnot supported either: according to T-test, that younger
group evaluated social values statistically significantly higher. Therefore, younger
and older Chinese employees did not rank Socia values similarly as stated in the
hypothesis.

Hypothesis 3ais only partly supported: although older groups ranked cultural
values as 2", younger group ranked this only as 6. Hypothesis 3b is only partly
supported: although there are no significant differences according to T-test, thereis
adifference in rankings of cultural values between two groups.

Hypothesis4aisonly partly supported: Although personal valuesareranked one
before last in older groups, younger group ranks this value as average. Hypothesis
4b is supported: Younger Chinese rank Personal values higher than older Chinese.
Also T-test indicates, that younger group ranks personal values higher than older
group.

Hypothesis5aisonly partly supported: Specialty-related values are ranked first
by older people but only one before last by younger people. This was the biggest
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differenceinranking. Hypothesis5b is supported: according to T-test older employ-
ees evaluated specialty-related values higher than younger.

Hypothesis 6ais partly supported: only the younger generation ranked Ethics as
4" older group considered ethics only one before last. Hypothesis 6b was sup-
ported according to rankings and T-test.

Hypothesis 7ais not supported: Values related to the mode of life were ranked
last by both groups. Hypothesis 7bis partly supported: despitethe significant differ-
ence according to of T-test, younger and older Chinese employees ranked values
related to the mode of lifesimilarly.

Hypothesis 8ais partly supported: the older group ranked Business ideol ogical
values as exactly average and this supports the hypothesis. The younger group
ranked these values lower than average: only as 3" from the end. Hypothesis8b is
partly supported: athough there are no differences according to T-test, there is
differenceinranking.

Hypothesis9aisonly partly supported: although older group ranked L eadership
ideological values4™, thisisdlightly above average, younger group ranks L eadership
ideol ogical values as most important. According to rankings and T-test Hypothesis
9b issupported.

Conclusions and discussion

Thisstudy in 29 Chinese organizations contributesto our understanding about work
related valuesin China. Empirical research in Chinese organizations indicates dif-
ferences in work related values between different age groups. The authors com-
pared people (older age group) with work experience from the pre-reform period -
pre-1978 China, with those who started their work life in asociety that had already
changed and become open to foreign investments (younger age group).

Hypotheses were partly supported. Hypotheses based on cultural dimensions
(House et al., 2004) were more often true for older age group than for younger.
Most of the hypotheses devel oped based on the model of value hierarchiesin rela-
tiontoinstitutional development (Alaset a., 2006: 276) were supported according to
ranking of Chinese work-related.

The biggest differences between age groups were in rankings of Leadership
ideological values, Ethical values, Specialty-related values, Socia values and Cul-
tural values. The older age group ranked Specialty-related values and Cultural val-
ues higher than younger group. The younger group ranked L eadership ideol ogical
values, Ethical values, and Social values higher than older group.

Comparison of Chinese valueson Table 2 with rankings of valuesin institutional
model on Figure 1 indicates, that the val ue estimates of the younger Chinese group
are more similar to values during a period of stable institutions and values of the
older Chinese respondents are more similar to values during social transience. The
older Chinese group lived through the transition from a centrally planned closed
economy to the more open economy with foreign capital and joint ventures, which
started at the end of 1970s (Jingwen, 2000). When members of the younger Chi-
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nese group entered the work force, the major transition was already over and insti-
tutions were stable again.

If we focus on how specific work-related values have been ranked in the four
blocks of values presented in Figure 1 and Table 2, and compare how these values
have moved during different institutional developmentsin the different countries, we
get some regularity.

Thefirst two groups are formed from values that had changed in similar direc-
tionsin all countries along with the institutional changes. Specialty-related values
and Businessideological valuesare moreimportant during social transiencethanin
stable environments. We may call thisfist group of values ‘economic’ values. Itis
oppositeto Ethical values, Personal values, Social valuesand L eadership ideological
values: in a stable society these values have higher importance than during social
transience. We may label this second group as ‘social’ values. During fundamental
changes on macro level economic values start to dominate. After gaining stability
social values take over. Both these groups of work-related values are sensitive to
radical institutional changesin society.

Thethird group isformed from valuesthat change, but not in the sameway asvalues
in the first two groups. Organizationa-legal values and Cultural values have changed
differently in European sample and Chinese sample. In case of Finnish and Estonian
respondents Organizationa-lega values belonged to group of ‘economic’ values and
lost the importance during stable ingtitutions. In China both groups ranked Organiza-
tiona-legal values among thefirgt three. It was oppositeto Cultural vaues, which lost
vaueduring stableingtitutionsin China, but moved one place higher in European sample.
To take into account the character of Cultural values and direction of change in Euro-
pean ranking Cultural values could belong to group of ‘ social’ values. Thesetwo vaues
need further investigation and could be called * country specific’ values.

Theauthors provide model for institutionally sensitive work-related values (Fig-
ure 2).

Economic values: Social values:

Business ideological
values
Speciality-related

Social values:

Ethical values
Personal values

Social values
Leadership ideological
values

Socia transience

Ethical values

Personal values

Social values

Leadership ideological values

Economic values:
Business

ideological values
Speciality-related values

Stable institutions

Figure 2. Model of institutionally sensitive work-related values.
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Implications for managers

From thesefindings, the authors have devel oped some impli cations for managers of
Chinese organizations and also for foreign managersin multinational corporationsin
China.

A comparison with Europeans reveals that Chinese employees value Organiza-
tional-legal higher. Therefore, for Chinese people clear job descriptions, rules and
procedure are more important than for Europeans. The job instructions given by
managers should be very clear and the rules should be similar for all employees.
This has some similarities with Weber’s (1947) organization, which could be man-
aged on animpersonal, rational basis. Weber believed that an organi zation based on
rational authority would be more efficient and adaptable to change because continu-
ity would be less dependent on a particular person who might leave. Although in
today’s western organizations, this type of organization, called bureaucratic, has
acquired a negative meaning, there are some elements, which could be useful even
inthe 21st century. Rules provide standards, which have hel ped even western orga-
nizations (for example UPS) to become extremely efficient (Daft, 2006, p. 48).

The older group would find these kinds of rules especially useful. This could
improve the evaluation of the quality of the company’s production and service, and
the regular analysis of the company’s economic activities, which were both more
important to thisgroup than to the younger employees. Thisimpersonality and regu-
lation could also help the staff to develop asimilar vision of the company’s future,
which is moreimportant for the older than the younger group.

There should be some differences in dealing with people born after 1970. They
put greater emphasis on humanity, democratic leadership styles, freedom of thought
and speech in the company, the peopl€e’sfaith in the strength of the collective, good
rel ationshi ps between superiors and subordinates, good teamwork with the subordi-
nates and the manager’sskillsand life experience. They also emphasized theimpor-
tance of contemporary office equipment and means of communication, sufficient
numbers of computers in the company and the importance of the facade and foyer
of the company premises. This group wants to know more information about the
company’scondition.

Limitations and suggestions for further research

Although some useful conclusionsand implicationsare drawn, thisstudy haslimita-
tionsand requiresfollow-up studies. Conducting thisstudy in several other countries
could helpto test themodel of institutionally sensitive work-related valuesand coun-
try specific work-related values in the other former socialist countries. Testing the
model also in countries, which have not experienced socialism, could contribute to
obtai ning more information about combined impact of cultural background and insti-
tutional developments on country specific work-related values. In order to takeinto
account impact of religion, a study could be conducted in countries with stronger
religion attitudes than China, Estoniaand Finland. Case studies and in-depth inter-
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views could be useful toolsfor further research for finding basi c assumptions behind
country specific work-related values.

To conclude, this study emphasizestheimportance of knowing thework-related
values of employees from different age groups and the role of historical and eco-
nomic developmentsin shaping values. In addition to rankings of work-related val-
uesindifferent age groupsin Chinathe authors devel oped amodel of institutionally
sensitivework related values. Thisknowledge could hel p multinational companiesto
achieve a competitive advantage.
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CHANGES IN CHINESE ORGANIZATIONS FROM INSTITUTIONAL
PERSPECTIVE

Abstract

This paper is an attempt to study how different environmentsin history have influ-
enced change in Chinese organizations and to identify the types of change. The
research is based on 160 in-depth qualitative interviews with senior managers or
middle managersfrom Chinese companies sel ected from variousindustries, ranging
from manufacturing and technol ogy, banking and insurance organizations, to those
in energy and education industries. The paper carries out an analysis of organiza-
tional changein Chinafromtheinstitutional perspective accordingto historical stages.
Thefindings suggest that Chinese organizations have been going through a continu-
ous change process and alarge proportion of these changes were transformational,
which are by scope substantially more profound than transitional and developmental
changes. Meanwhile, a considerable proportion of the changes could be considered
re-creation, the deepest strategic change by scope compared to reorientation, adap-
tation and tuning. An understanding of changein Chinese organizationsintheinsti-
tutional context could help managers of Chinese companies gain a better under-
standing of the whole situation and make more appropriate decisions when imple-
menting change.
K eywor ds: organizational change, institutional context, types of change

I ntroduction

In recent years, China has undergone rapid economic reform and dynamic organi-
zational change. The economic reforms Deng Xiaoping started in 1978 have in-
creasingly introduced market forcesinto the socialist system. Several major devel-
opments have given special momentum to those changes: Chinaenteringthe WTO,
opening the western regions of China, building up an information network, trans-
forming new management systems nationwide and encouraging innovations and
entrepreneurship (Wang, 2003).

Currently economic reforms in China have come to the stage of reforming and
restructuring itsenterprises (Wei, 2003). Thisisakey step towardsthefinal success
of the entire economic reform process, which has been made clear by the Chinese
leadership (ibid). The dominance of state enterpriseisone of the major distinguish-
ing features of the Chinese economy between 1952 and 1975 (Bian, 2005). Even
today, under the context of entry into the WTO, the reform of unprofitable state-
owned enterprisesis till one of the keysto the fate of China's economic reformin
thetwenty-first century (ibid). All these provideanational, cultural and institutional
context for understanding organizational changesin China.

At the sametime many multinational sinterested in devel oping manufacturingin
Chinaare unfamiliar with conditionsinside thisemerging market (Foo, 2001). This
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paper is an attempt to analyze changes in Chinese organizations. The research
guestion is, which types of changes have taken place during the changes at the
societal level. Theauthorsuse aninstitutionalist approach in order to explain changes
in Chinese organizations. The authors assume that during deep changes at the macro
level, deep changes also take place at the micro level, this means within the organi-
zations. To test this hypothesisin-depth interviews were conducted in 160 Chinese
organizations.

In this paper, the authors first present a brief overview of institutionalism and
theories of change. Then the main stages in recent Chinese history are briefly de-
scribed from the institutional perspective. Following that, the results of the inter-
views are analyzed and discussed.

Literature Review

Institutional Context of Change

Sahlins (1985) argues that one cannot really understand certain social phenomena
without understanding both the historical eventsand the cultural meanings attributed
to these events by the relevant actors. Institutionalists have stressed the importance
of the institutional environment for understanding the behaviour of organizations
(North, 1990).

According to theingtitutionalist perspective, organizationsare socially embedded
in a particular society (Geppert, 2003). Organizations can be described using the
open-system approach, in which the organization may be seen as answering the
challenges of a new environment.

I nstitutions could be seen from both the structural and social perspective. Froma
structural viewpoint, institutions exist asinstitutionalised forms of ‘external social
constraints’. Fromthe social perspectiveinstitutions can be understood as operating
to enforce a behavioural definition, which may take the form of either ‘cultural
accounts' or ‘cultura rules'. This means that institutions are accounts of how the
socia world works and embody normative principlesand social values(Meyer et a,
1994.24).

Socio-economic transformation, at both macro and micro levels, could be under-
stood as ingtitutional change from both the structural and social perspective, em-
bracing both structures and social values. The elements of an institution may lose
credibility and need redefining — the processes of deinstitutionalisation and
reingtitutionalisation take place.

During deinstitutionalisation, the contingent nature of cultural accountsand rules
arerevealed, interrogated, contested, opposed, effectively challenged and ultimately
overturned. The process may be gradual or sudden and may affect formal institu-
tionsand institutional practices at different rates. Deinstitutionalisation takes away
the certainty associated with institutionalised rules, attacks the meaningful ness of
the social world and thereby reduces the level of socia support and motivation.
Reinstitutionalisation involves the construction of new formal institutions and the
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realisation of new social practices. During this process, patterns and activities are
redefined on the basis of values that differ from the values previously taken for
granted. New socia practices evolve slowly because the values and their underly-
ing logic taketimeto become reproduced unquestioningly as part of routine conduct
(Clark and Soulshy, 1999: 40).

From this ingtitutional view, social transition may be interpreted as the period
between the effective demise of one institutional system and the point at which
another institutional system has been established and accepted on new cognitive
and normative grounds. Such circumstances create acute social and psychological
problems for social actors, and this period has been called social transience (Clark
and Soulsby, 1999:40).

Changesin the environment necessitate that organi sations modify themselvesas
well. Therefore, the authors suppose that during social transience deep changes
take placein organizations.

Types of Changes
Looking at the different types of changes raises a number of gquestions. what has
been changed, by whom and how quickly.

Types of change in terms of scope

In content research, most theorists divide changeinto two types according to scope:
change taking place within the given system and change aimed at modifying the
system itself. The most popular terms for this classification are first order change
and second order change. First order change provides a method for managing sta-
bility. It helps one to manage current strategy more effectively and efficiently
(Bartunek, 1993). This type of change proceeds via a sequential step-by-step as-
sessment, guided by aspecific objective, making systematic and rational evaluations
of an organization and its environment. A first order change cannot produce trans-
formation because it lacks the creativity to discover new strategic ideas (Hurst,
1986).

Second order change callsfor innovation in order to lead the change. It searches
for agreement about what the end result should be and then considers how an
organi zation could be changed to meet these new expectations. Second order change
isdifficult to carry out because information gathering in an organization will tend to
reify the rules, culture, strategy and core processes that make up its current para-
digm (Nutt and Backoff, 1997).

Van de Ven and Poole (1995) describe change in organisations using the terms
prescribed change and constructive change. The prescribed mode of change
creates change within an existing framework thereby producing variations on a
theme. It can be compared to first-order change. A constructive mode of change
generates unpredictable novel forms that have no continuity with the past. Thisis
similar to second-order change.

Nadler and Tushman (1989) divide change according to two criteria: the scope
of change and the positioning of change in relation to key external events. Accord-
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ing to scope, change can bedivided into incremental change and strategic change.
This division describes the changing of the subsystems of the organisation versus
the changing of the entire system. Strategic change addresses the whole company
and hel psan organi sation devel op acompl etely new configuration. Incremental change
focuses upon some components of the organi sation with the goal of maintaining or
regai ning congruence.

According to the positioning of changeinrelation to key external events, change
can be divided into reactive changes and anticipatory changes (Nadler and
Tushman, 1989). Reactive change is the response to an external event or series of
events. Anticipatory change is initiated in anticipation of events that may occur.
When these two dimensions are combined four types of change are discovered:

- Tuningisincremental change made in anticipation of future events

- Adaptation isincremental change made in response to external events

- Reorientation is strategic change made in anticipation of future events

- Re-creation is strategic change necessitated by external events

The most difficult change to manage is strategic organisational change.

Another typology dividing change into three types puts forward Alpha, Beta,
and Gamma change. Alpha change is behavioural change, beta change refers to
scal e calibration and gammachange is about concept redefinition (Armenakis, 1988).
Alpha change involves a certain variation in the degree of some existential state,
given aconstantly calibrated measuring instrument that taps a constant conceptual
domain. Beta change involves a variation in the degree of some existential state,
complicated by the recalibration of some portion of the intervals of the measure-
ment continuum associated with arelatively constant conceptual domain. Gamma
change involves a basic redefinition or reconceptualisation of a certain domain; a
radical restructuring of perceived reality that generates differencesin state.

Beta change occurs when the standard of measurement used by a subject to
assess a stimulus changes from one testing period to another (Armenakis, 1988).
Gammachangeinvolvesdiscontinuous shiftsin mental or organisational frameworks
(Golembiewski et al., 1975). According to gammachange, asubject’sunderstanding
of the criterion being measured changes from one testing period to the next. If
behavioural change must be considered, then gamma and beta change cannot ac-
count for the change on a measurement scale (Armenakis, 1988).

Ackerman (1986) has devel oped amodel describing threetypes of organisational
change — developmental change, transitional change and transformational change.
These types of changes, with examples and suggestions, are in Table 1. Develop-
mental change is the least threatening and easiest to manage. Transformational
changeisthe opposite and isthe most threatening, difficult to control, profound and
dramatic. Where the future stage in atransformational change is largely unknown
until it evolves, in atransitional change, each future stageisconsciously chosen asa
specific goa or end point. However, you may not know how to get there. This
makes it somewhat threatening.
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Table 1. Types of changes with examples and suggestions

Definition

Examples

Suggestions

Developmenta

Improving
what already
exists

Technical expertise
Team building

Expanding market

Enable ideas for change
to originate and
develop trom the
individuals affected

Transitional

Achieving a
new stage,
which requires
introduction of
new ways of
operating

Reorganization

New products and
services

New methods and
procedures

New techniques

Effective two-way
communication:
identify similarities and
differences between
current and new ways,
report regularly the
status of change.
Indicate milestones to
measure success, if not
met, communicate the
reasons and revise
plans

Transformatio
nal

Achieving a
new stage,
requiring a
dramatic shift
in
organisational
vision and
strategy

Mergers and
acquisitions

Major shift in
product line(s)
Major restructuring
effort

Educate people what
transformational
change is, why they
feel the way they do
and why you may not
be able to answer all
questions they may
have. This builds a
foundation of
understanding and trust
from which to move
forward

In order to compare the different typologies, the author has presented types of
changes according to different theoristsin Table 2.

Burkeand Litwin (1992) have devel oped amodel for distinguishing between two
types of deeper change. They argue that transformational change occurs as a re-
sponse to the external environment and directly affects transformational factors:
organisational mission, strategy, leadership and culture. The transformational fac-
tors deal with areas that require new employee behaviour as a consequence of
external and internal environmental pressures. Transactional change deal swith psy-
chological and organisational variablesthat predict and control the motivational and
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performance consequences of the work group climate. These include management
practices, structure, systems, task requirements and individual skills. Transforma-
tional and transactional factors together affect motivation, which, in turn, affects
performance.

Transitional change could be compared with transactional in Burkeand Litwin's
(1992) terminology. They make adistinction between transformational and transac-
tional changes according to the factors changed. During transformational changes,
strategy, mission, organizational culture or leadership style are changed. Transac-
tional factors include structure, task requirements, individual skills, systems and
management practices. Because of these lists of factors, the authors of this paper
found thistypology the most suitable for analyzing changesin Chinese companies.

Table 2. A comparison of change grouped according to scope

Growth Development | Transformation

Ackerman Developmental Transactional Transformational
L

(1956) change change change
Armenakis Alpha change Beta change Gamma change
(1988)
Watzlawick et al  First-order change Second-order change
(1974)
Watzlawick et al  Linear change Breakthrough change
(1974)
Watzlawick et al  Incremental change Radical change
(1974)
Greiner (1975) Evolutionary Revolutionary

change change
Weick and Episadic change Continuous
Quinn (1999) change
Van de Venand  Prescribed Constructive
Poole (1995)
Madler and Reactive change Anticipatory
Tushman ( 1989) change
MNadler and Incremental change Strategic change

Tushman ( 1959)
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Types of change in terms of initiative

Methods for initiating change are grouped as planned and unplanned, self-initiated
and imposed, management-driven and participatory changes. Planned changes can
belooked at as self-initiated changes, management-driven or participatory. Imposed
changes may be planned also, but by somebody el se.

Unplanned change is usually spontaneous and random (Jick, 1993). It can be
beneficial or disruptive, but, more often than not, unplanned changesaredisruptive.
Planned changeisarationally controlled, orderly process (Cummings and Worley,
1997). Itisusually triggered by thefailure of peopleto create continuously adaptive
change (Dunphy, 1996). The need for planned change can come from external or
internal sources or both. Both external and internal planned change can produce
resistancein people, or it canincreasetheir energy and productivity. Planned change
is intentional and thus occurs as a result of thoughtful efforts and interventions,
often with the help of change agents.

Dirks, Cummings, and Pierce (1996) have made a difference between self-initi-
ated and imposed changes. A self-initiated change means that individuals make
changesasaresult of their own initiative and volition. Animposed changeischange
initiated by others so that the individual isforced to act.

Management-driven changeistypically executed by managers employing ava-
riety of techniques and personal styles ranging from authoritarian to participative,
depending on their preferences and the nature of the situation. But the primary
importance in management-driven change is that most, if not al, of the power re-
mains with the management (Bruce & Wyman, 1998). Participatory change, on the
other hand, is based on the premise that there is a genuine sharing of power and
responsibility for change between employees and the management (ibid).

Duration of change

In achange event categorization scheme, Struckman and Yammarino (2003) differ-
entiate between short-term and long-term change, where both could provideradical
or continuousimprovement.

Recent Chinese History from the Institutional Perspective

In Table 3, Chinese history starting from 1949, when the Chinese Communist Party
came to power, has been presented from an institutional perspective.

Table 3. Institutionalization in Chinese History from 1949

Period Event Institutionalization
1949 Founding of the People's Republic of Creation of new
China institutions
1949-1977 Mao Zedong Era: command economy Period of stable
institutions
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1978 Start of Chinese economic reforms Deinstitutionalizatio
n
Latel970s Opening trade with the outside world, Creation of new
instituting the household responsibilit additional
—early1980s e e P Y i
system in agriculture mnstitutions
1980s Creating market institutions, converting  Social transience
an administratively driven command
economy to a price driven market
economy
1990s Creating a viable banking system Creation of new

additional
institutions

Late-1990s- Industrial reform, involving enterprise Reinstitutionalizatio

early-2000s reform and the closing of unprofitable n
state-owned factories
2001 Entry to WTO Continuation of

Reinstitutionalizatio
n

Notes: Deinstitutionalisation — the period when the contingent nature of cultural
accounts and rules are revealed, interrogated, contested, opposed, effectively
challenged and ultimarely overtirned,

Reinstitutionalisation — the period then the construction of new formal institutions
and the realisation of new social practices takes place.

As Chinahad been at war since 1937, deinstitutionalization already took place dur-
ing the war (Sun and Alas, 2007) and to implement change in the system in 1949,
new additional institutions for establishing the socialist order were created.

After many years of war and revolution there was a period of relative stability
with stableinstitutionsin Chinabetween 1949 and 1978 (Qin, 2005).

Deinstitutionalization started in 1978 when economic reforms started by opening
trade with the outside world (Zhang, 2004): the government gave up its rigid mo-
nopoly over foreign trade (Foy and Maddison, 1999). The central government started
to give some or al of the decision-making power to local governments (Jia, 1998).
Tothisend, additional institutionswere created.

Inthe 1980s, converting an administratively driven command economy to aprice
driven market economy ushered in the second phase of economic reform. On em-
barking upon this difficult task social transience started in society. Old institutions
common in more closed planned economies had to be replaced with new institutions
needed in a market economy. As this new system was not known to the Chinese
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people, this stage was not familiar for them. They did not know how this new sys-
tem should function.

Inthelate 1990s, there was the need for reformsin the banking system (Chinese
Economic Reform, 2006). New additional institutions were needed to implement
thisreform.

The reforms of the late 1990s focused on closing enterprises that had become
unprofitable due to the inefficiencies of the state, inefficiencies that had ultimately
led to increasingly financing state enterprises via bank credits (Dorn, 1989). This
created the need to reinstitutionalize.

Animportant step for China, which made the Chinese economy more open, was
becoming amember of WTO in 2001 (Chow, 2000). While Chinais pursuing institu-
tional reformsin state-owned enterprises and the banking and financial sectors, itis
also aware that the reforms continue.

Institutional Changes and Organizational Changes

The authors argue that there are connections between the institutionalisation stage
at the societa level and the types of change in organisations — they combined the
institutional stagesat the societal level with the classifications of thetypes of change
developed by Ackerman (1986). According to arecent study of Estonian organiza-
tionsin Eastern Europe, developmental changes mostly take place during the stable
stage of institutionalisation (Alas 2004). Therefore the authors hypothesise:

- Hypothesis: During social transience, transformational changestook place
in Chinese organizations.

To summarize the theoretical framework for the current study, changes are most
often classified according to scope and the way the changes are initiated. In trans-
forming economies, the changes differ from changes occurring in established capi-
talist countries, not only in terms of scope, but also in terms of the time limit for
implementing the changes. Changes with the same scope should be achieved in a
much shorter timein order to survive. Therefore, the duration of changeisimportant
in understanding change.

M ethodology

In 2006, interviewswere carried out in 160 companiesin several largecitiesinthe
northern part of China: Beijing, Tianjin, Jinan and Zibo. Structured interviewswere
conducted with top managers or middle managers from different companies to
acquire information about changeintheir organizations. All theinterviewees have
experienced recent organizational change at work, and have been directly in-
volved in strategy formulation and implementation. Apart from their knowledge
and views on the questions asked, the interviewees were encouraged to elaborate
on the process and complexities of the organizational changes experienced inside
the companies. The characteristics of the respondents according to position are
givenin Table 4.
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Table 4. Characteristics of respondents according to position

Position Percentage
Top manager or CEO 39.4
Deputy directors or vice general manager 40

Middle managers specialized in HR 5

Middle managers specialized in marketing ER.
Middle managers specialized in finance 3.

Project managers 2.5
Assistant 2.5
Customer service 1.3

The companiesinvolved represented variousindustries and sectors. Characteristics
of the sample according to the industry are asfollows: 28.1% of the companies are
production firmsand 21.9% are service firms; 17.5% deal with education and 6.3%
with consultation and training; 13.8% with telecommunication, 2.5% with the enter-
tainment industry and 1.3% in banking. Government agencies and trade companies
both form 4.4% of current sample.

The questionsin the interview were adopted from a survey conducted in Esto-
nian organizations (Alas and Sharifi, 2002). Most questionswere open-ended, how-
ever, in some cases closed-ended questions were used, for example, in order to
figure out those factors that had changed during the changes. The interviews were
first analyzed individually to identify issues relating to organizational change and
then compared and summarized.

Results analysis

The reasons behind the change varied alot due to the differencesin size, sector and
the age of the 160 companies. The two main reasons were to increase profit and keep
up with the trend of national macro development; 18.8 percent of companiesimple-
mented change either to save the enterprise from bankruptcy or improve profitsin
order to survive under the market economy; 18.1% of companiesinitiated changejust
to beinlinewith the nationwide economic reform and enterprise reform or follow the
new requirements or rules of the new economic regime. The next two most important
reasons were quality improvement and market expansion mentioned by 16.3 and 15
percent of companies respectively. Due to the impact of the liberalization of the
economy and accession to the WTO, a considerable percentage of companies real-
ized the necessity to increasethe quality of their productsor services, and explore new
approaches to expand market share. Meanwhile, 11.9 percent of companies started
some change as aresult of the influence of benchmark companiesin the sameindus-
try. The managers in these companies learned about successful change experiences
from the market leaders and determined to trial a new management style or produc-
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tion modd hoping to improve the efficiency of the whole company. Despite the fact
that quite alarge proportion of Chinese companies had implemented change on their
own initiative, there were still a certain number of companies (11.3%) emphasizing
that the change was driven by an administrative command from alocal authority or
government. Finally, theleast mentioned reasonswere motivating employees, adjust-
ing HR management and becoming listed on the exchange market.

Initiators of change

Changeswere started from the top. Twenty per cent wereinitiated by local govern-
ment or authorities—for example, the government decided to sell the shares of one
plant to foreign investors or to privatize some state-owned enterprises. Top leaders
of the organization initiated 72.5 per cent of changes, 2.5 per cent wereinitiated by
middle managersand 5 per cent by lower-level employees. At the sametime, changes
initiated from the lower levelswere only developmental changes, which took place
in a certain department or in a specific aspect of management. Transformational
and transactional changes were initiated from the top.

Duration of change

With regardsto the duration, the most common planned timeframewasfrom 4 to 12
months. The range of time planned for changes was from 1 month to 4 years.
Among the 160 respondents, about half of them mentioned that changes in their
organizations were finished on time. However, 28.1 per cent of the organizations
didn’t manage to complete the changes within the planned timeframe. Meanwhile,
15.6 per cent of the organi zations witnessed afaster pacein accomplishing changes:
completing them earlier than planned. This is due to the Chinese polychronic cul-
ture. Chinese people normally prefer to plan alonger time than they think will actu-
aly be needed. As Chinese organizations normally have quite a large number of
employees, it is common that changes are not likely to be finished within a short
period. Some enterprises with several thousand employees have to spend several
years to complete a dramatic transformation.

Change in terms of scope

One classification from Nadler and Tushman (1989) takes into account timing and
scope, and divides changes into four types: Tuning, Adaptation, Reorientation and
Re-creation.

Based on the analysis of the reason and context of changes, the authors found
that most of the companies underwent reorientation and recreation. Reorientation,
where strategic changes were made in anticipation of future events, was experi-
enced by 26.9 percent of companies— for example, in order to survive when more
foreign compani esflooded into the Chinese market within aperiod of several years,
some organi zations started to change their mission, strategy or entire quality inspec-
tion systems. According to 64.3 percent of interviewees, the changes were necessi-
tated by external events, such as the threat of bankruptcy, enterprise reform policy
or increasing demand from clients about quality. The strategy and mission along
with the principal managerial elements were also changed. So they clearly experi-
enced drastic strategic change, which can be seen as re-creation.
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Tuning and adaptation were discovered in only 8.8 percent of the organizations:
in 3.8 percent of organizations incremental changes were made in anticipation of
future events and in 5 percent of organizations incremental changes took placein
response to external events.

To carry out a deeper analysis on the basis of the scope of change in Chinese
organizations, Ackerman’s (1986) model was deemed suitable. The model classified
changeinto three categories: developmental change, transitional change and transfor-
mational change. In order to distinguish between two types of deeper change, Burke
and Litwin's (1992) model weretaken asthe basis. They divided the change into two
types. transformational and transactional change according to the factors changed.
Transformational factorsdeal with areasthat require different employee behaviour as
the consequence of external and internal environmental pressures. Transactional fac-
tors deal with psychological and organizationa variablesthat predict and control the
motivational and performance outcomes of the climate of the work group.

Thelist of factorswas presented to respondents and they had to indicate, which
factors were changed in their company (Table 5).

Thefollowing analysisis based on data presented in Table 5.

In the process of change, transformational and transitional factorswere changed.
Changes in strategy were experienced by 83.8 per cent of organizations, 77.5 per
cent and 74.4 per cent changed their | eadership and management practice. While, in
72 per cent and 71 per cent of organizations, there were changes in structure and
systems respectively. Then 70 per cent and 65 per cent of respondents mentioned
they changed mission and culture respectively. For example, in some organizations
the corporate culture changed from being relationship-oriented to more task-ori-
ented. Compared to the above factors, the factor that was changed the least was
individual skills, which was mentioned by only 42 per cent of respondents. This
shows that changes in most organizations tended to be organization-level oriented,
whileindividual skillswererather ignored. Thiscan partly be attributed to the situa-
tion that managersin Chinese organizations lack the competence to handle change
and employees lack the knowledge and skillsto accept and adjust to change.

There were more changes in the production sector compared to other sectors, in-
cluding services, education, etc. Strategy was changed by 91 percent of production
plants, while 76.4 percent of companies in other sectors experienced a change in
strategy. Meanwhile almost al production companies (96 percent) changed their
leadership, while only 60 percent of companies in other sectors witnessed changes
in leadership. The percentage of production companies that changed structure is
twice that of firms engaged in other sectors (86% vs. 43%). Moreover, there are a
larger proportion of production companiesthan companiesin other sectors undergo-
ing changes in individual skills (46% vs. 37%) and systems (84% vs. 58%). The
percentage of companies in the production sector and other sectors changing man-
agement practicesis almost equal.

When analyzing these results, another fact should be taken into consideration —
that is, Chinese companies, especially somelarge production plants, were quite old
with along history of several decades or even longer. The authors compared the
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Table 5. Changes in Chinese organizations based on the Burke-Litwin model
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Qo 100 25.1 71.9 1.3 6HE.8
Transformational
factors
Strategy 83.8 91.1 T6.4 90.0 77.5
Mission (9.4 733 65.4 78.0 60,8
Culture 63.0 75.6 54.4 74.10) 56.0
Leadership 77.5 05.6 594 80.0 75.0
Transactional factors
Structure 650 867 43.3 T0.0 G010
Task requirements 65.6 71.1 6.1 62.0 69.3
Individual skills 41.9 46.7 37.1 42.0 41.8
Systems 71.3 844 58.1 78.0 64.5
Management 74.4 75.6 73.2 78.0 70.8

practices

companiesfounded before and after the economic reformin 1978 (See Table5). All
the companies founded before the economic reform were state-owned or collective
enterprises. Among the nine factors, companies founded before the economic re-
form experienced more changes in eight of them (except task-requirement) than
those established later on. 1n 90% of the companies established before the eco-
nomic reform began, strategy changed. In 80% of these companies, leadership
changed. Along with the national economic reform, the government realized how
urgent it wasto change the previously centralized decision-making towards amore
democratic leadership style in state-owned enterprises, and so they made effortsto
create a suitable environment for the cultivation of this new style. In 78 percent of
the older companies, mission, systems and management practices were changed.
Even organizational culture, normally regarded asan element hard to change, changed
in 74% of the enterprises founded before 1978. Thisis mainly associated with the
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change of the whole system and management style. Under the planned economy
their job was lifelong and regarded as an “iron rice bowl!”. Under the new system,
where the salary was calculated on the basis of the quality of work and a competi-
tive system, employees were more motivated and dedicated to their job.

In the younger companies, less change took place compared to the older compa-
nies; however, the changeswere still significant. Faced with amarket economy and
the enterprise reform, companies founded after 1978 were also active in imple-
menting change. Strategy was changed in 77% of companies, although the percent-
ageislessthan that of older companies, it neverthelessindicated that great efforts
had been made to adjust to the market economy and survive in a fiercer environ-
ment of competition after accession to the WTO. Accompanying the changesin the
transformational factors, all transactional factors also changed in organizations es-
tablished after 1978, of which task requirements were changed in 69% of compa-
nies, having changed in only 62% of the older group of companies. It can be seen
that under the new price-driven market economy, younger companies were awvare
of the great importance of implementing change in order to survive, retain their
competitive advantage and increase profits.

Changes were analysed in terms of the size of the companiesin Table 6.

Table 6. Changes in Chinese organizations in terms of the size of the company

Number of All 100 101-  501- 1001 3001  5001-
employees AP 500 1000 - -

4mp 3000 5000
%o 100 231 37.5 04 11.9 s.1 10.0
Transformational
factors
Strategy 838 757 885 733 842 769 938
Mission 9.4 67.6 705 600 684 T69 7350
Culture 65.0 51.4 T0.5 G010 63.2 69.2 81.3
Leadership 77.5 64.9 T8.7 733 4.2 84.6 93.8

Transactional factors

Structure 65.0 568 T053 667 B95  B46  BTS
Task requirements 65.6 56.8 656 533 789 462 938
Individual skills 41.9 324 361 333 737 462 563
Svstems 71.3 703 672 733 789 692 813
Management 74.4 703 705 733 895 613 938
practices
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In terms of size, the largest companies underwent more changesin all transformar
tional and transactional factors. There was an especially sharp contrast in changes
in strategy, culture, structure and task requirements if we compare the largest com-
panies with the other smaller companies. The results indicated that the larger the
company, the more drastic changestaking place and the more factorswere changed.

Based on these results and the subsequent analysis, it could be concluded that
only 5 per cent of the changes were developmental changes, which normally took
placein one department. For example, the introduction of new software into the IT
department or adjusting new systemswithin one department. Meanwhile, 41.3% of
the changes were transitional and 53.7% were transformational. As the Chinese
economy isstill transferring to amarket economy from a planned economy, half of
the organizations in the survey experienced dramatic changes in ownership, espe-
cially after the enterprise reform was launched. For example, some state-owned
enterprises experienced the change to a private limited company, some small state-
owned enterprises were merged to become a large one and some enterprises were
acquired by private owners. Some government agencies under the planned economy
even became independently run companies or affiliates of local authorities.

Conclusions and Discussion

The authors are of the opinion that organizations cannot be understood in isolation
from social contexts. The main context for this study was the social transience in
China during the change from acommand economy with a centralized control sys-
tem to afree-market economy with a price-driven system under asocialist political
regime. The Chinese government’s commitment to replacing the planned regime
with free-market mechanisms provided the dominant institutional context for orga-
nizational change in China. Importantly, since the economic reform, the reform of
Chinese state-owned enterprises has been an integral part of the economic reform
in China. In addition, the globalization of markets has added to the urgency with
which companiesin Chinaneeded to implement organizational changesin order to
deal with theincreased competition.

Interviewsin 160 Chinese companiesindicatethat deeper organizational changes,
where transformational factors were changed, were initiated from the top and only
afew developmental changes wereinitiated from lower levels.

Our research results supported the hypothesis: during social transience transfor-
mational changestook placein Chinese organi zations. Table 7 summarisesthe changes
in Chinese organi zationswithin theinstitutional framework.

Table 7. Changes in Chinese organizations within the institutional framework

Period Institutionalization Types of organisational changes
1949-1977 Period of stable institutions Developmental changes
1978 Deinstitutionalization Transformational changes
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Late 1970s  Creation of new additional Transitional changes
institutions

—early
19805
1980s Social transience Transformational changes
1990s Creation of new additional Transitional changes
institutions
Late 1990s  Reinstitutionalization Transformational changes
—early
2000s
2001 Continuation of Transformational changes,

reinstitutionalization Transitional changes

In the eraruled by Mao Zedong in China, only some devel opmental changes were
allowed to take place. Then after the economic reform program was launched,
drastic and strategic changes started to take place.

A comparison of the changesin different industries revealed that more changes
took placein the production sector than other sectors. Changeswere also much less
profound in the services sector. A possible reason for thisisthat conventional wis-
dom regards China as a strong low-cost manufacturing base, and the Chinese gov-
ernment has been reluctant to open its services sector to international competition,
because of its weak competitive position.

Analysis of change in terms of the size of the organizations showed that the
larger organizations experienced more drastic changes than the smaller ones. In
terms of age, younger companies, although experiencing less change due to adopt-
ing aless profound approach to change than the ol der companies established before
the economic reform started, were still found to be quite active in implementing
change.

To summarize, the results indicate that Chinese organizations have been in a
continuous change process and alarge proportion of the changes were transforma-
tional, which are much deeper and more profound than transitional and devel opment
changes in terms of scope. Based on Nadler and Tushman’s model, almost two
thirds of the changes could be considered re-creation — the deepest strategic change
in terms of scope compared to reorientation, adaptation and tuning. These could be
explained more explicitly in the institutional context. During the social transience
and reinstitutionalization stage, the deepest changes in terms of scope took place.

Further Research Proposal

This study was based on interviews conducted with top or senior managersin Chi-
nese companies from several areas. The research results could be more general-
ized if a larger number of companies from more cities or areas were included.
Another option for future research is that the same interviews could be conducted
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again after some years in order to obtain dynamic knowledge about the types of
changesfrom theinstitutional perspective.

Thefinding that transformational changestook place during social transiencein
Chinese organizationsis consistent with research results obtained by Alasand Vadi
(2006) in Estonian organizations during social transiencein Estonian society. There-
fore, the authors can already start to make broader generalizations on the basis of
these conclusions about organi zational changeintwo countriesin transition — Esto-
nia and China — and assume that transformational changes are also likely to take
place in organizations in other countries undergoing economic transition. But this
assumption should be checked by observing other countries, such asthe Ukraine or
Russia, which have not been so successful in their reforms.
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CONNECTIONS BETWEEN FACTORS OF READINESS TO CHANGE
IN CHINESE ORGANIZATIONS

Abstract

Thisstudy in 29 Chinese organizations contributesto our understanding of readiness
to change Study reveal s the importance task and relationship orientation of organi-
zational culturefor organizational |earning and employee attitudestoward changein
Chinese organizations. There are differences in China compared to countries in
Europe: two important components of learning organization are not acceptable in
China: Chinese employees are afraid of making mistakes and they do not want to
reduce status symbol to the minimum. The model about impact of organizational
culture upon organizational learning and attitudestoward changesin Chinese orga-
nizations has been devel oped.

Keywords: attitudestoward change, organizational change, organizational learning,
organizationa culture, China,

I ntroduction

Chinais one of fastest developing countries in the world. During changes in the
macro environment the challenge has been to internalize a new type of organiza-
tional behavior in order to operate successfully under unfamiliar conditions (Sunand
Alas2007). Learning, both institutional and individual, has become aprerequisitefor
the success and survival of organizations (Alas 2007a).

According to Lang and Steger (2002), problems in the other fast developing
region, in East-European companies have in adopting Western practices stem from
national and organizational cultures. Resistance to learning may stem from the cul-
ture and structure of the organization (Salaman and Butler 1999) and the past orga-
nizational experiences of the membersof the organi zation enable or hinder the‘learn-
ing process’ equally (Alas 2006).

Therefore the focus of the change process has shifted from product innovation
and technological change to behavioral aspects of change and to attitudes about
change (Bergquist 1993). Organizational change has been seen as an individual-
level phenomenon, because it occurs only when the majority of individuals change
their behavior or attitudes (Whelan-Berry et al. 2003).

The aim of this paper isto study the connection between factors of readinessto
change: how orientations of organizationa culture predict attitudes concerning change
and organizational |earning in Chinese organizations.

In this paper the author will first present the theoretical framework for studying
the behavioral factors that indicate a readiness for change. Next, empirical data
collected from Chinese companiesis analysed. The model about impact of organi-
zational culture upon organizational learning and attitudes toward changesin Chi-
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nese organi zations has been devel oped. Finally, based on empirical findings, guide-
lines for managing Chinese companies are devel oped.

The theoretical framework

The readiness factors act like a bridge between identifying what needs to happen
and the activity of implementing the change (Struckman and Yammarino 2003).
Porras and Robertson (1987) have criticized organizational changetheory for using
too many manipulative variables. In thisarticle the author focuses on alimited num-
ber of behavioral readiness factors.

The ability to adapt to change is enhanced through learning organization, the
antithesisof thetraditional bureaucratic organization (Driver 2002). A learning orga-
nizationisgood at creating new solutions and good at sharing knowledge with other
members who may need it (Sugarman 2001).

Learning does not take place solely in the minds of individuals, but rather stems
fromthe participation of individualsin social activities (Gherardi and Nicolini 2001).
The central concept of research into organizational learning isthe concept of ‘ orga-
nizational culture’, because it highlights the context within which learning occurs,
and it providesthe framework for understanding how the outcomes of past learning
become ingrained in organizational norms and routines (Alas 2006). Shared cogni-
tion has been argued to play animportant rolein understanding organizational issues
(Cannon-Bowers and Salas 2001). It has been stated that creating | asting organiza-
tional changeisinextricably linked with culture change (Manring 2003).

Employee attitudes are considered an indicator of the future success of an orga-
nization (Hurst 1995). In the context of organizational change, attitudesto change—
the benefits of the change and the competence of managers to implement these
changes—become important (Alas and Vadi 2006). When seeking the information
employees need for decision-making, they focus on information consistent with their
attitudes (Frey 1986).

As change requires learning new skills, behaviors and attitudes, it demands a
certain effort from employees (Alas 2007b). In order to use their energies for this
purpose, employees should be motivated to maintain their position and membership
in acertain organization. Two constructs, commitment and satisfaction, have both
been considered asindicators of whether individual s are effectively connected to an
institution or might quit (Holton and Russell 1999). Attitude strength dependson the
extent to which these attitudes are related to each person’s own deeply held philo-
sophical and political valuesand are of concern to the person’ssocial group (Boninger
et a. 1995).

In connection with organizational change, the authorsview organizationa culture
from afunctional perspective as an adaptation mechanism, which helps an organi-
zation to adapt and survivein achanging environment. Schein (1992) seesorganiza-
tional culture as a deep-rooted phenomenon, which cannot be changed easily — a
pattern of basic assumptions that a given group hasinvented, discovered, or devel-
oped in learning to cope with its problems of external adaptation and integral inte-
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gration. Thetask-orientation and relationshi p-orientation of organizational culture
have been highlighted by several theorists: Cooke and Lafferty (1986) focus on
peopleversustask; Goffee and Jones (2001) separate sociability, whichissimilar to
rel ationship-orientation and solidarity, and similar to task-orientation; Harrison (1995)
distinguishes between power culture, role culture, achievement culture and support
culture. In the context of organizational change, task-orientation could influence
people’s attitudes by establishing clear goals and developing values, which could
help the achievement of these goals at all levels of the organization (Alas and Vadi
2006).

To conclude, when analyzing readiness to change, the impact of organizational
culture upon organi zational |earning and employee attitudes towards change should
be taken into consideration. Thetheoretical framework of the study ison Figure 1.

FIGURE 1
The theoretical framework of the study

Organizational
Learning

Organizational
Culture

i

Attitudes toward
Changes

Empirical study

The sample

Research in 29 Chinese companies was conducted in 2005-2006. Research in 29
Chinese companieswas conducted in 2005-2006 with 1303 respondents. The compa-
nies were from two areas. Peking and Jinan. From among the respondents, 46.4%
were from production companies, 7.2% from consulting companies, 5.2% from the
retail and wholesale industry, 2.1% from telecommunications, 1.2% from transporta
tion and the rest were from the service sector, including hotels and insurance compa
nies. Accordingto size, 11.5% of companies had lessthan 100 employees, 44.3% had
from 100 to 500 employees, 27.6% from 500 to 5000 and 16.6% more than 5000.
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If we look at the sample, 53.2% of respondents were men and 46.8% women;
64.5% were younger than 36 years and 35.5% older than 35 years; 2.9% were top
managers, 5.7% belonged to top management teams, 13.9% were middle manag-
ers, 5.4% werefirst-line managers and 71.5% did not have a management position.

The authors have compared results of two groups according to work experience
separately. A total of 862 out of 1303 respondents had no work experience from
pre-reform China. We call thesethe ‘ younger age group’ ; 431 respondents who had
this experience form the so-called ‘ older age group’.

The questions were trandlated from English into Mandarin and retranslated into
English. Theretransl ations were compared to the original English version. In order
to makethe questions understandabl e to employeesat al levels of the organizations,
specific management terms were not used in the questions.

Respondentsfilled out three questionnaires. questionnaire about organi zational
learning, questionnaire about attitudes toward changes and questionnaire about or-
ganizational culture.

A principal component analysis and factor analyses with varimax rotation was
completed for all three questionnaires. In order to devel op subscales for measuring
all those phenomenon, itemswere selected with afactor load in this particul ar factor
above [ 0.30] and the same load in other factors below [ 0.30]. Linear regression
analysis was performed for finding connections between scales of different ques-
tionnaires.

M ethod

Questionnaire for measuring organizational learning (QOL)

To evaluate organizations' learning abilitiesthe author used the measure devel oped
by Alasand Sharifi (2002). Authors let respondents evaluate 21 indicators of orga-
nizational learning on a 10 point scale. A principal component analysis and factor
analyses with varimax rotation was completed for the 21 items. (Table 1). The two
factors received describe together 56% of initial variability. The internal consis-
tency, or Cronbach’s Alpha coefficient, are for the first and second factor .74 and
.84, respectively.

Table 1. Items and factor loadings in the QOL.

[tem Factor 1 Factor 2
An open-minded and positive attitude towards risk- 0,70 0,04
taking

Learning by mistakes 0,71 0.17
The acceptance of a new operational culture 0,71 0.24
Willingness to make initiatives 0,66 .28
Encouraging activeness in one’s work 0,71 0,24
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Removal of distress amongst the personnel 0,69 0,20
Awareness of business objectives 0,22 0,81
Commitment to objectives 0,17 0,88
Active participation in decision making 0,26 0,72
Open information flow 0,62 0,16
A business oriented operational culture 0,63 0,24

First factor could be called as|earning environment (LE) and second as goal com-
mitment (GC). Theseitemsform relatively clear pattern of relationships (Figure 2).

FIGURE 2
The factors reflecting organizational learning: the pattern of iteme. Note: GC —
Goal commit-ment; LE- learming environment,

Factor Loadings, Factor 1 vs. Factor 2
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L earning environment is about creating micro-climate which encourageslearning.
Goal commitment is about employees awareness of and commitment to the busi-
ness objectives and how actively they participate in decision making process.

A tool for measuring employee attitudes in the process of organizational change
(QEA)

The authors used a questionnaire designed on the basis of statements about satis-
faction with leadership, with thejob itself and with previous changes (Alasand Vadi
2004). Theentire questionnaire containsof 15items. A principal component analysis
and factor analyseswith varimax rotation was completed for this 15 items (Table 2).
The two factors received describe together 41% of initial variability. The internal
consistency, or Cronbach’s Alpha coefficient, is .80 for first and .53 for second
scale. Indicators were grouped indicators into two clusters.

Table 2. Items and factor loadings in the QEA.,

Item Factor | Factor 2
1. Do yvou usually come to work with pleasure? 0,66 0,03
2. How much are your future plans connected with this 0,62 0,10
organisation?

3. How satisfied are yvou with your present position in this | 0,72 -0,08
organisation?

4. How satisfied are you with your present work in this 0.56 0,28
organisation?

5. How necessary in your opinion are the changes in the -0,01 0,51
organisation?

. Do you believe that the planned reforms influence the | 0,08 0,72
performance of the organisation positively?

8. Will your work conditions be improved after the 0,19 0,70
changes?

10. How satisfied are you with the top managers of your | 0,57 0,17
company”’!

11. Do you trust the management and think that their 0,62 0,13
decisions are the best for the organisation”

12. Have the general objectives and development plans of | 0,58 0,14
your organisation been explained?

13. Were you informed about the changes before their 0,52 0,29
initiation?

14. Do you have enough information about the reasons, 0,58 0,26
content and objectives of the changes?

15. How much are you included in the implementation of | 0,37 0,49
the changes?
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Thefirst factor could be called satisfaction with position (SP) and second as belief
inchange (BC). Itemsinthefirst scale, satisfaction with position, addressing whether
employeeswere satisfied with their current position, job and managers. The second
scale addresses how necessary the changes were for the organization and how
individuals benefit from these changes.

Questionnaire for measuring organizational culture (QOC)
A questionnaire from 43 items devel oped by Vadi et al. (2002) was used in order to
measure orientations of organizational culture.

A principal component analysis and factor analyses with varimax rotation was
completed for the 43 items (Table 3). The three factors received describe together
45.5% of initial variability. The internal consistency, or Cronbach’s Alpha coeffi-
cient, are between .75 and .83 for those scales.

Table 3. ltems and factor loadings in the QOC.

Item Factor 1 | Factor2 | Factor 3
Entertainment programmes are offered. -0,00 0,16 0,56
Employees are proud of the own organisation 0,66 0,03 0,23
Employees are aware of the competition 0,65 -0,03 0,13
Employees are recognised for their good work | 0,78 -0,03 0,11
Employees have good interpersonal skills 0,72 0,08 (0,08
Traditions have high importance 0.48 0,19 0,26
All emplovees are evaluated 0,18 0,17 0,55
Employees act cohesively when confronting 0,57 0,04 0,26
challenges

People are not afraid of making mistakes. 0,13 0,68 -0,01
The status symbaol is reduced to the minimum 0,08 0,68 0,10
Employees' personal needs take priority over -0,24 0,64 0,09
corporate goals

Those, having good rapport with the 0,02 0,07 0,56
management, are recognised

Employees are aware of each other’s pastime 0.22 (0,65 0,10
activities
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People communicate politely with each other 0,15 -0,22 (.63
People feel embarrassed when talking about 0,06 0,68 0,07
their job

People feel reluctant toward their work 0.02 0,79 -0,23
Good mood is appreciated 0,15 -0,23 0,64
All the important 1ssues are discussed openly 0.25 0,06 .51

Issues of employees' welfare receive high 0,65 0,10 -0,02
priority

Many people have been working together fora | 0,25 0,03 0,63

long time

Factors could be called task orientation (TO), disinclination (D) and relationship
orientation (RO) of organizational culture.

The task-orientation of organizational culture reflects the extent to which all
membersare willing to support the achievement of common goals. A certain degree
of freedom, acknowledgement for good work and the occurrence of constant posi-
tive change inspires organizational members. It makes peopl e think more about the
needs and objectives of the organization.

The relationship-orientation of organizational culture indicates belongingness and
theimportance of interpersonal relationshipswithin the organization. When relationship
orientation isimportant, organizationa membersassist each other inwork-related prob-
lemsand discussall theimportant topi cswith each other. People know how to commu-
nicate with each other and thereisastrong feeling of unity in difficult Situations.

Disinclination indicates behaviours and attitudes which cannot be tolerated by
Chinese employees, with which they disagree.

Connections between organizational culture, organizational learning and attitudes
toward change

Different groups may have a different understanding and perspective concern-
ing the process of change. Our main purpose was to evauate the influence of
scales of organisational culture on the variability of our attitude scalesand organiza-
tional learning scales. The authors analysed these rel ationshi ps between the scales
by using the linear regression analysis.

In the first analyses attitudes were taken as a dependent and scales of orientations
of organisational cultureasindependent variables (Table4). We cal culated astandardised
regression coefficient Beta(3), which enabled usto predict how strongly orientations of
organisational culture forecast attitudes toward change. Analysis was applied sepa-
rately with every dependent variable. More than onefifth of the variability in the per-
ceived satisfaction with position can be explained by reference to task- and relation-
ship-orientation of organisationa culture: R?=.20, F (2, 419) =50, 96, p< .000.
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Table 4. Connections between attitudes and orientations of organisational culture
(according to standardised regression coefficient Beta).

Dependent variable Orientation of Beta
organisational culture
Attitude 1: Satisfaction
with position
n=422 R*=0.20, TO 0,38*
Fi2,419=50.96
. p=0.00
RO 0,12#
Attitude 2: Belief in
change
n=421 R*=0.02, TO 0,06
Fi2418=4.14
p=0.017
RO 0,1
Learning environment
n=422 R*=0.31, F( TO 0.49%
241979511,
p=0.00
RO 0,14%
Goal commitment
n=422 R*=0.19, F( TO 0,32%
3,418)=33, 20,
p=0.00
RO 0,19*
D -0,06

Notes. * - coefficient statistically significant, p=< (15

TO — Task-orientation of organisational culture

D - Disinclination

RO — Rel ationship-orientation of organisational culture
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Organizational culture orientation tellsvery little about the second attitude (belief
in change) — only somewhat 2 per cent. Organizational culture predicts goal com-
mitment 19 per cent, while the highest is prediction of organizational culturein re-
gard with learning environment: 31 per cent. Figure 3illustratesthat those organiza-
tional members who access task orientation of organizational culture highly, con-
sider &l so learning environment important.

FIGURE 3

Prediction of importance of learning environment by task orientation of
organizational culture, Note; TO — Task-orientation of organisational culture; LE-
learning environment.

TO

Quantile-CQuantile Scatterplot
LE = 1,0265+0,8179*x; 0,95 Pred.|nt.
4 3

All in all, according to the linear regression analysis results task-orientation of
organisational culture (TO) predicts attitudes towards change and organizational
learning better than relationship orientation. The third orientation, disinclinationis
not related to the attitudes and organi zational learning.

Conclusions

This study contributes to our understanding about readiness to change in Chinese
organizations. The authors examine the influence of organizational culture on atti-
tudes toward change and organizational learning. Empirical research in Chinese
organizationsindicates connections between organi zational culture, attitudestoward
change, and organi zational learning in Chinese organizations.

A principal component analysis and factor analyses with varimax rotation gave
following scales: organizational culture could be expressed by using task orientation
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(TO), relationship orientation (RO) and disinclination (D). Organizational learning
could seen aslearning environment (LE) and goal commitment (CG); attitudes con-
nected with organizational changes are satisfaction with position (SP) and belief in
change (BC).

One of the most important findings of our study is that the process of changeis
related to the organizational culture in various respects. The potential positiverole
of organizational cultureisvalidated by thefinding that so-called disinclination was
not important in regard with changes. Task and relationship orientations play sub-
stantial part in the organizational changes. It resembles to the findings from the
other transitional countries (Alasand Vadi 2006), that task and rel ationship orienta-
tion of organizational culture predict employees' attitudes toward the benefits of
change and toward organizational learning (Alas and Vadi 2003). The other side of
the picture is that the pattern of relationships between organizational culture and
attitudestoward change differsfrom those countries. It could beinfluenced by local
trends (i.e. culture, traditions etc). This issue needs more exploration in future
because the understanding of processes in the Chinese organizations may open
more general picture about the developmentsin China.

Our results expose some issues that have implications on the behaviour in Chi-
nese organisations. The model about impact of organizational culture upon organi-
zational learning and attitudes toward changes in Chinese organizations has been
developed (Figure 4).

FIGURE 4
Impact of organizational culture upon organizational learning and attitudes
toward changes in Chinese organizations.

Organizational learning
Organizational _ -
culture Learning Goal
Relationshi Environment commitment
elationshi
P
orientation
Task L, Attitudes toward changes
orientation Satisfaction Belief in
with change
e osition
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nation
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First, theimpact of organizational culture on attitudestoward change and on organi-
zationa learning should be emphasized. Task orientation and rel ationship orientation
of organizational cultureare positively connected with learning environment in orga-
nization, with employees’ goal commitment and sati sfaction with position. Also, how
much employees believe in change is connected with task orientation and relation-
ship orientationswith organizational culture.

Second, there are differencesin Chinain eval uating organi zational culture com-
pared to countriesin Europe (Alas and Vadi 2004). In China authorsfound also the
third factor, called Disinclination, which indicates behaviours and attitudes which
cannot be tolerated by Chinese employees, with which they disagree. Chinese em-
ployeesare afraid of making mistakes and they do not want to reduce status symbol
to the minimum. So, two important components of learning organization are not
acceptable in China. Also, employees personal needs cannot take priority over
corporate goals. Thiscould be explained by the high level of callectivismin Chinese
society. According to the Globe study (House et al. 2004), Chinaholds 7th positionin
theworldintermsof institutional collectivism and 9thin termsof in-group collectiv-
ism. Thisleadsusto collectivistic traditions of Chinaand societal processestaking
place form mid of the former century.

From our findings we have devel oped some implications for managers of Chi-
nese organisations. As orientations of organisational culture predict employee atti-
tudestoward changes and |earning, managers of Chinese organisations should make
cultural considerations part of the organisation’s strategy and monitor the develop-
ment of the organisational culture and periodically repeat a diagnosis of task- and
relationship-orientations. In order to achieve amore task-oriented culture the method
used to create and communicate the vision for the organisation to every employee
and also the method for discussing the employees’ own perspectivesin the company
after the changes, start to be crucial for the successful implementation of change.
For devel oping relationship orientation of organisational culture managerscould pre-
serve some practices that people valued in the past in order to emphasise that the
well being of peopleisimportant to management. M anagers could encourage people
to get to know each other better by organising space and work in thisway, that these
people have the possibility to communicate more. Special time and space could be
planned for tee breaks.

To conclude, this study reveals the importance of task orientation and relation-
ship orientation of organizational culturefor organizational learning and employee
attitudestoward change in Chinese organizations. The challengeisto develop learn-
ing organization in an atmosphere, where people are afraid of make mistakes and
differences between subordinates and superiors are accentuated.

Limitations

Thereis acertain constraint that comes from the research process itself aswell as
theinterpretation of the studied phenomenon. Although the measurement toolswere
construed in accordance with traditions and rulesfor devel oping scales, there could
some cultural issues that are not included to the research. Seemingly, power and
authority are much more important in the Chinese than in the European countries.

126



References

Alas, R. (20074) ‘ Organizational change from learning perspective’, Problemsand
Perspectives in Management, Vol. 5, Issue 2, 43-50.

Alas, R. (2007b) ‘ Reactions to Organizational Change from the Institutional Per-
spective: The Case of Estonia’, Problems and Perspectivesin Management, Vol. 5,
Issue 3.

Alas, R. (2006) ‘Changes and learning in Estonian organisations’, Problems and
Perspectivesin Management,. Vol. 1, 86-97.

Alas, R., and Sharifi, S. 2002. Organizational Learning and Resistanceto Changein
Estonian Companies. Human Resource Development International, 5(3), 313-331.

Alas, R., and Vadi, M. 2003. The Impact of Organizationa Culture on Organisational
Learningin Six Estonian Hospitals. Trames, 7(2), 83-98.

Alas, R., and Vadi, M. 2004. The Impact of Organizational Culture on Attitudes
Concerning Change in Post-Soviet Organisations. Journal for East European Man-
agement Studies, 9(1), 20-39.

Alas, R., and Vadi M. 2006. The impact of organizational culture on organizational
learning and attitudes concerning change from an institutional perspective, Interna-
tional Journal of Strategic Change Management, 1(1/2), 155-170.

Bergquist, W. 1993. The Postmodern Organisation: Mastering the Art of Irrevers-
ible Change. Jose-Bass Publisher.

Boninger, D. S., Krosnick, J. W., and Berent, M. K. 1995. Origins of Attitude Im-
portance: Self-interest, Social Identification, and Value Relevance. Journal of Per-
sonality and Social Psychology, 68, 61-80.

Cannon-Bowers, J. A., and Salas, E. 2001. Reflections on shared cognition. Journal
of Organizational Behavior, 22: 195-202.

Cooke, R. A., and Lafferty, J. C. 1986. Organizational Culture Inventory (Form
[11). Plymouth, MI: Human Synergetics.

Driver, M. 2002. Thelearning organization: Foucaul dian gloom or utopian sunshine?
Human Relations, 55(1), 33-53.

Frey, D. 1986. Recent Research on Selective Exposureto Information. In Berkowitz,
L. (Ed.) Advancesin Experimental Socia Psychology, 19, 41-80. San Diego, CA:
Academic Press.

Goffee, R., and Jones, G. 2001. Organizational Culture: A Sociological Perspective.
In Cooper, C. L., Cartwright, S., and Earley, P. C. (Eds.) The International hand-
book of Organizational Culture and Climate, 3-20. John Wiley & Sons.

Harrison, R. 1995. The Collected Papers of Roger Harrison. Jossey-Bass Publish-
ers, San Francisco.

127



Holton, E. F,, 11, and Russell, C. J. 1999. Organizational Entry and Exit: An Explor-
atory Longitudinal Examination of Early Careers. Human Performance, 12(3/4),
311-342.

House, R.J., Hanges P. J,, Javidan M., Dorfman P. W., and Gupta V. (Eds.) 2004.
Culture, Leadership, and Organizations, The GLOBE Study of 62 Societies, Sage
Publications, Inc.

Hurst, D. K. 1995. Crisis and Renewal: Meeting the Challenge of Organizational
Change, Boston: Harvard Business School Press.

Lang, R., and Steger, T. 2002. The Odyssey of Management Knowledge to Trans-
forming Societies: A Critical Review of atheoretical Alternative. Human Resource
Development International, 5(3), 279-294.

Manring, S. L. 2003. How do you create lasting organizational change? You must
first day Grendel’s mother. In Woodman, R. W., & Pasmore, W. A. (Eds.) Re-
search in Organizational Change and Development, 14, 195-224. Greenwich, JAI
Press.

Porras, J. I., and Robertson, P. J. 1987. Organizational Development Theory. A
Typology and Evaluation. In Woodman, R. W., & Pasmore, W. A. (Eds.) Research
in Organizational Change and Development, 1, 1-57. Greenwich, JAI Press.

Salaman, G., and Buitler, J. 1999. Why Managers Won't Learn. In Mabey, C., &
lles, P. (eds.) Managing Learning, 34- 42, International Thompson Business Press.

Schein, E. H. 1992. Organisational Culture and Leadership. Jossey Bass Publish-
ers.

Schein, E. H. 1993. How can Organisations learn faster? The Challenge of Enter-
ing the Green Room. Sloan Management Review, 34(2), 85-92.

Senge, P. M. 1997. The Fifth Distcipline. The Art and Practice of the Learning
Organisation. Century Business.

Struckman, C. H., and Yammarino, F. J. 2003. Organizational change: A categoriza-
tion scheme and response model with readiness factors. In Woodman, R. W., &
Pasmore, W. A. (Eds.) Research in Organizational Change and Development, 14,
1-50. Greenwich, JAI Press.

Sun, W., Alas, R. (2007) ‘Process Model for Organizational Change: A Study of
Chineseorganizations', EBS Review, 22: 29-41.

Vadi, M., Allik, J., and Realo, A. 2002. Collectivism and its Consequencesfor Orga-
nizational Culture. Working Paper Series. School of Economicsand BA University
of Tartu, 12/2002.

Whelan-Berry, K. S., Gordon, J. R., and Hinings, C. R. 2003. Therelative effect of
changedriversinlarge-scale organizational change: an empirical study. In\Woodman,
R. W., & Pasmore, W. A. (Eds.) Research in Organizational Change and Devel op-
ment, 14, 99-146. Greenwich, JA| Press.

128



ARTICLE 5



Sun,W., Alas, R. (2007) ‘Process Model for Organizational Change: A Study
of Chinese organizations', EBS Review, 22: 29-41.



PROCESS MODEL FOR ORGANIZATIONAL CHANGE: A STUDY OF
CHINESE ORGANIZATIONS

Abstract
Thispaper drawson prior research on organizational change, including theoriesabout
change, models of the change process and resistance to change and overcoming
resistance. Theauthorscarried out asurvey covering 160 Chinese companiesin northern
part of China, selected from variousindustries, ranging from manufacturing and tech-
nology, banking and insurance organizations, to thosein energy and education indus-
tries. Interviewsabout changesin their organi zationswere conducted with top manag-
ers, senior or middle managers. Theresearch providesan understanding of the current
situation of the implementation of organizational changesin Chinaand examinesthe
relevance of the existing literature concerning theimplementation of changesin coun-
triesintransition. According to the study, almost all changesin Chinese organizations
areinitiated by the top managers or even governmental agencies and the lower-level
employeesarerarely involved. Much attention has been paid to planning the change;
however, evaluating the process of change and making modifications are ignored.
Moreover, athough employees sometimes appear indifferent and show no strong re-
sponse to changes, some resistance to change has been identified. However, few
efforts have been made to overcome the resistance and consolidate the improve-
ments. Finally, based on the survey resullts, the authors propose suggestionsto manag-
ersin Chinese companies on how to implement changes more efficiently.

Keywords: Chinese company, implement change, organizational change, pro-
cess of change, resistance to change, type of change.

Abbreviations

CPC - Communist Party of China

SOEs - State-owned Enterprises

Introduction
The authors study organizational changesin an emerging economy, China. Organi-
zational changein emerging economies, although difficult, isinevitable (Zhou et al.,
2006). The Chinese economy, previously arelatively closed system ison areform
path toward an open, market-driven system. Faced with fierce competition in world-
wide economy, especially after China s entry into the World Trade Organization in
2001, Chinese companies are undergoing fast-paced, fundamental change processes.
The Communist Party of China (CPC) has led the PRC under a one-party system
since the country’s establishment in 1949. Despite this, nearly half of the PRC’s
economy has been privatized in the past three decades under “ Socialism with Chi-
nese characteristics’ (People's Republic of China, 2006). During the 1980s, Chi-
nese economic reforms hel ped lift millions of people out of poverty. However, dueto
the mixing of market and planned economies, Chinaas acountry itself and all Chi-
nese organizations underwent great difficultiesin the process of reform.

The controlled process of change in China has attracted growing attention from
around the world due to its significance for theory and practice. What has been
missing in the literature is the temporal dimension, i.e., the change performance
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implications, since Chinesereform officially beganin 1978. Taking adynamic sys-
tems perspective and drawing literature from organizational study, the authors study
the current situation of implementation of changesin China, especially the steps of
the change process and resistance to change based on a survey conducted in 160
Chinese organizations.

The main aim of the study isto examine the relevance of the existing literature
concerning the implementation of changesin countriesin transition and to put for-
ward suggestions on how to implement changes more effectively and efficiently in
Chinese organizations.

Here the authors would also emphasize that the target of the study isthe compa-
niesfrom northern part of China. Southern part of China, where Chinese Economic
Reform first started, is a region with more developed economy and more open
ideology. In contrast, northern part of China has along tradition of heavy industry
and is a base for many large-scale and significant state-owned enterprises. There-
fore, itismore difficult and slower to implement changesin northern part of China.
Theauthors particularly study thisareaand put forward recommendations hoping to
contribute to the devel opment of change management in the organizationslocated in
North China.

Literature Review

Change, one type of event, is an empirical observation of difference
in form, quality, or state over time in an organizational entity. The entity
may be an individual's job, a work group, an organizational strategy, a
program, aproduct, or the overal organization (Ven-Pooleet d., 1995). Thefollowing
part presentsthe prior literature about organizational change.

Types of Organizational Changes

Ackerman (1986) has described three types of organisational change: (1) develop-
mental change, (2) transitional change, and (3) transformational change. Devel op-
mental change improves what aready exists through the improvement of skills,
methods, or conditions. Transitional change replaces current ways of doing things
with something new over acontrolled period of time. Transformational change means
the emergence of a new state, unknown until it takes shape, out of the remains of
the chaotic desth of the old state.

Burke and Litwin (1992) have developed a model for making a distinction be-
tween transactional and transformational change. They argue that transformational
change occurs as a response to the external environment and directly affects the
organisational mission and strategy and the leadership and culture (Burke and
Litwin,1992). Transactional change could be compared with transitiona in Ackerman’s
terminology.

Moreover, organizational changes are connected with institutional devel opment
(Alasand Vadi, 2006). There are connections between the institutionalisation stages
of change at the societal level and types of changein organizations (Alas, 20044). In
Estonia, an economy in transition, in 90% of organizations transformational took
place (Alas and Sharifi, 2002).
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Resistance to Change and Strategies for Overcoming Resistance to Change
Woodward's' (1954) empirical study of British manufacturing firmsindicated that
no matter how carefully and slowly theideaof change wasintroduced, the immedi-
ate reaction from lower supervisors and operators was to resist it. According to
Senge (1997), people do not resist change; they resist being changed. Most studies
of organizational change have shown that employeesresist social change morethan
technical change, (though they are not separate in practice) and the change pro-
gramswhich ignore psychological resistanceto changearelikely tofail, irrespective
of the way the new desired attitudes are presented (Schein, 1986). Alas (2002)
pointed out in Estonian organizations resistance was mainly attributed to inertiain
thethinking of employees.

As Greenwood and Hinings note, “Radical change cannot occur without the
organi zation’s having sufficient understanding of the new conceptual destination, its
having the skillsand competencies required to function in that new destination, and
its having the ability to manage how to get to that destination” (1996: 1039-1040).
Senge (1997) suggests not pushing harder to overcome resistance, but discerning
the source of the resistance. Kotter and Schlesinger (1979) present six strategies
for facilitating change and overcoming resistance: employee participation and in-
volvement, education and communication, facilitation and support, negotiation and
agreement, manipulation and co-optation and finally explicit and implicit coercion.

Process of Change

Lewin's (1989) basic model consisted of three steps. unfreezing, moving, and re-

freezing. Tichy and Devanna (1986) have also used three steps: Recognizing the

need for change, Creating vision and | nstitutionalizing the change.
One of most popular process models is Kotter’'s (1998) 8 step model, which
includes eight phases in the change process:
1. Establishing asenseof urgency by relating external environmental realities
to real and potential crises and opportunitiesfacing an organization.
2. Forming apowerful coalition of individualswho canrally othersto support
the effort. Encouraging the group to work together as a team.
3. Creating avision to help direct the change effort and devel oping strategies
for achieving that vision.

Communicating the vision through numerous communication channels.

Empowering othersto act on the vision by changing structures, systems,

and proceduresthat seriously underminethevision in waysthat will facili-

tateimplementation.

6. Planning and creating short-term wins and building momentum for contin-
ued change.

7. Consolidating improvementsand producing still more change. Changing such
structures, systems, procedures, and policiesthat aren’t consistent with the
vison.

8. Ingtitutionalizing the new approaches by articulating connections between
the change effort and organizational success. Devel oping the meansto en-
sure leadership development and succession.

oA
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One process model has been devel oped based on a survey, conducted in 137 Esto-
nian companies, especially for changeimplementation in Estonia (Alas, 2004b). This
model consistsof four steps. The Lewin’s(1989) first step has been divided into two
parts and added emphasis to the need for unlearning past practices and changing
attitudes. The new steps in the change model for Estonian companies are: (1) De-
termining the need for change and unlearning followed by creating avision; and (2)
Determining the obstaclesto change and unlearning, followed by gaining the partici-
pation of organisational members. These steps are followed by (3) theimplementa-
tion of unlearning and theimplementation of change; and (4) consolidating improve-
mentsand ingtitutionalising the change. In thispaper the authorswill find pout whether
this process model worked out for economy in transition in East-Europe is also
suitable for studying changesin another economy in transition- in China.

Institutional Changes and Organizational Changes

Socio-economic transformation, at both macro and micro levels, could be under-
stood as institutional change, from both the structural and social perspective, em-
bracing both structures and social values. The elements of an institution may lose
credibility and need redefining — the processes of deinstitutionalisation and
reinstitutionalisation take place (Clark and Soulsby, 1999:40). During
deinstitutionalisation the contingent nature of cultural accounts and rules are re-
veadled, interrogated, contested, opposed, effectively challenged and ultimately over-
turned. The process may be gradua or sudden and may affect formal institutions
and ingtitutional practices at different rates. Deinstitutionalisation takes away the
certainty associated with institutionalised rules, attacks the meaningfulness of the
social world and thereby reducesthe level of social support and motivation.

From this ingtitutional view, social transition may be interpreted as the period
between the effective demise of one ingtitutional system and the point at which
another institutional system has been established and accepted on new cognitive
and normative grounds. Such circumstances create acute social and psychological
problem for social actors and this period has been called social transience (Clark
and Soulsby, 1999:40).

Changesin the environment necessitate that organi sations modify themselvesas
well.

During the stable stage of institutionalisation devel opmental changes mostly take
place(Alas, 2004a). In order to evoketransitional changesadditiond ingtitutional forms
could be added to established ingtitutions. Deinstitutionalisation in society, which starts
aperiod of social transience, calls for transformational changesin organisations. At
the same time reinstitutionalisation starts. If reinstitutionalisation is completed then
transitional changes start to dominate over transformationa (Alas, 2004a).

Chinese History from Institutional Perspective

In order to provide socio-economic explanations, which are rooted in the historical
and contemporary circumstances of societal and organizational transformation, a
short description of important stagesin Chinese history starting from the founding of
Communist Party of China (CPC) will be given.
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In Table 1 Chinese history has been viewed from an institutional perspective
(See appendix).

By thetimeof the First Republicin 1911, imperial Chinawasin ruins: the social
systemwasin collapse; central authority had evaporated; the most lucrative parts of
the economy were in the hands of foreigners; and significant areas of territory had
been lost (Foy and Maddison 1999). When Communist Party of China (CPC) was
founded in 1921, a new additional institution was created since CPC had totally
different institutions from those of the Nationalist Party (Kuomingtang) which was
theruling party at that time. From 1921 to 1949 the situation in Chinabecame more
and more chaotic, culminating in the country’s military collapse under the weight of
the Japanese invasion and the Second World War and the Civil War followed (ibid).

When the Chinese Communist Party came to power in 1949, it restored central
control under the People’'s Republic. National unity with economic independence
wasitspriority.

Between 1949 and the eve of economic reform in 1978, China, after long years
of war and revolution, experienced thirty years of peaceful reconstruction unprec-
edented in its modern history (Qin, 2005). It was arecovery period and substantial
progress toward areturn to normalcy was achieved in spite of the Sino-Soviet split
and disastrous economic experiments, such asthe Great L eap Forward, which were
designed as short cutsto industrialization, and political errors, the most destructive
of which wasthe Cultural Revolution (Johnson, 1998).Against thisbackground, the
old system and its* planned economy” - like the high accumulation mechanism - did
play amajor roleinthe primary accumulationin China'sindustridization (Qin, 2005).
From 1952 to 1978, GDP measured by value in purchasing power parities was
multiplied by three, while per capita income increased by 80 per cent and the
economy’s structure was transformed and industry’s share of GDP rose from 10
per cent to 35 per cent (Foy and Maddison, 1999).

In 1978 an ambitious reform program was launched in China. Rural economy
was de-collectivized, private and semi-private enterprises mushroomed, and the state
sector steadily shrank (Zhang, 2004). Reform has been accompanied by decentrali-
zation of economic control. Local governments have gained someor all of the deci-
sion-making power relinquished by the central government (Jia, 1998). The rigid
monopoly of the government over foreign trade and the policy of autarky were
abandoned after 1978 (Foy and Maddison, 1999).

Thereforminthelate 1970sand early 1980s consisted of opening trade with the
outsideworld, instituting the household responsibility system in agriculture, by which
farmers could sell their surplus crops on the open market, and the establishment of
township village enterprises (Chinese Economic Reform, 2006). As well foreign
trade decisions were decentralized.

The second phase of economic reform occurred in the 1980s and was aimed at
creating market institutions and converting the economy from an administratively
driven command economy to a price driven market economy. This difficult task of
pricereform was achieved using the dual -track pricing system, in which some goods
and services were alocated at state controlled prices, while others were allocated
at market prices (Chinese Economic Reform, 2006). Thelate 1980sand early 1990s
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focused on creating a pricing system and decreasing the role of the statein resource
alocations. Inresponseto the greater yiel ding to market forces, competition emerged,
resource allocation was improved and consumer satisfaction was increased.

In the 1990s, the focus of the reform was to create a viable banking system
which could control the economy viamonetary policy and issueloanson the basis of
profit and loss, rather than by political orders(ibid).

The persistence of state-owned enterprises and the lack of competition in trade
and industry have hampered economic reform in China. The inefficiency of state
enterprises has led to a vast network of subsidies, and the deficits of state enter-
prises have been financed to an increasing extent by bank credits (Dorn, 1989).
Considering these situations, the reforms of the late 1990s focused on closing un-
profitable enterprises and dealing with insolvency in the banking system.

Asof 2001 Chinabecame amember of WTO. It is*ahistoric step in the process
of reform and opening to theworld’ as President Jiang Zemin said (President Jiang,
2002). It presents anew stage of reform and opening to the outside world, i.e. from
self designed process of reform and opening to real integration into international
system. China sentry into the WTO will make China s door even more open (Chow
2000). Whileit ispursuing institutional reformsin state-owned enterprises and the
banking and financial sectors, it is aware that the reforms and the accompanying
globalization of the Chinese economy have to proceed in an appropriate speed.
Meanwhile, there was a great impact to the thinking and process of the policy
making, as well as to the society and culture.

To summarize, sincethe 1970s, fundamental transition has transformed the eco-
nomic landscape of the People's Republic of China. One of the central aims of the
reform in Chinais to improve the performance of the economy, which ultimately
boils down to performance of the firm, especialy the previoudy inefficient state-
owned enterprises (SOES) (Tan J. and Tan, 2003). During the transition, asthe state
gradually relinquishesitsrolein policing economic exchanges, statefirmsare granted
more and more autonomy; the government is increasingly tolerating more private
ownership of private and collective firmsthat are outside the state sector (Peng and
Heath, 1996). In a word, over the past several decades China has experienced
significant changes in transforming its bureaucratic system of state planning into a
more market-oriented economic regime.

M ethodology
A survey was carried out in 160 companies in several big citiesin northern part of
China: Beijing, Tianjin, Jinan and Zibo. Structured interviewswere conducted with
top managersor middle managersfrom different companiesto acquire about change
intheir organizations. The questionsin theinterview were adopted from the survey
conducted in Estonian organizations (Alas and Sharifi, 2002). The companies in-
volved represented various industries and sectors. Characteristics of the sample
according to theindustry and size of the companies are respectively shownin Table
2 and Table 3 (See appendix).

Among 160 companies, in 39.4 per cent of companies, the top manager or CEO
answered the questions. In 40 per cent of the organi zations, deputy directorsor vice
general manager were interviewed. The rest of the respondents are working as
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middle managers in different functional departments, of which 5 per cent and 3.8
per cent were respectively specialized in HR and marketing. The others were re-
sponsiblefor other departments, such as finance (3.1 per cent), sales (2.5 per cent),
project management (2.5 per cent), assistance (2.5 per cent) and customer service
(2.3 per cent). All interviewees have experienced the recent organizational change
in their organizations, and have been directly involved in strategy formulation and
implementation. Apart from their knowledge and views on the questions asked, the
interviewees were encouraged to elaborate on the process and complexities of the
organizational changes experienced inside the companies.

Most questions were open-ended, however, in some cases closed-ended ques-
tionswere used, for example, in order to figure out the factorswhich had changed in
the process of changes. The interviews werefirst analyzed individually to identify
issues relating to organizational change and then compared and summarized.

Results Analysis

Types of Changes and Duration

According to the survey, only 5 per cent of the changes were developmental changes,
which normally took placein one department. The examples can be theintroduction of
new software into the technological department or adjusting new systemswithin one
department. Meanwhile, 41.3 per cent of the changes were transitional and 53.7 per
cent weretransformational. As Chinese economy isstill on theway towardstransfer-
ring to market economy from planning economy, half of the organizationsinthesurvey
experienced dramatic changesin ownership transforming or business state transform-
ing. For example, some state-owned enterprises experienced the transforming to a
private limited company; some small state-owned enterprises were merged into a
large-scale one, or some enterprises were acquired by private owners. Even some
governmental agencies under the planning economy system were transformed to in-
dependently-run companiesor affiliates of local authorities.

With regards to the duration, the survey results reveal that the duration planned
for changesranged from 1 month to 4 years. The most common planned timeframe
was from 4 to 12 months. As Chinese organizations normally have a quite large
number of employees, it iscommon that changes are not likely to be finished within
a short period. Some enterprises with several thousand employees have to spend
several years in dramatic transformation. Among 160 respondents about half of
them mentioned that changesin their organizationswerefinished in time. However,
28.1 per cent of the organi zations didn’ t manage to compl ete the changes within the
planned timeframe and spent longer time. Meanwhile, 15.6 per cent of the organiza-
tions witnessed afaster pace in accomplishing changes: the actual timeislessthan
what was planned. Thisis due to Chinese polychronic culture. Chinese people nor-
mally prefer to plan longer time than what they think will be actually needed.

Initiators of Change and Factors That Changed

The respondents also were asked about the initiators of changes. 72.5 per cent of
changes were initiated by the top leaders of the organization. 20 per cent were
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initiated by local government or authorities, for example, government decided to
privatize some state-owned enterprises or sell shares of one plant to foreign inves-
tors. Thisisaspecial feature of changesin transition economies, especially in China.
Under Chinese administration system only avery small proportion of changeswere
proposed from low level. Only 2.5 per cent and 5 per cent of changeswereinitiated
by middle managers and lower-level employeesrespectively. Howeverthe changes
proposed by them are normally developmental changes which take place in a cer-
tain department or in a specific aspect of management. Revolutionary or strategic
changes were started and had to be started according to the decision from the
government or top management group.

In the process of changes, some factors were changed. 83.8 per cent of organi-
zations experienced changes in strategy. 77.5 per cent and 74.4 per cent changed
their leadership and management practice. Meanwhile, in 72 per cent and 71 per
cent of organizations, structure and systems experienced changes respectively in
the change process. Then 70 per cent and 65 per cent of respondents mentioned
they changed mission and culture respectively in theimplementation of change. For
exampl e, in some organi zations the corporate culture turned from being rel ationship-
oriented to task-oriented. Compared to the above factors, the least changed factor
wasindividual skills, which was mentioned by only 42 per cent of respondents. This
shows that changes in most organi zations tended to be organization-level oriented
whileindividual skillswererather ignored. This partly attributed to the situation that
managers in Chinese organizations lack competency in handling changes and em-
ployees lack knowledge and skills to accept and adjust to the changes.

The respondents were also asked about whether there was a specially formed
task force to manage the process. 36.3 per cent of organizations established atask
force or speciaized body to handle changes, which was normally composed of the
top managers or members of the board. The others elaborated that without creating
any specialized team, the general manager or the manager in related department
were normally in charge of the implementation of changes. Furthermore, a quarter
of the compani es experienced changesin management stylein the process of change.
For example, in those organi zations being privatized, the decision-making group be-
came more independent of local authority. And in some companies the process of
decision-making was to some extent getting more simplified and more transparent.

Steps in Change Process

The steps in the process of change in Chinese organizations were analyzed on the
basis of the steps in the most popular model of change process, Kotter’s (1998)
model and it was presented in Table 4.

Table 4 (See appendix) indicates that most of the attention was paid to unfreez-
ing stage while re-freezing was given the least emphasis.

Among the steps in unfreezing stage in Kotter’'s model, creating a vision (the
third step in Kotter’smodel) isthe most widely-adopted step, followed by establish-
ing the sense of urgency, which is the first step in Kotter’s model. However, al-
though 78.1 per cent of the respondents created avision, only half of them commu-
nicated it with employees in the organization. In addition, only one third of the re-
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spondents mentioned K otter’s second step: forming a coalition. These results show
that in the initial stage Chinese companies created an awareness of the need for
change and also created an aim for the change. Neverthel ess, they were not good at
communi cating and educating employees, which possibly led to misunderstandings,
confusion and even resistance among the employeesin the later stages of theimple-
mentation of the change. Besides, teamwork was not well-developed in the imple-
mentation of changes. Management group reliesmuch on administrative order. Asl
have mentioned in the previous part, most of the changes in Chinese companies
were initiated by top managers or even government. Thus Chinese companies lack
the awareness and skillsto well inform the employees about the need and vision of
the change. Some companies only pass the decision as an administrative order to
the lower-level workers of the organizations without adequate explanation and in-
formation sharing.

Regarding the steps in moving stage (the second stage in Kotter’s model), only
38.1 per cent and 31.3 per cent of the respondents respectively mentioned creating
a suitable climate and involving employees. Even a smaller percentage of the re-
spondents created short-term gains, which is Kotter’s seventh step. This reveals
that in Chinese organizations, implementation of change, to alarge extent, still re-
mained part of the conventional administration. Thetop-to-down hierarchical man-
aging system still worked in the whole process of changing aswhat happensin the
daily running of the business. It is clear that the empowerment of employees was
not apopular activity or even theleaders of the organizationswere not motivated to
empower employees. Therefore, the situation in many organi zations was that em-
ployees had no choice but to accept the change passively when they lacked ad-
equate knowledge and motivation to beinvolved in the change.

Thetablealso indicatesthat the last step in Kotter’smodel: institutionalizing the
new approaches was the least emphasized step compared with other steps. This
made the consolidation of changes and ensuring of the succession of changes fall
into the least popular activity among the three main stages in change process.

To sum up, most of the Chinese organizations neglected the refreezing stage in
the whole process while main focus was placed on unfreezing stage.

Reactions to Change

According to the survey, in 26.3 per cent of the organizations the employees held
positive attitudes to change. An almost equal percentage of companies (27.5 per
cent) experienced negative reactions to change. 15 per cent of respondents ex-
plained that there was amixture of reactionsin their organizations. acceptance and
opposition. Therewere 14 per cent of respondents who mentioned that the employ-
eeswereindifferent to the change. If their interestswere not largely involved in the
change, they inclined to accept the decis on from the top management without showing
any strong response. Without specifying positive or negative attitude, 3.1 per cent of
the respondents said that the employees showed an attempt to adapt to the change.
The authors would take it as positive attitude. Finally 14.4 per cent of the respon-
dents saw agradual change in the reaction of employeesfrom being initially unac-
customed to eventually adaptive.
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Resistance to Change and Overcoming Resistance
The common resistance in the process of change and the strategies used to over-
come resistance are shown in Table 5 (See appendix).

According to the survey, 26.3 per cent of respondents claimed that there were
no resistances in the process of change. The others stated they encountered diffi-
culties. Among six causes of resistance, inertiain the thinking was most frequently
mentioned (by 26.9 per cent of respondents) as the main root of resistance. I nstitu-
tional inertiacamefrom lack of information, lack of knowledge, social and political
pressure affecting economic decisions and simply persistence of customs and hab-
its. Inertia explained the difficulties encountered in reforming the state enterprises.
Another element of inertiawas the tendency to retain the old ways of doing things.
In many state-enterprises which have been changed to share-holding companies,
the share holders still elected the same governing people to the new board of direc-
tors and there was no change in management. Meanwhile, there were 14 per cent
of respondents who demonstrated that the resistance came from the fear and wor-
ries about the future after the change. In some organizations confronting bank-
ruptcy, while the employees are positive to changes which may help the company
survive, some middle managers were against it as they were afraid of losing their
current positions. Furthermore, 7 per cent of respondents found that the employees
were worried about being laid-off and becoming jobless and therefore had very
strong negative attitudes to change. There was an almost equal percentage of re-
spondents (about 5 per cent) who regarded the resistance as a reaction to overly
quick and unclear changes and the lack of information and knowledge about the
change. It frequently happened in Chinese organizations that changes were imple-
mented as acommand from the top management with manipulation and insufficient
information sharing. That’s a unique feature in the socialist system: people are just
informed what to do without being told why to do. In addition, about 4 per cent of the
respondents mentioned the unwillingnessto do additional work. Beforevital social
transformations took place in China, job was regarded as “iron ice bowl” to many
people’ smind, and therewas alack of effectiveincentive system in many organiza-
tions. When confronting with more challenging and efficient systems, people, being
used to routine tasks, were not willing to devote more time and energy to work.

The survey indicatesthat the most frequently used and the most effective strategy
to overcome the resi stance was communication and education. However, to interpret
it more specifically, in Chinacommunication may not mean involving theemployeesin
planning the changeor collecting theemployees opinions. It may smply meaninform-
ing the employees about the change before starting to unfreeze. Another noticeable
feature in change implementation in Chinais that coercion or manipulation was fre-
quently used and was acceptable. This may result in strong negative feelings to the
implementer in the initia stage; however, people eventually accepted it since there
wasalong tradition for peopleto follow command in asocialist country. Even though
the economy was gradually converted to free-market economy, the management style
andtheoldthinking stylestill prevailed or dominated under the sociaismregime, espe-
cialy innorthern part of China. Theresult also reveal sthat the employeeinvolvement
was rarely used due to the incompetence of managers to empower the employees.
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Discussion and Conclusions

Based on the survey, the authorsidentified the main issues associated with changes
in Chinese organizations, such as the types of changes, the steps of change, the
resistances and strategies overcoming them in implementation of changes.

Organizational change that takes placein the transitional economies-China, isa
result of government commitment to replace a planning regime with market mecha-
nisms. After adecade of economic disruption and chaosin the period of the Cultural
Revolution (1966-1976), Chinese people longed for resurrection of the economic
order. Therefore, when Deng Xiaoping launched the economic reform, the people
expected this action could bring about economic prosperity. Although they were
eager to change the disruption of economy, they had to strive hard to get rid of the
old thinking style prevailing in the Cultural Revolution. Asof the early stage of 21st
century, a considerable percentage of Chinese organizations are till experiencing
transformational changes, deepest by scope. Under the impact of entry to WTO,
there were also a significant percentage of Chinese organizations struggling to im-
prove the enterprises’ performance and experiencing transitional changes.

Thefindingsof the survey reveal ed that changein Chinese organizations seemed
not to be a smooth process because of institutional and cultural complexities in
China. Government wastill playing avital roleininitiating and regul ating the changes.
Moreover, most of changeswereinitiated from the top management whilethelower-
level employeeswererarely involved.

Regarding the process of change, much attention has been paid to planning the
change. However, assessing the process of change and making improvementswere
ignored. Moreover, although empl oyees sometimes appeared indifferent and showed
no strong response to changes, some resistance to change were identified.

The most significant resistance in implementation of change was the inertiain
the thinking of employees. It was hard for them to change their habits and thinking
style previously formed under a command economy regime. This finding corre-
spondsto one of the results of the study donein ahuge and progressive enterprise—
Haier Group by Yeung and DeWoskin (2001), which stated that the major barriers
of change in China are related to the ownership structure of Chinese enterprises,
traditional mindset of Chinese people and the lack of good visionary leaders. The
second biggest source of resistance was the fear of unknown. Even though some
employees didn’t hold completely negative attitude to the changes, they had some
doubts about the new regime where economic decisionswere still affected by politi-
cal and socia pressure. Some other resistance was associated with redundancies
which was a noticeabl e feature during the reform. A very large proportion of Chi-
nese enterprises were tough in downsizing since they had suffered from the big size
and inefficiency of staff in the previous command economy stage.

One point the authorswould emphasizeisthat managersin Chinese organizations
underestimated the resistance and the significance of employees’ attitudes. They were
actually aware of the persistence of employeesin the previousthinking and behaving
style inherited from the command economy regime. Nevertheless, they didn’t have
strong incentives to help them to change the attitudes. The mostly commonly used
strategy was to educate and communicate the plans and importance of the change to
employees. However, therewasrareinvolvement of employeesin planning the change
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in the initial stage. Some managers were even of the opinion that coercion was the
easiest approach to control thereform. Thefindingsindicated that in transition period
in practice the tools of management were till to some extent bureaucratic and en-
trenched due to the profound influences from the pre-reform stage.

Comparing this study and the prior research about organizational changes con-
ductedin Estoniaby Ruth Alas, the authors make conclusions on the similaritiesand
differencesin the pace of changes between Estoniaand China. Regarding the types
of changes, onesignificant similarity isthat alarge proportion of companiesin both
countries experienced transformational changes- deepest by scope. In social tran-
sience, companies underwent dramatic changes in strategy, culture, leadership and
values. However, in more stableinstitutionsin Estoniaand China, they experienced
moretransitional changesinstead of transformational. In terms of peopl e sattitudes
to change, Chinese organizations encountered mixed reactions to change. In con-
trast, Estonian companies encountered two extreme responses- support and opposi-
tion. With regard to theresistanceto change, in both two countriesinertiain people's
thinking is the biggest obstacle. Regarding the strategy overcoming resistance, in
Chinese organizations more coercion was used due to the deep influence of totali-
tarianism. Finally, from the perspective of process of change implementation, both
Chinese and Estonian managers paid more attention to starting change but much
less to consolidating changes. The difference is that Estonian managers attached
moreimportanceto motivating and involving employees.

Based on the survey results mainly on the steps that were currently adopted in
change process, the authorsfinally put forward the following suggestions on how to
implement changes more effectively and efficiently in Chinese organizations. The
managers in Chinese companies are recommended to pay special attention to the
following activities.

Firstly, managers in Chinese organizations should establish the need for change
on the basis of the study of the current situation in the company. The need for
change may derive form the fierce market competition or the serious problemsin
the internal structure. Benchmarking may be recommended by some researchers,
however, the authors are of the opinion that it doesn’'t always apply in the practice
since the companiesin Chinadiffer alot in size, development history and cultural
context. The actionsin the leading companies may not perform properly and effec-
tively in other companies. Then a new vision is developed. The managers should
then carefully diagnose and analyse the current situation in order to identify the gap
between the existing situation and the favourable future state.

Secondly, managers should predict the possible obstacles and resistances. Ac-
cording to the survey results, managersin Chinese companiesjust relied on admin-
istrative order and tended to ignore the employees’ attitudes to the change when
starting the change. Actually, in order to get more accurate understandings about
the employees’ reactionsto change, some consultations or meetingswith employee
representativeswill be greatly crucial and beneficial. Then aplan should be created
concerning how to minimizethe resistance and remove obstacles. Currently most of
managers lacked the awareness and skills to involve employees in change. The
authors propose that the representatives of employees should be involved in plan-
ning, which helpsto gain trust and understandings of employees. In the meantime,
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managers should devel op more open and demacratic management style.

Thirdly, the vision for change should be communicated to employees. The au-
thors particul arly emphasi ze the importance of this activity. Adequate communica-
tionwill greatly help to avoid the negative consequences caused by the low level of
transparency ininformation, which still prevailsin many companiesin North China.
Therelevant information about the change and the significance of change should be
elaborated in great detailsto employees. Chinese companies normally have alarge
size, which makesinforming every employeeindividually over time-consuming and
impractical. The appropriate way isto educate and shareinformation with the mass
intheform of meeting. However, the meetings and other education forms should be
planned, prepared and organized very well in advance. Thiswill contributeto creat-
ing asuitabl e climate before implementing changes.

Fourthly, inthe process of implementing change according to the plans, negotia-
tion and support are more preferabl e than manipulation and coercion. At present the
combination of education and coercion was main strategy adopted by many Chinese
organizations. However, manipulation and coercion discouraged the employeesto
actively participate the change implementation and even led to psychological resis-
tance to change. So always leave the coercion as the last resort. This also requires
managersin charge of implementation of changesto equip themselveswith skillsto
empower and develop the employees. When necessary, HR staff should organize
training coursesto improvethe skillsof employeesto hel p them adjust to new changes.

Lastly, the authors suggest that managersin Chinese organi zations should assess
the change results and ingtitutionalize new approaches. Although thisstep isof great
significances, the mangers in Chinese organizations were not conscious of its cru-
cia role in consolidating and reinforcing the change. Therefore in order to make
change implementation more successful, it is extremely urgent and necessary for
managers in Chinese organizations to analyze and reinforce the results of change.
This includes the following aspects. The goals that were not achieved should be
identified and the reasons should be found out. The remedy measures should be
taken to improve the factorsinconsistent with the vision. After adjustment the suc-
cessful processesin change should be made into new rules and be institutionalized.
Meanwhile the successful experiences should be recorded and shared among man-
agers, which will help the managerstoimprovetheir competencein handling changes.

In summary the authors highly recommend that the managersin Chinese organi-
zations pay special attention to thefollowing activities: (1) establishing the need for
change and developing avision; (2) predicting the obstaclesto change and involving
employeesin planning; (3) communicating the change to employeesin awell-orga-
nized approach; (4) avoiding coercing employees in the process of implementing
change and (5) reinforcing and institutionalising the change.

To conclude?managers in Chinese organizations should be aware of the impor-
tance of changing the traditional management stylein theimplementation of change.
Managers should place more emphasi s on fostering support and participation among
employeesrather than simply relying on the mixed approach of communication and
coercion. Unlearning the habit of the employees and also of themselves should bea
priority task in the process of changes in Chinese organizations, especialy those
located in North China.
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Asmentioned intheintroduction section, thetarget of this paper isorganizations
in northern part of China. In the future the authorswill carry out the same survey in
southern areain Chinaand compare the characteristics of implementation of changes
in these two main areasin China

Further Research Proposal

This study was based on interviews conducted with top or senior managersin Chi-
nese companies. In the future a research could be done among first-level employ-
ees. The same questions in this study can be asked from employees and the an-
swers from managers and empl oyees could be compared and analyzed. In thisway
awhole picture about organizational change Chinese companies can be created and
presented to researchers and managers. Another option for future research is that
the same study will be done after some yearsin order to get knowledge about what
Chinese managers learn and what they do differently during the implementation of
changesin Chinese companies.
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Appendices

Table 1. Institutionalization in Chinese History from 1921

Period

Event

Institutionalization

1921

1937-1945
1945-1949
1949

1949-1977
1978
Latel970s
-early-
1980s
1980s

1990s

Late-1990s-
early-2000s

2001

Foundation of the Communist Party of
China

Anti-Japanese War

Chinese Civil War

Founding of the People's Republic of
China

Mao Zedong Era: command economy
Start of Chinese economic reforms
Opening trade with the outside world,
instituting the household
responsibility system in agriculture
Creating market institutions,
converting an administratively driven
command economy to a price driven
market economy

Creating a viable banking system

Industrial reform, involving the
closing of unprofitable state-owned
factories

Entry to WTO

Creation of new additional
mstitutions
Deinstitutionalization
Deinstitutionalization
Creation of new institutions

Period of stable institutions
Deinstitutionalization
Creation of new additional
institutions

Social transience

Creation of new additional
institutions
Reinstitutionalization

Continuation of
Reinstitutionalization

Sowrce: The authors
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Table 2. Size of Chinese Organizations in the Survey

MNumber of employees Percentage

less than 100 23.1%
100-500 31.9%
S01-1000 11.3%
1007-3000 13.8%
3001-5000 4.4%

maore than 5000 15.6%

Sowrce: The authors

Table 3. Categories of Industry of the Sample

Industry Percentage
Production 28.1%
Trade 4.4%
Consultation and training 6.3%
Banking 1.3%
Telecommunication 13.8%
Entertaining 2.5%
Education 17.5%
Service:hospital, transport,sale.insurance 21.9%
Governmental agencies 4.4%

Sowrce: The authors
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Table 4. Steps in Implementation of Change Process in Chinese Companies

(%o of companics)

Steps in change process Percentage
Unfreezing

Establishing sense of urgency 58.1%
Forming a coalition or team 30.6%
Creating a vision T8.1%
Communicating the vision 51.3%
Moving

Creating a suitable climate 38.1%
Employee involvement 31.3%
Creating short-term gains 19.4%
Re-freezing

Institutionalizing the new approaches 11.3%

Sowrce: The authors

Table 5. Resistance to Change and Strategies for Overcoming Resistance in

Chinese Organizations

Resistance to change %o of Strategies for %o of
answers  Overcoming resistance ANSWers

Inertia in the thinking 26.9%  Education and 33.8%
communication

Fear of the unknown 14.4%  Employee participation 5.0%
and involvement

Unwillingness to do additional 3.8% Facilitation and support 9.4%

work

Planned redundancies 6.9% MNegotiation 3.8%

Reaction to overly quick and 5.6% Manipulation and 8. 1%

unclear changes cooptation

Information Blockades 5.0% Explicit and implicit 10.6%

coercion

Sowrce: The authors
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A SERIES OF CHANGES IN A PRIVATE TRAINING COMPANY

Abstract

T Company isamedium-sized company in China, established in 1997. It issituated
inafairly traditional city in China, where people are still quite conservativein their
thinking. This case described the main changes that took place in this company in
the past few years. The changes included the change in the ownership of the com-
pany, changesin organizational structure, changein strategy, and changein company’s
location. The analysis of changes was based on the frame of Lewin and Kotter's
theories on change management. The case gave adetail ed description of theimple-
mentation of the changes e.g. the processes of each change (including how they
were initiated, managed and implemented), the employees' reactions to changes
and the results of the change. Among these changes, the initiator and implementer
of the changes adopted coercion as the main strategy while participation and in-
volvement of employees were rarely used. Meanwhile, they did not paid adequate
attention to the responses of the employees in the process of change implementa-
tion. As a result, most of the changes were not successful. The author hope this
case could serve asthe representative example which reflected the reality of change
implementation in the medium-sized young organizations located in the relatively
conservativeregionsin China

1. Backgrounds

T Company is amedium-sized company with three-tiered management system. Its
main business activities are providing English language training and servicesto help
people to study overseas. T company is established in 1997, the first and largest
professional IELTS and foreign languages training institution in Shandong, one of
thefirst 68 licensed overseas study agencies approved by Ministry of Education of
PR. China, alicensed application center for Australian student E-visaauthorized by
the Australian Embassy and DIMIA, |ELTS Test Center authorized by the British
Council, and an affiliate of Shandong University. In 2000 it started training courses
but only in avery small scale. In aquite long period the leader of the company put
more energy on the overseas department sinceit earnsthelargest portion of profits.
But actually the training department began to grow rapidly and has become amajor
source of profit up to now. The number of employees in this company is about 40
excluding the part-time teachers.

Thecompany isinafairly traditional conservative city of Jinan located in Shandong
province. Thecity liesin one of the most traditional placesin Chinanear to thebirth
of Confucius and his teachings. The city is developing and has mixings of both
modern and new lagging behind other eastern cities. The people are still very con-
servativein their thinking and changeis slow.
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2. Main Changes

Inthispart | will analyze the changesthat took placein T Company in the past few
years.

2.1 change in the ownership of company

Before the summer in 2002, the company has been attached to the academic ex-
change Center of SD University. The official name of the company has been over-
seas service department attached to SD University academic exchange center.
Also the head of the company is entitled as dean of overseas service department.
And he had abigger structure above him. Another important fact is that due to the
ownership of the company, the university shared profitsand losseswith company T.
The company had to pay certain proportion of itsannual profitsto SD University. In
the meanwhile, SD University was responsible of covering part of the losses.

Then in May 2002 the company was separate from SD University and became
a private registered company. In this case the leader of the company, the same
person, was entitled as General Director, and he became the legal person of this
individual entity. The company had more freedom to run the company wheresas it
had to take more responsibility for all cost and losses, for example, income tax
payment had to be covered by itself. Another result brought by this changeis that
the relational changes between the official agencies and offices and the company.

The change was initiated and operated by the very top management. The staff
had no ideas about the process of this change and the possible consequences along
with this change as no one was informed about this change until the last moment.
One day a small meeting was held and the leader announced this change. Besides,
we were not informed about the rise of personal tax payment. One month later all
teachers found a decrease in their pay without specified reasons. Some of them
went to the leaders to ask for reasons and they were then told the tax had to be cut
from the teaching salary since SD university stopped covering the tax expenses
owing to the privatization.

Actually this change should be aradical change. However, it was implemented
in astrange way. The top managerial people did not explain the essence of change
to employeesin great details. There were information blockades and no recreation
of mission and vision. So the core process of changeswasimproperly implemented.
To make it worse, the supporting process was not done at all. The emotional issues
involved were not handled. During the change process, the reactions of the empl oy-
eeswere mostly negative.In the beginning they wereindifferent about the changein
ownership. Later when they heard the salary level may be affected due to the rise
of personal tax payment, they started to be worried. Then when this was done
without any explanations, al the employeeswerevery unhappy. Actually they thought
the leaders of the company were not reliable any one. To summarize, theimplemen-
tation of this change was not successful.
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2.2 change in organizational structure
Company T experienced the changesin organizational structure several timesinthe
past few years.

In June of 2003 the top leader of company T implemented a big change in the
structure. He promoted the marketing manager to the position of vice general man-
ager. Whilethe vice general manager hasto take responsibility for every day activi-
tiesinthe company, heisstill in charge of marketing department. And anew training
manager was hired who graduated from a European university to replace the old
one.

This change in personnel was declared in ameeting. It was just adecision from
the top manager.

The changein June of 2003 actually had great influences on the whole company.
The general manager gradually handed over most of managerial work to the vice
general manager. Most of the staff were not used to reporting to the vice manager
who has a strong sense to power and hierarchical status. Emotionally they felt de-
pressed at work. And the new training manager felt annoyed to be constantly dis-
turbed by the vice manager. Therefore, the change encountered negative reactions
among the employees; however, their negative responses were neglected by the top
manager at all. The staff didn’'t show their feelings as most of them thought it was
natural that the top manager has the power to change the personnel as he wanted.

Then in January of 2004 the structure witnessed another drastic change. A new
department —L ogistics department was added to the present structure and the chief
accountants become the head of this department. Training and Marketing depart-
ment was combined into one section and the vice general manager became the head
of the biggest section. But the previoustraining manager was demoted to vicetrain-
ing manager. Before this change no one was informed about the reasons behind.

Thevice general manager proposed this charge and thought the changes would
make the whole company work more efficiently. However, due to the lack of
understanding and trust to the vice general manager, the staff were in loss and
panic and felt no job security. Everything kept changing and the leaders also got
rid of two employeesin students support section. A lady who retired from avoca-
tional school was hired to replace the tow young staff. However, the vice general
manage did not give a clear job description to the staff in new positions and the
whole company were confused about the function of new department. Some staff
took it in this way that the vice general manager tried to centralize his power by
changing the structure. The interests of employees were not taken into consider-
ation not to mention participation and empowerment to the staff. To sum up, the
change was not done naturally and the resistance to the change was ignored. The
strategy to implement changeisimplicit coercion without communication and agree-
ment. Another problem isthat the leader plays anegativerolein theinitiation and
core process.

The changesin structure areillustrated in the following charts.
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2.3 Change in strategy

The implementation of change in strategy of company T is better than the other
changes although the managerial part was not operated thoroughly. The company
mainly deals with |ELTS training for students who plan to study abroad. But the
market is going to enter the phase of declining in the whole industry life cycle. The
general manager was sensitive to the market trend and decided to expand the train-
ing business.

In the beginning of 2004 the company successfully obtained the franchised right
of SHANE English, whichisagloba company providing English teaching to chil-
dren. Before this the general manager did adequate market survey and recruited
several foreign teachers. This decision was aso discussed several times in com-
pany meetings. Theinitial program was done quite smoothly. However, part of op-
erationis not performed well, that is, the managerial part. Shane English sectionis
still under the control of the vice general manager. It is against therules of Interna-
tional Shanethat statesthat aforeigner is supposed to be the supervisor in charge of
teachers. Therefore, it isstill runin Chinese style and several foreign teacherswere
very dissatisfied with the management.

In brief, the expanding of market was done more successfully than the other
changes. It has positive effects on the company in the long run. Given information
about the benefits of this project, the staff were willing to support this change and
one employee volunteered to transfer to Shane English from training department.
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2.4 Change in working condition

There are also some minor changestaking placein addition to significant changesin
structure and strategy. One of them is the change of the company location. The
implementation of this change was successful.

In April of 2003, the company moved from abig hotel in city center to an office
building near the city border. The previous company site was easy to reach. Fur-
thermore, the big problem with the old siteis that there are not enough classrooms
available. The new siteisin amodern building, whichisnext to provincia Library.
But the downsideisthat new location istoo remote. Before the decision was made,
the general manager conducted plenty of investigation among both the studentsand
the staff aswell. He sent a questionnaire including questions about the opinions of
location change to them. A map covering the nearby area of new location was
attached in the questionnaire. Additionally, he offered exact information about the
bus routes. Some support work was done to help people adapt to the change more
easily. One such procedure was that the beginning of working time was delayed to
9 a m. from 8:30 am. Another compensation procedure was that the company
would cover the expense of monthly bus ticket for the employees.

As aresult of careful preparation, the potential obstacles were successfully
removed.And also the dynamic for change was created. The move of physical
location was done very quickly owing to the obtaining of the employees’ participa-
tion. Theleader did agood job in recognizing the need of revitalization and motivat-
ing employees. Furthermore, most students and staff were excited about the wholly
new working environment with modern interior design and decorations. Neverthe-
less, a group of staff was completely ignored in this change. No teachers were
inquired about this change and no compensation subsidy was given to them. They
felt deeply humiliated. Thisbecameavery seriousflaw of this seemly smooth change.

Conclusions

To conclude, the changes in this company were mainly implemented from top to
down. Meanwhile, participation and empowerment of employees were rarely used
as the main strategies to implement changes. Moreover, the employees feelings
and reactions were far from avital factor that was taken into careful considerations
by the change implementers. Consequently, the results of most of the changeswere
not that satisfactory. Based on the findings from this case, the author suggest that in
order to implement changes more effectively, the managersin medium-sized Chi-
nese companies in relatively conservative areas should equip themselves with ad-
eguate knowledge and skillsin implementing changes or resort to professional ex-
perts to facilitate the changes.
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CHINA AND ESTONIA IN FLUX: ISTHIS A VALID BASIS FOR COM-
PARISON OF THEIR APPROACHES TO CHANGE MANAGEMENT?

Abstract

In this paper we attempt to unpack the notion of change and for that matter ‘ change
management’ by situating them in the context of economic and commercial reforms
intheformer centrally planned economic systems. Devel oping and transitiona econo-
mies have intended to dispose of their past ‘blue prints' and seek out templates
which have been successful in the existing market economies. At the core of our
guestioning isthe accepted ideathat the process of organizational change in transi-
tional and emerging economiesis and needs to be ‘ managed’. We note that change
processes are littered with fuzzy and improvised environments. In this paper the
processes of organizational change in two distinct cultures; Chinaand Estonia has
been analyzed drawing partially on aninstitutional perspective.

Keywords: organizational change, China, Estonia, institutionalization

INTRODUCTION

We see change here as a set of events which unfold within atime frame defined by
political and economic parameters. Asone of the fastest devel oping countriesinthe
world, China has had an annual growth rate of 8-10 % averaged over two decades
(Hampden-Turner and Trompenaars, 2002). Chinese companies have undergone
rapid, fundamental changes (Wang, 2007). Estonia, in the past two decades, has
gone through transformation; leaving one system of political economy-the Soviet
Union- and entering into aculturally and historically different environment- the Eu-
ropean Union. This, in Estonia, has meant needing to swap the authoritarian, cen-
tralized, totalitarian socialist ways of organizing and governing with amore demo-
cratic regime and adifferent set of attitudesand valuesfit for afree market economy.

Our main aim in this paper is to consider the implementation of change in se-
lected organizations in China and Estonia as the bases for understanding the * blue
prints for change adopted in these developing economies. The two countries are
assumed to be culturally and socially distinct and their political and economic sys-
tems stem from the socialist/communist ideol ogy associated with the former Soviet
Union. We will draw on ‘institutional’ and ‘organizational change’ theories for a
multidimensional evaluation and analysis of the data. We set the scene by presenting
abrief overview of therecent history of changesin Chinese and Estonian organiza-
tions. The outcome of theimplementation of organizational changein both countries
will constitute the basesfor our discussion and questioning.

TRANSITIONAL CHANGE

Estonia: A Retrospective Account
In the process of socio-economic transformation and institutional change the struc-
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tures and value systems are either discarded or redefined. The contingent nature of
cultural accounts and rules are revealed, interrogated, contested, opposed, chal-
lenged and ultimately overturned. Such deingtitutionalization (unlearning) takes away
the contextual certainty that the institutionalized rules present thus exposing the
subjective nature of the meanings attached to the social world.

The pioneers of studies of organization and institutional views, such as Merton
(1948) and Selznick (1948) considered organization as' societiesin microcosm’ (cited
in Tolbert & Zucker 1999:170-71). Scott (1995:33) saw ingtitutionsas‘ social struc-
tures’ which contain cultural elements provide ‘ meaning to social life' and are cre-
ated, retained and reproduced by the organizational actors. Hence the pillars of
‘institutions’ are seen in terms of regulative, normative and cognitive structures
which provide the bases and justificationsfor the behaviors. Changein this context
implies changesnot only inthe artifacts but also in symbolic, routines and rel ational
systems. Institutional theorists (e.g. Selznick 1949) have stressed therole of institu-
tional environment in defining and understanding of the behavior of organizations.

From thisinstitutional view, weinterpret socia transition as the period between
the demise of oneinstitutionalised system and the point at which another system has
been established and accepted on new cognitive and normative grounds. Such cir-
cumstances create acute social and psychological problems for social actors and
this period has been called social transience (Clark and Soulsby 1999:40).

Between 1919 and 1940, during the first period of the independent Estonian
state, Western values in terms of work ethics, individualism and free enterprise
were adopted in institutions in the economics and education fields (Barnowe et a
1992: 180). The creation of institutions was followed by a period of stable institu-
tions.

The Soviet occupation in 1940 |ed to either the liquidation of all the civil institu-
tionswhich had characteristics similar to those represented in the Western world, or
to their restructuring according to the principles set by the Soviet Union as part of
the agenda of extending the Communist principles (Taagepera 1993: 65).

The period from the 1960s to the 1980s marked an erain which theinstitutions
remained unchanged adopting the communist logics of action. Highly centralized,
autocratic approachesto governance, including; strictly regulating prices, control-
ling domestic and foreign trades and setting enterprise targets were the dominant
recipes.

Radical reforms commenced in Estonia in 1987-88, when a group of theoreti-
cians and practitioners debated the idea of economic autonomy for Estonia (Taaler
1995). In the spring of 1988 over 600 co-operatives were formed in Estonia as an
indication of the onset of reform neverthel ess maintaining the collective ethos asso-
ciated with socialism. These represented the highest concentration of such enter-
prisesin the Soviet Union at thetime (Palm 1989). It seemed that in order to change
the existing institutions, other institutions had to be created. In 1990, a pivotal and
mainly political eventin Estonia, that is, the replacement of economic autonomy with
the independent statehood and the restoration of a market economy provided the
strategic impetus for reforms (Taaler 1995). Could Estonian organizations et go of
theold paradigms?
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A period of social transience started as Estoniaregained itsindependencein 1991.
Indeed attemptsto discard the old ways and installing of what seemed to be different
institutionswere made. By the turn of the millennium, institutionswhich were required
for the successful functioning of afree market economy had been established and a
period of more stableingtitutions began- ingtitutionswereingtitutionalized.

In 1997, Estonia became a candidate to join the European Union and in 2004
Estonia became a full member of the European Union. Over this period Estonia
managed to ‘redefine the structures and values' of its existing institutions and get
them closer to the requirements of the European Union. Conceptually we may de-
finethis change as episodic and punctuated in asense, it wasintentional and politi-
cally induced and controlled. It wasalsoa‘drip-drip’ form of evolutionary change?

Figure 1 summarizes this retrospective account.

FIGURE 1
Stable Social Stagnation, Social More stable
institutions transience stable transience institutions
institutions
1919 1940 1960 [987 199] 2000

Y

China: A Retrospective Account

When Communist Party of China (CPC) wasfounded in 1921, anew institution was
created. Anti-Japanese war and the Chinese civil war provided the context for change
from 1921 to 1949in China. Theyearsbetween 1949 and 1978 in the history of China
represent aperiod of recovery and stability. In 1978 the palitical dlite, the stateand the
Party launched an ambitious reform program in China. A selective discarding of the
established recipes started. In the 1980s the reform aimed at converting the economy
froman administratively driven command economy to apricedriven market economy.
This was a period of socia transience (Chinese Economic Reform 2006). The re-
formsof thelate 1990s mainly focused on enterprise reform which seemed to encour-
age and facilitate enterprise culture. The managerial and organizational approaches
that the state saw as appropriatein that time were retained. Asof 2001 Chinabecame
amember of World Trade Organization (WTQO). Transition in this case is described
within aNewtonian logic; rationalistic and linear which ignorestheflux characterising
the individual and collective experiences (Sharifi & Button, 1998; McLean, 2006).
Slicesof timeand decisionssituated within them explain the devel opment and change.

WHAT IS CHANGED IN ‘ORGANIZATIONAL CHANGE'?
Seeing organizationsas'living' systems highlightsthe underlying tension which has

been running through management theory regarding its focus on control, certainty
and structure as against orgnicism, ambiguity, loose ends, and emergence. Such
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rationalistic thinking assumes that systematic control of the change processis pos-
sible. However, as Stacey (1996) argues the human system isamulti-agent, purpo-
sive, task-oriented system interacting with itsenvironment, in search of regularities,
and learning through its own generated feedback system which then revises its
responsesto itsenvironment. This multi-agent system acts on the basis of the shared
as well as the individual schemata of its agents (1996: 108). So in categorising
changeinto transitional, transformational the question that weraiseiswhat isbeing
transformed: the acts, or the actors, their mind sets, the environments or all? Who
decides which and how is the choice made?

Ackerman (1986) has described three types of organisational change, (1) devel-
opmental change, (2) transitional change, and (3) transformational change. Devel-
opmental change improves what already exists through the improvement of skills,
methods, or conditions. Transitional change replaces current ways of doing things
with something new over acontrolled period of time. Transformational change means
the emergence of a new state, unknown until it takes shape, out of the remains of
the chaotic death of the old state. Do these typesindicate the stages of change that
institutions may travel through, we ask? If that isthe case, then what is the point of
categorising and |abelling the stages?

REACTION TO CHANGE

Woodward's' (1954) functionalist empirical study of British manufacturing firms
indicated that no matter how carefully and slowly the idea of change was intro-
duced, theimmediate reaction from lower supervisorsand operatorswastoresist it.
Thisis'episodic’ change, onewhichisintentional and discontinuous. According to
Senge (1997), people do not resist change; they resist being changed. This state-
ment is embedded in ahierarchical notion of organization and organizing, and sees
the organi zation, individuals and the context of change as separate and distinct ele-
ments. We also argue that it is naive to assume that a‘ careful’ approach to change
or the speed by which it isintroduced and implemented can define the extent of or
predict the possibility of resistance. Change cannot simply be seen asa‘neutral’ and
value-free process. It is embedded in the actors' intentions, their desired ends and
power bases. Why do people resist being changed; because they often are not
involvedininitiatingit, or because they do not seethejustification for it?

Kotter and Schlesinger (1979) have presented six strategiesfor facilitating change
and overcoming resistance: empl oyee participation and involvement, education and
communication, facilitation and support, negotiation and agreement, manipulation
and co-optation and finally explicit and implicit coercion. Anyhow, central to the
processisthe choice of strategy- who decideswhich strategy? Kotter and Schlesinger
do reinforce a ‘top-down’ approach to the management of change. Participation,
cooptation and facilitation are manipul ation and coercion in another guise. The ques-
tion that often is raised in the extent to which a collective, consensual and demo-
cratic approach to the introduction and implementation of change is ‘practical’ in
rapidly changing contexts. The need for ‘order’, ‘control’ and ‘certainty’ is the
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justification for such prescriptions and for underplaying a democratic approach to
change management.

CHANGE PROCESS: FREEZING OR UNFREEZING, WHAT IS AT
STAKE?

Models of change are frequently developed onthebasisof ‘rationalistic’ logics, and
on the assumption that the process of change can be engineered. Lewin's (1989)
basic model which is mechanistic in essence consisted of three steps: unfreezing,
moving, and refreezing. This assumes that there are external forces which can be
employed to control the process and to stabilise or de-stabilise an organization. For
instance, inthe unfreezing stage what do we unfreeze, the organi zational knowledge
or its culture? Should we consider an organization as arefrigerator?

Tichy and Devanna (1986) have also used three steps. Recognizing the need for
change, Creating the vision and Institutionalizing the change. Who recognises the
need? Kotter’'s (1998) model, includes eight phases in the change process: Estab-
lishing asense of urgency; Forming apowerful codition; Creating avision; Commu-
nicating the vision; Empowering othersto act on the vision; Planning and creating
short-termwins; Consolidating improvements; I nstitutionalizing the new approaches.
We note here that these stages or phases not only highlight the political nature of
management of change but also show how the discourse of change management
can be presented as neutral and value-free. For example the initial two stages feed
on people’sinsecurities, fear of uncertain futures. Creating short termwinsplayson
peopl€'s basic instincts and the reciprocal nature of organizational relationships. We
however acknowledge that Kotter’smodel can provide uswith ascript to scrutinise
the process of change.

METHOD OF STUDY

The dominance of Newtonian perspective on modernist studies of organizationshas
meant that change is studied and observed as if it isintentional and discontinuous
(Weick & Quinn 1999). The palitical, economic, social, historical and cultural con-
texts, within which changeis observed, analysed and explained pointsto the conti-
nuity rather than discontinuity. Models of change astoolsfor analysis and explana-
tion of change seem to miss out the contextual nuances. To comparetheimplemen-
tation of changein sel ected organizationsin Chinaand Estonia, we conducted struc-
tured interviews with members of top management teamsin 160 companiesin sev-
eral large citiesin the northern part of China: Beijing, Tianjin, Jinan and Zibo; and in
243 Estonian companies. In Estonia, the interviews were carried out at two differ-
ent periods: first in 2001 (137 companies) and second in 2005 (106 companies). In
both countries the companies (the sample) were selected from a cross section of
industries and sectors, ranging from manufacturing and technology, banking and
insurance organi zations, to those in energy and education industries.
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In 39.4 % of 160 companies, the top managers or the CEOs answered the ques-
tions. In 40 % of the organizations, deputy directors or vice general manager were
interviewed. The rest of the respondents were middle managers in different func-
tional departments. All interviewees had experienced the recent organizational change
in their organizations, and have been directly involved in strategy formulation and
implementation.

Most gquestions were open-ended, however, in some cases closed-ended ques-
tions were used, for example, in order to identify the factors which had changed in
the process of implementation.

In the beginning of 2001, 137 Estonian companies were approached. The com-
panies represented different industries and were of different sizes. Structured inter-
viewswere conducted with top managers or with members of their executive boards
focusing on the change processes and activitiesin their organisations. [ See Appen-
dix1]. These changes mainly took placein the 1990s, during a period which marked
the socia transiencein Estonian society. In 2005, interviews were conducted again
with members of top management teams from 106 Estonian organizations about
changes implemented since the beginning of the 215 Century. The sameinterview
guestions were used in Estonian companiesin 2001 and 2005 and in Chinese com-
panies. Content analysis has been the main technique that we have used to analyse
the outcome of the interviews.

PERCEIVED TYPES OF CHANGE: AN EXPLANATION

Our study of the selected organizations showed that only 5 % of the changesin
Chinese organizations were perceived to be developmental changes, which nor-
mally took placein one department. Meanwhile, 41 % of the changes were consid-
ered as transitiona i.e. there were changesin the ‘ways of doing things and 54 %
werereferred to astransformational in Chinese companies. As Chinese economy is
still on the way towards shifting to amarket economy from planned economy, half
of the organizationsin the study referred to experiencing dramatic changesin their
ownership or business status. For example, some state-owned enterprises experi-
enced the transformation to a private limited company; some small state-owned
enterprises were merged into a larger one, or some enterprises were acquired by
private owners or foreign investors. Even some governmental agencies under the
planned economic system were transformed to independently-run companies or
affiliates of local authorities. But doessuch claim of ‘transformation’ actually mean
that their ‘ways of doing things', managing their organizations were aso trans-
formed?

The 2001 study showed that 90% of the changesin Estonian organizationswere
perceived as transformational, whilst the second survey showed that only 64% of
changeswere perceived asfundamental intermsof their scope—involving changes
in strategy, mission, leadership style or culture, though we may notethat changesin
“culture’ as such cannot simply be captured in apositivist paradigm- only claims of
the change can be reported. There were two waves of changesin Estonia. Thefirst
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wave of changestook placein the 90s after the creation of an independent Estonian
republic and during social transience. These were triggered by the changes in the
system of government. Under the new economic and political regime the functions
and tasks of state enterprises changed, so there were changes initiated by the state
and changesinitiated by the owners or managers of privatized companies. Themain
aim of the changes initiated by the Estonian government was to implement Euro-
pean standards instead of the standards of the Soviet Union in state owned enter-
prises. The second reason for changes in state enterprises was the changing of the
clients: instead of big state enterprises the clients started to be small private firms
with different needs. State orders were replaced by contracts with these clients.
Enterpriseshad to learn to monitor their financial situation and keep account of their
funds. This also changed the communication culture in the state enterprises so they
adopted the approaches attributed to the private/business sector. In the new eco-
nomic system the survival of the companies meant structural changes, that is, shift-
ing from rigid organizational forms accepted in the old Soviet system to a less
mechanistic and flexibleform of organization in order to pave the way into the new
markets in the European Union. However, considering the existing rationalist per-
spective one wonders if the old habits and structures ever fade away?

The second wave of changes took place after the free market economy had
gained some grounds in Estonia and since the onset of the 21 Century. These
changes were seen most often to be connected to changes in the market situation
triggered by new competitors entering the markets. The changes aimed to create a
positive image of companies and increase satisfaction and motivation among their
employees, thus maintain their competitive advantage.

Based on the above analysis, in both countries changes were triggered by new
market-driven economic regime. In Chinathe trigger event was the start of ‘ open-
ing up’ policy in 1978 and the change of economic regimefrom previously central -
ized planning system in 1980s. I n Estoniathe independence of the country from the
former Soviet Union served as the driving force and a means to abandon the com-
mand economy. As before the question is the extent that the sedimented rules,
routines, ways of seeing, planning and the habitual thinking have been changed
accordingly?

WHO WANTS TO CHANGE OR TO BE CHANGED?

A large part of the analysis of change contains the extent of resistance to change
and how it is managed. The reason for such focus is that, change is seen as a
separate event, an episode in the life of the organization. For instance the research
we present in this paper shows that, 26.3 % of respondents claimed that there was
no resistance encountered in the process of change. An almost equal percentage of
companies (27.5 %) experienced negative reactions to change. 15 % of respon-
dents explained that there was a mixture of reactions in their organizations: accep-
tance and opposition. There were 14 % of respondents who mentioned that the
employees were indifferent to the changes. If their interests were not largely in-
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volved in the change, they inclined to accept the decision from the top management
without any strong reactions. Without specifying positive or negative attitude, 3.1 %
of the respondents thought that most employees in their organizations showed a
willingness to adapt to the changes which wereimplemented. Finally 14.4 % of the
respondents saw agradual changein the reaction of employeesfrom being initialy
unaccustomed to eventually adaptive. It will not be an obvious statement to say that
such reactions are embedded in the temporal context of change- the events and not
the Newtonian calendar and clock time.

Whileaquarter of employees respectively show completely positive or negative
attitudes to changes in Chinese organizations, in Estonian companies two extreme
types of reactionsfrom employeeswere most visible: some employeestotally agreed
and welcomed these changes, whilst others worked as much as possible against the
changes. For examplein 2005, there was a negative reaction to 50% of all changes
introduced, whereas a positive reaction was registered in 45% of the changes.

During thefirst wave of changes, peopl e often had to equip themselveswith new
knowledge aswell asnew skillsincluding language and technical skills. Inthe Soviet
Union occupation era most managers were uncertain about and perhaps not con-
vinced by the benefits brought by the new skills. Did this mean that they had nega-
tive attitude to change? Or was this a misunderstanding or misinterpretation of the
events on their behaf? Or wasit simply the assumption that there was no need for
the new skills? The changeswere seen in amore positive light when peoplerealized
that their knowledge and skillswere still needed and their salary had been increased,
in other words when alayer of uncertainty was lifted. As more information about
how the changes influenced their salaries and jobs were disseminated, they found
the changes useful. In some cases the pattern was quite the opposite: people ex-
pected changes to be implemented and were very optimistic and cooperative in the
beginning. However, if and when the results did not appear and the process started
to drag out, they became more cynical and pessimistic. Positive or negative reac-
tionsto change reflect the expectations of thoseinvolved and affected by the changes.
We speculate here that the managers pessimistic outlook could be the outcome of
their dissonance and perhaps an indication of their instrumental behavior?

The management style was often autocratic and the approach to management of
change was mainly ‘top-down’. This meant that the need for the changes was not
explained to the employees. Why not, was it because the top management or the
ruling elitein the organi zation does not see the need to justify theinitiated changes?
There was an absence of a sense of ownership or belonging which seemed to have
nurtured a passive attitude toward work: people did only what was required and
because it was required, not because they found it beneficial; or they just stalled for
time when fulfilling tasks or postponed them. It seemed that segmented organiza-
tions glued by rigid rules and norms and a history cannot generate willingness or
cooperative behavior?

In the Chinese organizations people tended to accept changes but in a passive
way, asif they were ‘fait a complet’, having no choice. Thisattitude may be said to
stem from the habitual acceptance of the top-down, autocratic form of governance
which pre-empted choice and involvement in decision making and that hasprevailed
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in Chinafor more than six decades. We may argue that people were not motivated
by participation in decision making processes because of the fear of failure and
consequential sanctions? Although the economic system in China has changed to
price-driven free market one, the political system has remained unchanged and is
still operating on the basis of specifically defined socialist; autocratic and bureau-
cratic principles. However, Estoniadiffersfrom Chinain thisaspect. Along with the
separation from the former Soviet Union, the national system experienced drastic
changes economically as well as politically. Although the influence of autocratic
style couldn’t be completely demolished within 15 years, amore democratic system
was devel oped which has gradually replaced the Soviet induced totalitarian system
and has become conducive to continuous economic devel opment.

26.3% of the selected Chinese companies claimed that no resistance was en-
countered. Others stated they encountered difficulties. Among six causes of resis-
tance, inertiain the thinking was most frequently mentioned (by 26.9 % of respon-
dents) as the main root of resistance. Inertia was described as the tendency to
retain the old ways of doing things (Table 1). In many state-enterpriseswhich have
been changed to share-holding companies, the share holders re-elected the same
governing people to the new board of directors and there was no change in the
management of the organization. The question is why were the ‘old guard' re-
elected? Was it because they maintained the shareholders’ interests? Were the
shareholders aware of alternative courses of action? Or was it simply ‘better the
devil you know’ syndrome?

Table 1. Causes of resistance to change in China and Estonia

Resistance to change China Estonia Estonia
2001 2005

Inertia in the thinking 27 36 36

Fear of the unknown 14 23 42

Unwillingness to do additional 1 15 22

work

Planned redundancies 7

Reaction to overly quick and b 9 26

unclear changes

Information Blockades 5

167



Meanwhile, there were 14 % of respondents who demonstrated that the resistance
came from the fear of an uncertain future. Furthermore, 7 % of respondents found
that the employees’ fear of being laid-off and losing their job. There was an amost
equal percentage of respondents (about 5 %) who regarded the resistance as a
reaction to overly quick and unclear changes and the lack of information and knowl-
edge about the change. In addition, about 4 % of the respondents mentioned the
unwillingnessto do additional work.

Compared to 2001, fear of the unknown considerably increased in 2005 in Esto-
nian companies, and sticking to the old ways of thinking, which dominated in 2001,
remained at the same level. The employees in the Estonian organizations com-
plained about changes being unclear more frequently than Chinese ones. Thiscould
be explained by the assumption that the submissive behavior is an accepted norm
among Chinese peopl e, thus following the trend and the decisions taken by the top
management. Naturally they seemed to react more slowly to unclear and quick
changes. Estonian employees tended to refuse to do additional work (for the same
money). As soon as they were paid for this extrawork, the resistance disappeared-
aMaslowian explanation? Neverthel ess, in Chinese organizations avery small pro-
portion of people complained about extrawork, which can be attributed to the col-
lectivist education and thinking in China. Peoplewere socialized intheir youth into
accepting that doing extra work would be part of their duty and an honor which
would also contribute to the group’s development. In a more democratic society-
Estonia, people are more aware of the principle of ‘fair pay for afair day’s wok’
and fight for individual rightsand benefits.

Models of change, including Kotter’s model prescribe stepsin the form of ‘cre-
ating and communicating the vision’ which would minimise resistance to change.
Thisismanaging the meaning of change and the consequences of disregard of what
is being initiated. A noticeable feature in change implementation in the selected
Chinese organi zations was that coercion or mani pul ation strategies were frequently
used and were seen as acceptable (Table 2). This might result in strong negative
feelingsin theinitial stage; however, people eventually accepted it since there was
along tradition for peopl e to abide by the authority of those in higher positions and
thosein command in asocialist context. Even though the economy has been gradu-
ally moving towards free-market economy, the old management thinking and prac-
tice still prevailed especialy in northern part of China. For the same reason and
managers reluctance to give up their powers, the employee involvement and em-
powerment was rarely adopted or implemented.

The strategies of manipulation and coercion were much less often adopted in the
Estonian companies than in the Chinese ones. We explain this by referring to the
differencesin the social system of the two countries. In the Estonian society which
historically has been less autocratic the coercion was though, as acceptable as it
wasin China. The Estonian companies adopted such strategies as employee partici-
pation and involvement, facilitation and support and negotiation more frequently
than their Chinese counterparts. The initial stages of Kotter’'s model seemed to be
more present in the Estonian organizations. The Estonian managers seemed more
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Table 2. Strategies for overcoming resistance in China and Estonia

Strategies for overcoming resistance China Estonia
Education and communication 30% R
Employee participation and involvement|5% 24%
Facilitation and support 10% 21%
Negotiation 4% 15%
Manipulation and cooptation R 2%
Explicit and implicit coercion 11% 6%

willing to empower employeesto participate in the change process and thus nullify
their resistance to change.

THE IMPLEMENTATION OF CHANGE : A COMPARATIVE ANALYSIS

The unpredictability of the outcomes of change and the unintended conseguences
of the responses, allow the organizations and institutionsto deal with the outcomes
retrospectively. So any reactions are put into the context of the conditions within
which the changeisinitiated and implemented and in particular theinitial conditions.
The argument is that change happens all the time.

We analyzed the processes of change in Chinese and Estonian organizations
drawing on Kotter's model of change process (Table 3). In process of change in
Chinese organizations most of the attention was paid to unfreezing stage while re-
freezing was given the least emphasis. Among the steps in unfreezing stage in
Kotter’'smodel, creating avision (thethird step in Kotter’smodel) isthe most widely-
adopted step, followed by establishing the sense of urgency, whichisthefirst stepin
Kotter's model. However, although 78 % of the respondents created a vision, only
half of them communicated it to employeesin the organization. In addition, only one
third of the respondents mentioned the centrality of forming acoalition. Theresults
show that in the initial stage Chinese companies created an awareness of the need
and the aim for change. Nevertheless, their top-down, autocratic approach led to
their failing to communicate with and inform their employees, which possibly led to
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misunderstandings, confusion and even resistance among the employeesin the later
stages of theimplementation of the change. Some companiesonly passthedecision
as an administrative order to the lower-level workers of the organizations without
adequate explanation and information sharing. Regarding the steps in the moving
stage (the second stage in Kotter’s model), only 38 % and 31 % of the respondents
mentioned creating a suitable climate and involving employees respectively. The
empowerment of employees was not a popular activity or even the leaders of the
organizationswere not motivated to empower employees. Thisreinforcesthe point
that the approach to change is embedded in the template or the script provided by
the old autocratic regime. It seemed that most of the Chinese organizations mainly
focused on the unfreezing stage.

Table 3. Process of Change in China and Estonia (% of respondents)

Estonia
Steps in change process China
i : C
Establishing sense of urgency 58 59
B e : 24
Forming a coalition or team 31
Creating a vision 78 16
Communicating the vision 51 36
Creating a suitable climate 38 18
L 3
Employee imvolvement 31 3
Creating short-term gains 19 16
21

Institutionalizing the new approaches I

Similar to Chinese companies, in Estonian companiesthe main focus of the manag-
ers was also initiating changes, i.e. raising the awareness regarding the necessity
for change and creating a vision. Meanwhile, |ess attention was paid to evaluating
the change and making modifications and improvementsin Estonian organization,
similar to Chinese organizations. Although both set of organizationsbear smilarity in
these aspects, Estonian managers attached more importance to empowering and
involving employees and training them for changes than did the Chinese managers.
Theinterpretation of the outcome of the study here threw light on the limitations of
the models of change and even more significantly on their suitability as aresearch
framework and tool. The functionalist logic of change management perspectives
cals for the focus on the unidirectional causal relationships among variables. It
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therefore hence misses out the political and temporal nuances and the historical
conditioning of the actorswho interpret the changing situation.

Thefluidity of contexts and of reactions and responsesto perceived and defined
change make the outcome of change seem temporary. This is discontinuity which
has continuity asitsbed, likethe bed of theriver where the broken roots, sands, and
debrisfloat [after Giddens 1979]. At the onset of the economic reform the Chinese
government had hardly any clear ideas about the ways in which the market mecha-
nism wasto be introduced (Nolan and Ash, 1995; Perkins, 1994).

SO WHERE DO WE GO FROM HERE?

How similar can the management of change be in two different states which be-
came embedded in asimilar political economic model by accident of history?

Chinaand Estoniaare greatly influenced by socialist/communist ideologies, al-
thoughin different historical periods. Estoniahad along history of socialism before
itsindependence from the former Soviet Union in 1991. Likewise, since the found-
ing of Chinain 1949, Chinahas been under socialist regimefor over half acentury.
A socialist society inthiscontext is characterized by high formalization, centraliza-
tion and totalitarianism. Under totalitarianism organizations do not haveflexible struc-
tures and cultures to implement change. There are fundamental and conflicting
ways in which individuals have been trained to think and act under totalitarianism
system. Another feature of totalitarian society isthat the employeesweretrained to
fulfill the managers' directives without questioning. People were not involved in
decision-making. In the process of implementing change, more attention would be
paid to imposing the change, and empowering employeesto participatein the change
process would be of low priority.

Any system has no presence or effect without those who establish and use it —
those who are in positions of power. Both countries have nominally opted for a
‘paradigm shift’ that is, transforming their economic regimefrom centrally planned
economy to free market economy. The economic reformin Chinalaunched in 1978
has been accompanied by decentralization of economic control. A social transience
started in late 1970s and early 1980sin China. Over the past several decades China
has experienced significant changesin transforming its bureaucratic system of state
planning into a more market-oriented economic regime. In 1990, in Estonia eco-
nomic autonomy was replaced by independent statehood and the restoration of a
market economy (Taaler, 1995). A period of socia transience started as Estonia
regained its independence in 1991. By the turn of the millennium, institutions re-
quired for the successful functioning of a free market economy were established.
The similarity in economic regime transformation seemed to be replicated in manag-
ers performance in the process of change and in people’s attitudes to change in
these two countries.

The differences in change implementation between the two countries can be
attributed to their different levels of democracy. Estonia has been building democ-
racy for the past 15 years. But in Chinathe level of democracy has not been high.
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Although China experienced successful transformation of economic regime, the
political system in China has remained within its specific version of socialism and
operated on the basis of centralized power. In business organizations the organiza-
tional structure, to a large extent, followed the same scheme as that before the
economic reform and decisions were made at the top - the management group in
organizationsor local authorities. In China, especially in North China, peopl€’sthink-
ing style was not so different from the time before the onset of the changes. The
approach to change remained top-down, where 92% of changes were initiated by
top managers or local government while only 8% were suggested by middle and
lower-level employees.

Estoniahad adifferent story. After leaving the centralized planning system of the
Soviet Union and losing the Soviet market, Estonian companies had to reorient to the
European market. In order to be able to compete in atight Western market instead
of the empty Soviet market, Estonian companies had to introduce Western stan-
dardsincluding ademocratic style of management and political system. Therefore,
in Estonia a larger percentage of changes were initiated by employees compared
with China. Also employees’ attitudes to changes were more valued by Estonian
managers. Estonian managers as well took more measures to involve employees
and train them in the process of changes than Chinese managers.

Besides ingtitutional grounds, the differences in change implementation in two
countries may be attributed to the differences in their cultural contexts. For ex-
ample, Chinese culture has higher ‘ power-distance’ level (a laHofstede 1980). The
high power-distance culture decides that peopl e respect and even fear the power. In
aChinese organization the top manager islike aparent of abig family and he should
take care of everything and people haveto listen to him. The opinions of the employ-
eesonthelower echelonsare not valued and it isnatural for employeesto follow the
instructions set by the top manager. It istherefore seen as‘normal’ that the change
isstarted by the top manager in a Chinese organization. And since power can never
be doubted, people regard it acceptable even if the top managers used implicit or
explicit coercion in order to carry the reform. Such a clear line of authority also
reducesthe uncertainty and clarifiesthe boundaries of responsihilities, rewardsand
sanctions.

In Estonian companies where the management is more democratic, employees
viewsare sought and in order to encourage employeesto accept and support changes,
some measures are taken, e.g. communicating to the employees the likely benefits
brought by the changes and improving employees’ welfare. Coercionisrarely used
and not considered as effective. How can we explain this difference in manage-
ment approach to change? Does it stem from their assumptions that free will and
autonomy are essential to humans or from their assumptions about managers' pre-
rogativeto control people?

Another differentiating cultural dimension between thetwo countriesisthat China
is more relationship- than task-focused compared with Estonia. Relationship be-
tween people isthe priority. Therefore, in the process of change, complicated rela-
tion network has to be taken into consideration. This annoys the practitioner of
changes and also affects the smooth process. For example, in HR reform in a
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company, itisvery likely that people are not treated fairly dueto their interpersonal
relations and networks.

CLOSING REMARKS

In this paper we have attempted to question through an empirical study whether
there were grounds for comparison of the approaches to implementation of change
in selected organizationsin Chinaand Estonia.

We have noted that to Change is to alter, to vary, to modify, and to shift'. And
that organizational change can be read as a contradiction in terms; to organizeisto
stabilise and to change is to disorganize? The debate in research on change and
about change management is often dichotomised. Radical change is considered
against incremental one or episodic change is compared with the continuous one,
evolutionary asagainst revolutionary and so on. The end isthereaching the equilib-
rium as against disequilibrium, establishing order as against disorder, generating a
sense of certainty as against uncertainty (also Sharifi & Zhang, 2007). The point to
consider isthat the centralised mind set and the control prophecy which have shaped
the thinking underlying models of changeignore the fluid nature of the contexts, the
ephemeral nature of structuresand * blue prints' and the fact that therationality they
advocateisbasicaly illusory. Adaptation precludesretention (Aldrich, 1979; Weick,
1979), change and stability work at odds.

Organizations are embedded in afield that drivestheir evolution; fromthe‘ here
and now order’ to the ‘new order’. Constraints, fluctuation, and energy trigger
enacting, acting, thinking, retrospection, editing modifying of the order, rules or what-
ever the organization isabout. As Giddens (1979) putsit human conduct is paradig-
matic, intentional and temporal. People can switch sources of energy on and off,
may respond, can react and proact, change according to their experiences and pref-
erences (Allen, 1994).

In analysis of organizational change- types of change or resistance to change-
change is often treated as the exception and thus the analysis is conducted with
‘order’ and‘ stability’ in mind (refreezing, ingtitutionalizing). It isdisorder and chaos
that are seen as the negative outcomes-the indication that change is not managed
properly. But organizations are social worldswith multiple realitieswhich cannot be
frozen or defrosted like an ice cube.

Do the preceding lines make the analysis of management of change in two dis-
tinct cultures with different histories, different notions of what change should be,
somehow redundant?

“ Reality is not perceived, it is conceived” (Holling, in Casti, 1994:260)

! The Penguin English Dictionary, (1978).
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APPENDI X

Appendix 1

Interview questions.

1. When were the main changes implemented in your organization? Which factors

caused these changes?
2. What exactly was changed, please mark with ‘+’ in following table:

Factor ‘+' | Factor '+' | Factor +
Strategy Leadership Individual skills

Mission Structure Systems

Culture Task requirements Management practices

3. How did the implementation of organizational changes take place? Which steps
were taken in the process of implementation of organizational change?

4. Did you meet resistance to change? How this resistance appeared? Please de-
scribeit.

5. What did your company do to overcome resistance to change?

6. How do you evaluate success of the implemented changesin your company on a
5 point scale (5 isthe highest mark and 1 the lowest).

7. Which were the most difficult issues during the implementation of changes?

8. What did you learn from implementation of these changes? What would you do
differently in the future?
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HOW APPLICABLE ARE WESTERN THEORIES ABOUT CHANGE IN
RUSSIA, ESTONIA AND CHINA?

ABSTRACT

This paper presents findings from aresearch project on organizational change pro-
grams in Russian, Estonian, and Chinese companies. The data were gathered via
survey questionnaires in each country from 2004 to 2007.

We used a framework of eleven “elements’ of organization that can be subject
to change. We discovered that resulted changes (content ex post) did not coincide
with plans (content ex ante) for all studied “elements’ of organization. We distin-
guished two groups of organizational elements: “uncontrollable” (those that were
not planned to change but changed) and “unmanageable’ (those that were planned
to change but did not follow the plans).

These results suggest that the applicability of a planned change approach de-
pends on the organizational elementstargeted by changeinterventionsand that change
content has to be incorporated into contingency models of change as one of the
primary organizational contingencies.

Key words. planned change model, contingency approach, Russia, Estonia, China,
content of change

INTRODUCTION

The business world is becoming increasingly global. For corporationsinvolved in
international trade and cross-border mergers and acquisitionsit meansthat they are
facing increasingly global employees, customers, suppliers, competitors and credi-
tors (House et al., 2004). Changes in macro environment cause changes in organi-
zations (Alas& Vadi, 2006). In order to implement changes successfully, managers
need to be familiar with theimpact of cultural influences on organizational changes.
Culture represents the culmination of a range of historical experiences that have
shaped an existing pattern (Forbes & Wield, 2002).

Both academics and company managers agree that a company’s capability to
change efficiently, following environmental changes or anticipating them, providesa
significant contribution to its successful development in thelong run. Following this
logic, contemporary management literature offers numerous recommendations for
managers on how to manage organizational change in the best way. Many of them
are based on the planned change model created decades ago (Lewin, 1951) and still
dominating the international practically-oriented management literature on change
(Kotter, 1995; Duck, 2001; etc.). However, a number of recent scholars have criti-
cizedit, and chalengeitsuniversa applicability (Marshak, 1993; Burnes, 1996; Hendry,
1996; Weick & Quinn, 1999; Andreeva, 2008).

Societal and cultural changes have been especially strong in so-called transition
countries. It meansthat the problem of managing changeishighly relevant in theses
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countries. Russia, Chinaand Estonia, which arein the focus of this paper, are thus
interesting countries from the point of view of change management. On the one
hand, the transition to market economy urged most organizations in these three
countriesto adapt to new environmental challenges. On the other hand, most of the
literature on change management that could help managers to cope with this com-
plex challenge is based on approaches developed by Western scholars with abias
towards Western companies, Moreover, the scope of their applicability inthetransi-
tion economies has been discussed (Chiabury, 2006) but not clearly determined.
Thisisespecialy truefor the planned change model; it iswidely cited in contempo-
rary management literaturein all three countries, and is used for the devel opment of
recommendationsfor managerswithout any referenceto thelimits of itsapplicabil -
ity inthelocal context.

Thisiswhy we believe that Russian, Estonian and Chinese companies can serve
as afertile ground for the study of applicability of the planned change model. We
start with an overview of the key assumptions of the planned change model and its
criticism followed by a description of change management in Russia, Estonia and
China, and the formulation of our research hypotheses. Then we present our re-
search strategy, including data collection methods and sample characteristics, re-
search findings and conclude the paper with discussion and implicationsfor further
research and practical management.

THEORETICAL BACKGROUND AND HYPOTHESES

Planning and controlling change in management literature.

Change management as a separate field of can be traced back to the early 1950s to
the planned change model or Lewin's (1951) model. Despite being among the first
onesinthefield, themodel hasretained its position. . The Lewinian understanding of
the organizational change process has dominated the organizational sciencesfor the
past few decades (Burnes, 1996; Hendry, 1996; Weick & Quinn, 1999) and still
remains the most widely cited strategy for implementing change, in business jour-
nals and magazines (e.g. Sevier, 2003).

The planned change model, rooted in Kurt Lewin’swork, involves athree-step
model for implementing change successfully: unfreezing, moving and refreezing
(Lewin, 1951). Later on thisidea became one of the cornerstones of the concept of
Organization Development (OD) (Blake & Mouton, 1969; French & Bell, 1995)
and waswidely applied in both theoretically and practice-oriented change manage-
ment literature (e.g. Lippitt et al., 1958; Cummings and Huse, 1989; Kotter, 1995;
Armenakis & Bedeian, 1999). In this tradition, the writings are based on the as-
sumptionthat “ ... an organization existsin different states at different timesand that
planned movement can occur from one state to another” (Cummings & Huse,
1989:51). In other words, it meansthat the company management or achange agent
possess enough power and influence to maketheir plansareality. Another assump-
tion concerning the role of change leaders in the change process comes from the
previous premise: change managers are seen as rational individuals capabl e of ana-
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lyzing and foreseeing future consequences of their decisions and developing thor-
ough plansfor the implementation of these decisions.

Other conceptual models of organizational change were developed later, for in-
stance, the organizational life cycle model (Greiner, 1972) and punctuated equilib-
rium model (Tushman et al., 1986). These models focused on macro-level issues
rather than the planned change model, trying to explain why organizations undergo
transformations. However, micro-, implementation-level recommendations of these
models are based on a similar assumption about the possibility to foresee and plan
changes, andto control for exact implementation of these plans. For example, Tushman
et al. (1986) offer two approaches for the implementation of revolutionary and
evolutionary changes; however, both of them till rely on the assumption of the
possibility of pre-planned action implementation

Despite remaining highly influential, the planned change model has been criti-
cized in academic literature since the 1980s. One of the key critiques against this
model concerns its assumption that organizations operate in stable conditions and
can move from one stable state to another in a pre-planned manner (Burnes, 1996;
Weick & Quinn, 1999). This view of organizational change as of a planned or at
least sufficiently predictable process, which is controlled to a great extent by the
company management, is claimed to fail in a contemporary fast-changing, chactic
world. The assumption about the crucial role of managers and change agents as
rational and powerful plannersisalso heavily challengedin light of the current view
of organizations as complex systems (Dooley & Van de Ven, 1999). Another cri-
tique of the planned change model concerns the shortage of substantial empirical
datato support its recommendations (Hendry, 1996), whichissurprising, taking into
account the model’s age and the number of its proponentsin professional literature.

Based on these criticisms, anew wave of publications on organizational change
has emerged over the past fifteen years, introducing anotion of incompl ete predict-
ability and controllability of change (Marshak, 1993; Van de Ven & Poole, 1995;
Weick 1998; Palmer & Dunford 2002; Huy & Mintzberg 2003). A number of new
concepts have been developed, like the emergent change model (Weick & Quinn
1999) and self-organization / chaos model (Thietart & Forgues 1995; Lichtenstein
2000). These models argue that managers’ capability to plan and control changeis
very restricted and thus call for completely different practices of change manage-
ment. Yet the number of empirical studieswithin thisstream isalso in short supply,
and probably thisiswhy it has been poorly reflected in practical books for manag-
ers. Thelatter still advocates assumptions of the planned change model (e.g. Duck
2001).

What concepts can managers thus rely upon when designing change manage-
ment programsin their organizations? The need for more empirical datathat could
inform their choiceisevident. However, we consider it pointlessto make an attempt
to prove empirically which of the models is ‘correct’. In fact, the organizational
change literature usually assumes that the approach to change management they
propose fits al organizations under all circumstances (Burnes 1996). We believe
that this universalistic focus of many change management scholars and practitio-
nersis one of the reasons for the frequently reported failures of change programs
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(e.g. Beer et al. 1990). Thus, we agree with contingency approach to change man-
agement claiming that the efficiency of certain change management practices de-
pends on the situation they are applied to (Stace & Dunphy 1991; Berger 1992;
Marshak 1993). That is why we suggest that instead of seeking to confirm the
planned change model, or reject it asirrelevant for modern organizations, itismore
productiveto discussthelimitsof itsapplicability.

A wide range of factors can be considered as potential contingencies that may
influence the applicability and efficiency of certain change management practices,
ranging from national cultureto company sector and industry and further, to organi-
zational culture, management style, etc. (e.g. Stace & Dunphy 1991; Marshak 1993;
Michailova 2000). In this paper, we will focus on country-specific issues.

Organizational change in transition countries

All organizationsunder certain circumstancesfacethe need for organizational change.
Thisisespecialy true, for organizationsthat are operating in afast and dramatically
changing environmen. That iswhy interest in organizational changein such environ-
ments, including transition economies, has been increasing during the past few years
(e.g., Michailova2000; Alas & Sharifi 2002; Uhlenbruck et al. 2003).

Transitional countries represent a fertile field for this kind of research. The
operating environmentsin Russiaand Estonia have been challenging companies by
their political and economic instability since the end of thel980s (Kets de Vries
2000; Aron 2002). Whilethe general poalitical and economic situation has stabilized
inthe 2000s, the recent years brought new challenges, such as, the intensification of
competition in many industries or accession to the WTO in Russia (Rutherford &
Tarr 2005) or entering the European Union in the case of Estonia (Alas, 2007).
Chinainitiated an experiment with private ownership and opened up to the outside
world in 1978 (Waldman, 2004). Several major developments have given specia
momentum to those changes: China entering the WTO, the opening the western
regions of China, building up an information network, transforming new manage-
ment systems nationwide, and encouraging innovations, investments, and entrepre-
neurship (Wang, 2003).

Thus, companies have been facing astrong need for internal changesin order to
adapt to external transformations (Khait et al. 1996; Growth Management 2001). In
the beginning, the burden of this task for Russian, Estonian and Chinese managers
was doubled by the fact that most of them were unfamiliar with such situation after
the stable period of planned economy. They had to gain knowledge and skills in
change management. What approaches to change management have they been
adopting?

Russian, Estonian and Chinese premises for organizational change

We suggest that someinitial insightsinto change management problemsfacing com-
panies and practices applied by managers can be provided by change management
literature currently available in these countries. On the one hand, thisliterature has
served asakey initial source of knowledge on organizational change for managers,
being the most accessible knowledge tool for leaders of organizations of different
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regions, sizes and financial states. On the other hand, it reflects the most common
and topical problems and attitudes to change management in companies of these
three countries.

In the beginning of the 1990s, due to international economic crisis in Russia,
most change-related discussion was focused on issues of anti-crisis management
and restructuring, or in other words on the question “what needs to be changed?’
(content of change). Such debates focused more around macro-economic or finan-
cial management issues, thus being quite far from the common stream of change
management topic, asit isusually understood. At that time, change implementation
(change process) issues were moved to the background. The interest towards the
managerial aspect of organizational change and itsimplementation arose not until at
the end of the 1990s. We seethat thisriseislinked to the Russian economic crisisin
August 1998, which forced many companiesto implement dramatic organi zational
transformations. At that time, practitioner-oriented business magazinesincreasingly
started to publish articles on change management; a few international books on
managing change in organizations (e.g. Gouillart & Kelly 1995; Duck 2001) were
tranglated into Russian and published in 2000 and 2002, ,and training programs on
the subject started to appear in the curricula of business schools and management
training companies. The organizational change has become one of the “a-la mode”
topicsin the Russian business.

The planned change model dominates the wave of change management discus-
sion in Russiatoday. It iswidely promoted as the best way to implement changein
organizations, with Kurt. Lewin (Lewin 1951) and John K otter (Kotter 1995) being
among the mostly cited proponents. In fact, theissue of planning in management in
general has been very topical during the past decadein Russia. Some authorsclaim
that the Russian managers did not exercise enough or proper planning, or focused
only on short-term planning (e.g. Khait et al. 1996; Growth Management 2001).
Thiswasexplained either by managers’ feeling of ‘ helplessness and their desirefor
somebody el se to make important decisions — attitudes learned during the times of
planned economy (K ets de Vries 2000), or by the harsh and turbulent environment
of the 1990s that forced the Russian managers to concentrate exclusively on short-
term survival. It made planning seem totally irrelevant, as things changed too fast
(Khait et al. 1996). Thus, alot of publicationson management issuesin Russiahave
been calling for theimplementation of planning proceduresin all company activities.
The planned change model approach fits very well into thistrend.

Despite the current abundance of Russian publications on change management,
we argue that most of them are subject to several important limitations. First of al,
many of them present a limited number of ideas that are borrowed from interna-
tional publicationswithout adiscussion on their applicability in Russian businessand
political environment or any adaptation to it. For example, related to the most dis-
cussed topic:, employee resistance to change (one of the key issueswithin planned
change approach), we found out that it was covered in over 30 per cent of publica-
tions on organizational change in major Russian management and business maga-
zines between 1992 and 2004. Despite their large number, most of these writings
repeated the same idea that the key problem in change implementation was the
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company’s personnel that always resisted change, however, without offering prac-
tical solutions, or in some cases proposing very generic ones.

Secondly, this wave of discussion focuses heavily on change implementation
issues, paying little attention to the interconnection between change content and
change process. Recommendations for managers typically assume that a proposed
change implementation approach could be applied in any type of organizational
change. Thismay be one of the consequences of amore generic problemwe saw in
these publications: the mgjority of them promote universalistic approach to change
(infact, following the worl d-wide trend mentioned above), insisting that the model of
organizational change they propose fits all Russian organizations irrespective of
their contingencies. The last but not the least criticism concerning current Russian
publications on change management isthe lack of Russian empirical datato support
their ideas. Only afew domestic studies on the problem have been published so far
(Andreeva 2001; Burmistrov 2003; Shirokova 2003). The few empirical studies,
mainly case studies, on change management in Russian companies are published by
international researchers (e.g., Michailova 2000) thus not offering empirically-
grounded devel opment recommendations for Russian managers.

Estonia was 50 years part of the Soviet Union. From 1919 to 1940 Estonia
was an independent state with democracy and free market economy. During this
period the Western values in terms of awork ethics, individualism and free enter-
prising were adopted in institutionsin the field of economy and education (Barnowe
eta., 1992: 180). The Soviet occupationin 1940 wasfollowed by arestructuring of
institutions according to the principles of the occupant country (Taagepera, 1993:
65). In a command economy the ingtitutional structure of the Estonian economy,
within the logic of the communist world, was characterized by highly centralized,
autocratic elements such as strong price regulation, central control of domestic and
foreign trade and enterprise targets that were poorly related to actual demand.

Political, economic and other forms of institutional power derive from the same
source and operate unidirectionally enabling strong control and a concentration of
information. Due to the fact that during the Soviet period the state was responsible
for guaranteeing work for everyone, the enterpriseswereinternally overstaffed and
passive, the work places were over-secured, and the attitudes to work were far
fromideal (Liuhto, 1999: 16).

During the second half of the 1980s the Estonian enterpriseswere gradually given
moreautonomy in the Soviet Union. It becamelegal to devel op small state enterprises,
and even international joint ventures, which operated outside the central planning and
could be owned by private citizens (Venesaar & Vitsur, 1995). It was the first oppor-
tunity to create economic incentives. In 1987 Estoniawas at the forefront of reforms
inthe Soviet Union. Thefirst books about change management were written by Esto-
nian author Elenurm (1986 and 1989). These books promoted the planned change
model based on the popular Western theories. In the spring of 1988 over 600 co-
operatives were founded in Estonia representing the highest concentration of such
enterprisesinthe Soviet Union (Palm, 1989). In 1990 animportant change occurredin
the strategic aim of the reformsin Estonia: economic autonomy was replaced by the
status of an independent state and the restoration of amarket economy (Taaler, 1995).
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Independence was achieved in 1991. After that the Estonian economy was de-
veloped according to Freedman’s concept of liberal market economy (Laar 1994).
Estonian transition from centrally planned economy to free market economy has
been considered as one of most successful (Leimann et al., 2003).

Two more books about change management based on Western theories and
Estonian experience were written by Estonian authors Alas and Praman-Salu (Alas
2002; Alas & Praman-Salu 2005). There are also two studies about the implemen-
tation of organizational changesin Estonian companies based on western theories
(Alas 2004a; Alas 2004b; Alas 2007). Asin Russia, also in Estonia Lewin (1951)
and Kotter (1995) are mostly cited authors.

The Chinese economy, previously a relatively closed system is on a reform
path toward an open, market-driven system. After the war and revolution China
experienced thirty years of recovery period from 1949 to 1978 (Qin, 2005). In 1978
an ambitious reform program was launched in China. Rural economy was de-col-
lectivized, private and semi-private enterprises mushroomed, and the state sector
steadily shrank (Zhang, 2004). Reform has been accompanied by decentralization
of economic control. Therigid monopoly of the government over foreign trade and
the policy of autarky were abandoned (Foy, & Maddison 1999), individual achieve-
ment, materialism, economic efficiency, and entrepreneurship were encouraged (Tian
1998).

The economic reforms Deng Xiaoping started in 1978 have increasingly intro-
duced market forces into the socialist system. China's emerging “network capital-
ism” representsaunique blend of Western market capitalism and collectivist values
(Boisot & Child 1996).

China has also experienced tremendous economic growth as a result of post-
1978 economic and social reforms (Yao 2006). Currently economic reformsin China
have come to a stage of reforming and reconstructing its enterprises (Wei 2003).
Thisis akey step towards the final success of the entire economic reform process,
which has been made clear by the Chinese leadership (Wei 2003). The dominance
of state enterprise is one of the major distinguishing features of Chinese economy
during the period between 1952 and 1975 (Bian 2005). Even today, under the con-
text of entry into WTO, thereform of unprofitable state-owned enterpriseisstill one
of the keysto the fate of China s economic reform in the twenty-first century (Bian
2005). All these provideanational, cultural and institutional context of understanding
the organizational changesin China.

Most of the change managment publications in China are based on Western
literature as well. There are a lot of Chinese publications about change manage-
ment, similar to Western ones. For example Alas and Sun (2007) made attempt to
analyze changesin Chinese companies by applying resource based view. However,
in fact they are both influenced by Western literature and by its own culture - which
is dominated by confucian thinking or some other religious thought, e.g. Buddism
and Taoism (Marshak 1993).

To conclude, the publications appear to be similar to those from western world,
however, in nature, theimplementation ismainly influenced by our culture. So there
are great limitations of literature about change management in China. Although
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Chinaisone of the fastest devel oping countriesin theworld, with an 8-10 per cent
annual growth rate averaged over two decades (Hampden-Turner & Trompenaars
2002), and has become the second largest economy in the world when measured in
terms of purchasing power parity and gross domestic product (Alon 2003), sustain-
ing thisgrowth is putting Chinawithquiteachallenge(Fulin2000).

Resear ch goals and hypotheses

Theaboveillustration of historical and economic development in Russia, Chinaand
Estonia raises an important question: Do Western change management practices
apply to the Russian, Chinese and Estonian context? Or, more specifically, can the
planned change approach work in transition companies? Thelatter formulaismore
focused, and aswe believeitishighly relevant, taking into account the popularity of
thisconcept in Russian, Estonian and Chinese business press. While someresearch
has been done on the applicability of Western management practicesin these coun-
triesin general (Ardichvili et al. 1998; Elenkov 1998; Fey and Denison 2003; May
et al. 2005; Alas and Vadi 2006; Sun and Alas 2007a), only afew of them discuss
the application of change management practices (Andreeva, 2008; Alas 2007;
Michailova, 2000; Sun and Alas 2007b). Interestingly, Michailova discovered that
the Western managers had problems with executing change plans in Russian com-
panies due to reasons ranging from cultural differences to unpredictable environ-
ment. While the cultural problems are specific to the cases of cross-cultural col-
laboration, the political and businessenvironment issuesarevalid for any organiza-
tion and manager operating in transition countries. These findings are highly rel-
evant to our discussion on the applicability of planned change model in Russia,
Estonia and China and support the call for empirical research on thisissue.

Our goa wasto explorewhether the underlying assumption of the planned change
approach — the idea that organizational change can be planned and controlled for
execution of plans- worked in Russian, Estonian and Chinese companies. Based on
prior literature review, we have formulated the following hypotheses:

Hypothesis 1. A certain part of organizational change does not follow change
agents' plans. The degree of uncontrollability varies depending on the par-
ticular content of change.

Evenif thishypothesiswould be accepted, it would not be enough for the evalua
tion of aplanned change model applicability, asone can arguethat despite thefact that
not everything happens according to plans, planned changeinterventionsincreasethe
efficiency of change management programs. That is why we were interested in in-
vestigating whether the companieswith different degrees of change plans execution
differ in termsof change management efficiency. Taking into account the above criti-
cism of the planned change model, we hypothesized thefollowing:

Hypothesis 2. The degree of change plans’ execution does not influence
the efficiency of change management programs.
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RESEARCH STRATEGY

We explored these hypotheses in the research project covering a wide range of
guestions on change management in Russian, Estonian and Chinese companies dur-
ing 2004 - 2007. In this section we will introduce the research methodol ogy relevant
to the above hypotheses.

Research parameters. To study change content, i.e. to explore what organiza-
tional e ementsthe change program wasfocused on, we compiled alist of key organi-
zational elements, based on the literature analysis (Greiner 1972; Hannan and Free-
man 1984; Tushman et al. 1986; Burke and Litwin 1992; Romanelli and Tushman
1994). Thelist included the following 11 elements (conventional codes for each ele-
ment used in the article for the sake of brevity of presentation are given in brackets):
corporate mission, ideology (al)
business strategy (a2)
organizational structure (a3)
distribution of power and authority in the company (a4)
organizational culture, key values(ab)
management system as a whole (ab)
key personnel inthe organization (a7)
qualitative structure of the staff (skills, knowledge, etc.) (a8)
production technol ogy (29)
operational rules and procedures (al10)
functional systems (i.e. production, sales and marketing, finance, human
resources management systems) (all)

Following our hypotheses, we looked to identify what organizational elements
managers most often planned to change, aswell aswhat changes actually happened
as aresult of the implementation of these plans. For this purpose, we used Palmer
and Dunford’'s (2002) classification of changeresultsinto ‘ planned’, * partly planned’
and ‘unplanned’ . Combining it with two additional optionsfor plans (an element was
‘planned to change’ or ‘ not planned to change’), we ended up with six-dimensional
categorization of the correspondence between change plans and results (an element
was ‘planned to change — changed as planned’, ‘planned to change — changed
partly as planned’, etc.). To measure the degree of a change plans’ execution, we
calculated the share of organizational elementsthat changed in accordance with the
plansamong all organizational elementsunder evaluation. For this purpose, we con-
sidered two of the above six categories (an element was ‘planned to change —
changed as planned’ and ‘not planned to change — did not change’) as exact plan
execution, and the other four - as deviations from plans.

To measure the efficiency of change, we used a multifactor qualitative expert
evaluation model. The efficiency of change was measured by two factors; the degree
to which the goals of change program had been achieved, and the ratio between
expenditurefor changeimplementation program and the benefits gained fromiit.

Research procedures. We developed a questionnaire for gathering data on
our hypotheses. It primarily involved closed multiple choice questions and covered
issues on change content (plans and results), change implementation process, and
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change program efficiency, aswell as company and situational characteristics. The
questionnaire was pil ot-tested with a number of experts. The follow-up interviews
with these expertsindicated that the multiple choice questionsincluded all potential
options and suggested some minor improvementsin questions’ wordings and format
to ensure that they will be properly understood. The questionnaire was in Russian
language (Andreeva, 2008), ant it was translated to Estonian and Chinese. An ex-
ample of the questions from the questionnaire is presented in Appendix 1.

The sample. There were 59 companies from Russia, 71 from Estonia and 55
from China in the sample. from the companies represented various branches of
activity. In Estoniaand Russia different regionswere covered, in Chinasurvey was
done in North-West part.

Russian respondents were management consultants. We chose this ‘indirect’
group of respondents, aswe found out that potential direct experts (company lead-
ersand/or change agents) were reluctant to disclose information on organizational
change programs due to its confidential nature. The informantswere asked a series
of questionsdesigned to elicit adescription of the change programinacompany in
which they had witnessed changes and about which they had sufficient knowledge,
keeping the companies names and spheres of activities anonymous. Companies
with Russian capital (76%) and Russian management (98%) dominate our sample.
The companies in the sample vary greatly in their size, the three largest groups
being companies employing 100 to 500 people (36%0), 30 to 100 people (22%) and
1,000 to 5,000 peopl e (18%). Companiesfounded after perestroikamakesup 61 per
cent of the sample, and companies of 6 to 10 years old and over 20 years represent
thelargest age distribution groups.

In China questionnaireswere sent to randomly sel ected companiesin Guangzhou,
Shenyang and Nanjing in February 2007. From 73 companies 55 responded. 4% of
the respondents were external consultants, 24% internal consultants. The rest of
the respondents were managers. 86% of the companies are domestic private com-
panies. An equal percentage of the companies (20%) have less than 30 employees
and 100-500 employees. 16% of companies have 30 to 100 people. 10% of compa-
nies are quite young with only lessthan 3 years' history. 22% have been set up for
3-5 years. 36% of the companies have history of 6-10 years.

In Estonia 100 companies were selected randomly from the Balance Base of
Companies at the Ministry of Justice Centre of Registers. In autumn 2007 Estonian
Business School students were sent to companies with questionnaires. From se-
lected companies 71 agreed to answer. Companies with Estonian capital (63%) and
Estonian management (72%) dominate in sample. The 39% of the companies em-
ployed less than 30 employees, 28% from 30 to 100 people and 13% from 100 to
500 people. Companies founded after 1991 make up 76% of the sample.
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RESEARCH FINDINGS

It isinteresting to have alook which organizational elements managersfrom differ-
ent countries were most concerned to change.

Figure 1.
Organizational elements which managers planned to change in Russian,
Estonian and Chinese organizations

Contents of change plans: 3 countries’ comparison
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From Figure 1 one can see that the Russian managers were most often concerned
with changing functional systems(all), followed by organizational structure, busi-
ness strategy and management system as awhole (a3, a2 and a6 respectively). The
Chinese managers were most concerned with changing business strategy, distribu-
tion of power and authority, and management system as awhole (a2, a4, a6). The
Estonian managers were most concerned with changing functional systems (all),
followed by organizational structure and qualitative structure of staff (a3 and a3
respectively).

As compared across countries, the data show that for the majority of the ele-
ments they were most frequently planned to be changed by Russian managers, and
less frequently by Estonian managers. A few exceptions are distribution of power
and authority (a4) that interested Chinese managers more than their Russian and
Estonian colleagues, and qualitative structure of staff (a8), about which the Esto-
nian managers were concerned more than others.

Figure 2 shows, how often actual changes happened in various organizational
elements. The clear trend is that when considering all organizational elements the
Chinese subsample involved most changes..
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Figure 2.
Organizational elements which actually changed in Russian, Estonian and Chinese
organizations.
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However, it isimportant not just to see how often some element actually changed,
but to see how this datarelate to original plans. Figure 3illustratesit..

From Figure 3 one can see that the real change outcomes diverged from plans less
in Russian companies (though they still diverged alot). It isinteresting to see that
whilefor Russian companiesfirst 3 elements- corporate mission, business strategy
and organizational structure - changed just abit too often than planned, it is not the
case for Chinese and Estonian samples especially concerning corporate mission.
The Figure 3 showsthat in Estonian companies organizational culture (ab) and tech-
nology (a10) changed more than 4 times more frequently than planned, while mis-
sion, distribution of power, key personnel and operational rulesand procedures (al,
a4, a7, a9 respectively) lag just abit behind, having changed morethan 3 timesmore
frequently than planned. For the Chinese sample the same high level reaches mis-
sion, organizational culture, key personnel, qualitative structure of the staff, technol-
ogy and operational rules and procedures (al, a5, a7, a8, a9 and al0).

Despite providing someinteresting insights, the comparison presented in the above
figures evaluates all the companiestogether, without taking into account each indi-
vidual company’s dynamics. That is why we carried out a more detailed analysis,
incorporating the dynamics of change plans and results of each company studied.
Thisispresentedin Figure 4. Of the six degrees of correspondence between planned
and actual change, the first two from the left on Figure 4 demonstrate a complete
match of planned and resulted change (‘ not planned to change — not changed’ or
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Figure 3.
Comparison between planned and actual changes in Russian, Estonian and Chinese
organizations (degree of plan execution)
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‘planned to change - changed exactly as planned’). Everything further to the right
represents a degree of divergence (for better visualization we have used darker
colorsfor thisgroup in Figure 4).

Now let usexplorein detail different options of deviationsfrom plans. We consider
category 3 (‘ changed partly asplanned’) asa‘light’ degree of discrepancy and thus
of less interest for our research purposes. Cases from category 6 (‘planned to
change — changed totally not as planned’) were very rarein our sample, so we omit
them from further discussion and focus on categories 4 (‘ planned to change — did
not change’) and 5 (* not planned to change - but changed’).

Elements, which were planned to change, but did not change were functional
systems (i.e. production, sales and marketing, finance, human resources manage-
ment systems) (all) in al countries, and in Russia and China also management
system as a whole (a6), organizational structure (a3) and corporate mission and
ideology (al)... This means that these elements did not change, despite receiving
managers attention from the very beginning of the changeintervention, or, in other
words, despite managers' intentions. This might have happened either because pri-
orities and goals had changed, (which was the case only infrequently according to
our analysis) or, what is more upsetting for change agents, because the efforts they
made failed to bring about the desired results. Thisiswhy we labeled this group of
organizational elementsas‘ unmanageable’.
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Figure 4.
Correspondence between planned and actual changes in Russian,
Estonian and Chinan organizations
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O (6) planned to change - changed totally not as planned

Theforemost organizational elements, which were not initially meant to change
but have changed ‘on their own’ (category 5, in black) are operationa rules and
procedures (al0, almost 60% of cases), key personnel (a7, also amost 60%) and
qualitative properties of staff (skills, knowledge, etc.) (a8, more than 40%). Corpo-
rate mission and ideology (al) and organizational culture (a5) come next. An ex-
amplefrom this category might be: sometime after having initiated certain changes
and counting on certain results, a company’s management discovers that several
key employees have decided to quit, or begun to resist changes so much that he/she
him/herself has no choice but to discharge them, despite the fact that the successful
outcome of theinitiated change program depends on these employees. We labelled
thisgroup of organizational elements‘ uncontrollable’ . We suggest that it represents
the greatest potential ‘danger’ for change agents among the potential types of de-
viationsfrom plans, asit includes elements compl etely beyond their attention.

All thesefindings support our hypothesis 1 by demonstrating that organizational
change programs, at least within our sample, are often not predisposed to planning
and control.
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Change plans execution and change efficiency.
For sound eval uation of the above conclusion, it isnecessary to understand whether
the degree to which change plans were executed influenced somehow the effi-
ciency of change programs. Within our data, we have not discovered any correla-
tions between the degree of change plans’ execution and the two parameters that
we used to evaluate change program efficiency: thelevel of achievement of change
program goals, and cost/benefitsratio. Hence, the hypothesis 2 isalso supported by
our results.

Furthermore, we found that in cases where organizational culture had changed
as aresult of change program implementation, the change efficiency received a
higher assessment along both parameters, than in the programs where no changein
organizational culture was witnessed. In our opinion, this can be explained by the
fact that organizational cultureisa'‘linking’ organizational element, which changing
synchronously with other organizational elements, ensuresgood effort coordination
and therefore improves results.

DISCUSSION AND IMPLICATIONS

Through changesin the macro environment, the challenge has been to internalize a
new type of organizational behavior in order to operate successfully under unfamil-
iar conditions. Therefore, the focus of the change process has shifted from product
innovation and technological change to behavioral aspects of change and to atti-
tudes about change (Bergquist, 1993). The organizations' ability to adapt to change
depends on individual employees and how they react to changes, since organiza-
tiona change has been considered as an individual-level phenomenon, because it
occurs only when the majority of individuals change their behavior or attitudes
(Whelan-Berry et al., 2003).

Research on managing organizational change has been mostly donein well es-
tablished capitalist countries. There are only afew studies done in Eastern Europe
and other countries in rapid change process.

The success of change depends on several factors, i.e., planning, scope of change,
etc.; however, the critical resource in change management is human factor: people
who plan the changes and people who should implement the changes, and also
people affected by changes. Employee attitudes are shaped by their previous expe-
riences, their historical experience. Also cultural accounts have an impact on the
ways how changes are planned and on employee reactions to changes.

Explanations of and implications for change management in Russia, Estonia
and China.

Our research data has shown that the results of organizational change programs
deviate from theinitial plans of change agents very often, with some of the organi-
zational elements targeted to change being frequently ‘ uncontrollable’ . Moreover,
we discovered that whether the change program plans were achieved, or not, does
not matter for change program efficiency. Thus, our results suggest that one of the
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underlying assumptions of the planned change model may beinvalid for the compa-
nieswe studied. What factors may serve as potential explanations of such situation
with change management in companies of countriesin transition? If there are any
specific economic, cultural or other factors that can explain our findings?

One explanation is related to the unstable and unpredictable environment com-
paniesare operating in transition countries. In such situation, amanager’s capability
toformulaterealistic plansand control for their exact execution might belimited by
external forces. Another reason might be linked to the very low level of change
management skills among managers, due to the lack of special education or experi-
ence in change management during long stagnation period before changes started.
Yet our experts' evaluations of the efficiency of the change programs they de-
scribed, and of the adequateness of decisions made by managers do not refer to
such an interpretation.

Can our results be explained by the specifics culture? We suggest that among
House's cultural dimensions (House et al. 2004; Alas 2006); it isuncertainty avoid-
ancethat influences problems of planning and control. Russiais‘low’ inuncertainty
avoidance practices and China and Estonia are close to the Globe average. At the
sametime peoplein Chinaand Russiawish to have much more rules and regul ators
than the Globe average. Instead, the Estonians are interested in fewer rulesthan the
Globe average and two other countries. From this standpoint, the interpretation of
our findingsis somewhat ambiguous. On the one hand, the desire for higher uncer-
tainty avoidance might mean that Russian change agents are more focused on plan-
ning as it reduces uncertainty. So one can say that change plans and results are so
discrepant in our sample, not due to the low level of plans execution but rather due
to superfluous planning that istoo ambitious to be realistic. On the other hand, one
can expect that in aiming to decrease uncertainty, the Russian managers strive to
control the execution of their plans, and thus will not allow significant deviations
from change plans. The Estonians have made so many organizational changes (Alas
2004) that they are more used to live in acontinuous change. Although they just do
not plan so carefully, the changes they plan are implemented and let more actual
changes happen than they plan.

Turning to the situation with planning and controlling changein particul ar organi-
zational elements, we have witnessed that ‘soft’, human-factor related organiza-
tional elementshappen to betheleast * controllable’ in companiesduring transition.
One of the explanations for this can be derived from our findings; as they demon-
strate that managers do not pay sufficient attention to such organizational elements
in the change planning phase. For example, our findings suggest that the managers
tend to underestimate organi zational culture asan essential element of organization
and its closeinterdependence with other organizational elements. Soitisnot surpris-
ing that it is the transformation of these elements that takes further a course of
changes unforeseen for change agents. The next question arises. why these * soft’
issuesare of so littleinterest to managers? Some authors claim that the environmen-
tal pressures force managers to focus on the short-term tangible results (Fey et al.
1999). Prabably itisfor thisreason human-related issuesfall out of their managerial
priorities, as outcomes of such efforts are less evident and more distant in time.
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Another explanation of ‘uncontrollability’ of ‘soft’ change issues might liein their
own nature: it isvery hard to guarantee precise results when one deal s with people.

We also found that functional systems, organizational structure and strategy hap-
pen to be ‘unmanageable’ for managers, though from the first glance on our list of
organizational elementsthey seem to beamong the most easily administered by com-
pany managers. We suggest that this result is consistent with our findings on
“uncontrollability’ of ‘soft’ organizational issues. Neglecting the complex nature of
organizationswhere al elements are closely interrelated by underestimating the im-
portance of human-related issues within the change program may lead to failuresin
exerting managerial power, even in the most ‘technical’ aspects of change efforts.

Our findings allow formulate a number of recommendations for change agents
operating in companies of transition countries. We suggest that these managers
need to acknowledge the limitations of a planned change model and alow for a
more flexible and emergent approach. This remark might also be important for
those who are in a position to evaluate the results of change programs (e.g., for
company owners), as it means that the exact change plan execution should not be
used as a criterion for assessment of change agent’swork, or, at least it should not
bethe only one. On the other hand, we suggest that more planning, or in other words
consideration should be given to ‘ soft’ organizational elements during all stages of
changeintervention.

Implications for international change management theory and practice
Are the above findings country-specific? We believe that with certain limitations
they can be applied to a wider context. Environmental turbulence is not the sole
privilege of Russia and other transition economies; it is recognized as one of key
challenges for many organizations world-wide. Moreover, our research involved
mostly ‘internal’ organizational el ementsthat arein short-term less sensitiveto envi-
ronmental jolts. Thusenvironmental instability can not serve as Russia-specific ex-
planation for thelow level of changeplans execution in our data. We demonstrated
above that the lack of change management skills and cultural factors also cannot
fully account for our results.

Thus we suggest that our findings can be treated as support for the idea of
limited controllability of organizational change processes and, consequently, chal-
lenging the validity of the planned change model. On awider conceptual level, our
findings can be seen as refuting, to a large extent, the validity of a deterministic
approach to the organization and control-based understanding of management, and
backing recent ideas on improvisational and emergent approach to change manage-
ment (see e.g., Weick 1998; Weick and Quinn 1999; Palmer and Dunford 2002).

Nevertheless, we are far from claiming that the planned change approach is
completely irrelevant in the modern world, or that planning is an obsol ete function
among change management activities. We rather suggest that managers and other
change agents should not be over focused on change planning activities, as many
issues emerge in unplanned way during change implementation process.

Further, based on our findings, we proposethat the applicability of planned change
approach depends on organi zational elements at which change effortsare aimed at.
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Our research demonstrated that some organizational €lements are more susceptible
to planned change interventions than others. In practice level this meansthat man-
agers may apply either planned change model or other approaches, for example, an
emergent change model (Weick and Quinn 1999), depending on the change content
they are targeting at.

We believe that these findings are especialy interesting in the light of two prob-
lematic issues in contemporary change management literature. First, the current
organizational changeliteratureisvery much focused on the changeimplementation
process (M cGuinness and Morgan 2003). Though implementation isimportant, we
agree with Barnett and Carroll (1995) that such focus on the process of change
(“how to change something?) and the lack of attention to related content of change
(‘what needs to change?) prevent a deep understanding of the complex phenom-
enon of organizational change, and, respectively, from the development of valid
recommendations for managers. Our research provides vivid evidence that the
change content matters and thus contributes to the call for a more balanced ap-
proach to change management research and practice.

Second, as we mentioned above, organizational change literature suffers from
the prescriptive tone in its recommendations, saying that this or that model is the
best one, and has broad applicability to various situations, etc. (Burnes 1996). More
sophisticated choice/contingency approaches (Stace and Dunphy 1991; Marshak
1993; Burnes 1997) have not gained much popularity yet, probably dueto thelack of
the empirical evidence. Our findings contributeto filling this gap by demonstrating
that change content issues (the question “what needs to be changed?’) have to be
considered as one of the factors that influence informed choices of change imple-
mentation methods. Thus they support the contingency approach to change man-
agement. Moreover, we suggest that change content has to be incorporated into
contingency models of change as one of the main organizational contingencies.

Yet our research should be considered only asafirst empirical step towardsdefin-
ing limits of applicability of the planned change model and the devel opment of more
sophisticated contingency approach. Taking into account our sample sizelimitations,
the data gathered do not yet alow us to arrive at an unambiguous conclusion as to
what organizational elements are the most ‘controllable’ or ‘uncontrollable’. More-
over, we suppose that those organizational elementsthat are more or less susceptible
to planned changeinterventions may differ depending on cultural and other contexts.
Thusfuture research based on bigger samples of companiesand involving companies
operatingin different contexts (e.g. in different countries or industries) may contribute
to amore comprehensive understanding of the planned change model limitationsand,
consequently, lead to moreinformed and efficient change management practices, both
in Russia, Estoniaand Chinaand aso in other countries.
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APPENDIX 1.

Samples of questions from our research questionnaire
El. Please, indicate what changes have happened as a result of change program
implementation and eval uate the degree of their ‘intentionality’:

Was it intended? Intended Partially | Not
What was changed in fact? fram the intended | intended
very
heginning

corporate mission, ideology

business strategy

organizational structure

distribution of power and authority in the

company

organizational culture, key values

management system as a whole

key personnel in the organization

qualitative structure of the staff (skills,

knowledge, ete.)

production technology

operational rules and procedures

functional systems (like production,
sales and marketing, finance, human

resources management systems)

Other (please, indicate what
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E3. How could you evaluate the results of implemented change?

a) From the point of view of the achievement of goals, set for the

change program by the company |leader?

Goals are not

achieved at all

0%

20%

40%

60%

80%

100

%

Goals are fully |

achieved
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V. CONCLUSIONS

The eight research tasks set for this research were completed on the basis of sev-
eral surveysthrough six studies. Thefirst research task was achieved mainly through
Study |. The problems coonected with human resource management were identi-
fied. The biggest problem was that human resource managers and personnel were
not sufficiently involved in the changeimplementation in Chinese companies. They
didn’t play apositiverolein motivating and empowering employeesto participatein
change and assisting change managersin change implementation. The employees
inner emotional needs were neglected. Based on the findings, the author gave sug-
gestions on how to improve HR staff’s performance to facilitate the change pro-
cess. Through Study Il the second research task was achieved and the differ-
ences of values held by age groups with different socio-demographic characteris-
tics were identified. The third research task was completed and the types of
changes in Chinese companies were clearly described in Study Il1. The fourth
research task was achieved on the basis of results from three questionnaires about
organisational culture, organisational learning and employees’ attitudestoward change
in Study V. The specific characterisitcs in organisational culture, organisational
learning in Chinese organizations were found out and the connections between the
three factors in readiness to change was also identified. The fifth research task
was also accomplished - the actual circumstances of change implementation in
Chinawere revealed and a process model was proposed in Study V. The sixth and
seventh research task were achieved through study VII and VIII. In Study VII the
similarities and differencesin the features of change implementation in China and
Estonia were identified. The biggest similarity was that the biggest resistance to
changein both countrieswasin theinertiain thinking and the fear of unknown. The
resistance behaviours were found to be different in Study VII. In Study VIIII the
applicability of western planned change approach in transition countries was ex-
plored and the uncontrollability of some elements of change isfound out.

Corresponding with each research task, one proposition (two for research task 6)
was formed as shown in Table 4 (see 2.3.) The author makes discussions and
conclusions about the eight propositionsin the following sub-section, which, in fact,
meanwhile presents the main findings of each research task in the dissertation.

4.1. Discussion of the Research Propositions

Chinaexperienced transition from centrally planned economy to free market economy
in the last three decades, which brought about changes in peopl€’s thinking style.
However, the previous ideological system and change management practice pre-
vailing for along timestill have deep influences on values. Meanwhilethe socialism
regimeisalso another factor which determinesthe specific characteristics of change
implementaton in China compared with the capitalist societies. The results of the
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surveys conducted in this research revealed that there are indeed specific features
in change implementation in Chinese organizations.

P1: In the process of change implementation in Chinese organizations one main
characteristicisahigh level of centralized authority and alow level of employees
involvement and empowerment (study I, I11, V).

According to the results of the research, thefirst proposition was supported. The
process of implementing change is characterized by bureaucratic regulationsin Chi-
nese companies. Commonly, change was impel ementated from top to down. Only a
very small proportion of the changes were initiated from low-level employees. The
employees’ opinions were not much valued. In the process of implementing change,
although communication and education were uesed, coercion and manipulation was
used too much in the change process and thus, theintrinsic values and emotions of the
employeeswere neglected. The employeeswere not motivated to particiapteinto the
change process. So they showed indiffernce to change or chose to accept the change
passively. What most of employees decided to do was to follow the command from
the top managment and did what they were asked to do.

P2: In China there are differences in work-related values between different age
groups, i.e. older age group with work experience from the pre-reform period — pre-
1978 Chinaand younger age group who started their work life in asociety that had
aready changed and become open to foreign investments (study 11).

The second proposition of thisresearch was also supported. Thefollowing table
illustrates the differences between these two groups ( Table 5).

Table 6. Comparison of values held by different age groups

Ranking of values during stable Ranking of values during social
institutions — Younger Chingse group transience - Older Chinese group
1. Leadership ideological values 1. Speciality-related values
2. Organisational-legal values 2. Cultural values
3. Social values 3. Organisational-legal values
4. Ethical values 4. Leadership ideological values
5. Personal values 5. Business ideological values
6. Cultural values 6. Social values
7. Business ideological values 7. Personal values
8. Speciality-related values 8. Ethical values
9. Values related to the mode of life 9. Values related to the mode of life

The biggest difference lies on the speciality-related values, which was considered
the most important value by older group but almost the least important by younger
agegroup. Thetwo age groups sharethe biggest similaritiesin valuesrelated to the
mode of life, which were regarded much less significant compared to other value
groups.
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Theresultsa soillustrated that the val ue estimates of the younger Chinese group
are more similar to values during a period of stable institutions and values of the
older age group are more similar to values during social transience. The older Chi-
nese group lived through the transition from a centrally planned closed economy to
the more open economy with foreign capital and joint ventures, which started in
1978. However, when the younger Chinese group, who were born after 1970s,
started to work, the society has entered a stable stage since the most drastic trans-
formation were almost fulfilled.

P3: During social transience the deepest changes in terms of scope - transforma-
tional changestook place in Chinese organizations ( study I11).

The third proposition of this research was as well supported according to the
resultsin study I11. Chinese organizations have been in a continuous change process
and a large proportion of the changes were transformational, which were much
deeper and more profound than transitional and development changes in terms of
scope. And almost two thirds of the changes could be considered re-creation —the
deepest strategic change in terms of scope compared to reorientation, adaptation
and tuning.

Toputitinmoredetails: Intermsof industry sectors, more changestook placein
the production sector than other sectors; In terms of the size of the organizations,
moredrastic changestook placein the larger organizationsthan the smaller ones; In
terms of age, younger companieswere still asactiveinimplementing change asthe
older companies established in pre-reform stage.

P4: In China organizational learning and organzational culture have specific fea-
tures, which are different from those in western countries. ( study 1V)

The author found the fourth proposition of this research was supported. There
were specific characteristicsin organizational learning and organizational culturein
China, compared to other countries. There are differences in China in evaluating
organizational culture compared to countries in Europe (Alas and Vadi 2004). Al-
though there is one similarity between China and other western countries, that is,
task orientation and relationship orientation of organizational culture are positively
connected with learning environment in Chinese organi zation, with employees goal
commitment and satisfaction with position, abig differncewasfound - in Chinathe
third factor was found, called disinclination, which indicates behaviours and atti-
tudes which cannot be tolerated by Chinese employees, with which they disagree.
Two significant Chinese components of |earning organi zation are not acceptablefor
Chinese employees: they are afraid of making mistakes and they do not like to
reduce status symbol to the minimum. Also, employees’ personal needs cannot take
priority over corporate goals.

P5: More attention was paid to planning stage than to implementing and consolidat-
ing stage (study V).

Thefifth proposition was a so proved to be correct. Most of the Chinese organi-
zations neglected the refreezing stage in the whole process while main focus was
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placed on unfreezing stage. Intheinitial planning stage Chinese companies created
an awareness of the need for change and also created an aim for the change.
Nevertheless, they were not good at communi cating and educating empl oyees, which
possibly led to misunderstandings and even resistance among the employeesin the
later stages of the implementation of the change. In implementing stage manage-
ment group relied much on administrative order. Thetop-to-down hierarchical man-
aging system still worked in the whole process of changing aswhat happened in the
daily running of the business. The change managers or leaders were very weak at
empowering and involving employeesin change process. Therefore, the resistance
to change was rarely overcomed, and employees had no choice but to accept the
change passively. To speak about the consolidating stage, institutionalizing the new
approaches was the least emphasized step compared with the other steps. The
results of change were not assessed properly and new approched were not re-
corded and made into new rules.

P6: The resistance behaviors of Chinese employees are different from those of
Estonian employees. (Study V1)

The sixth proposition was supported. Thefindingsin Study VI revealed that in
terms of people’s attitudes to change, Chinese organizations encountered mixed
reactions to change. Only a quarter of respondents respectively claimed positive
and negative reactions among employees. Meanwhile, there were alarge percent-
age of employees who accepted the change passively without questioning. In con-
trast, Estonian companies encountered two extreme responses - support and oppo-
stion.

The differences in resistance behaviours can be attributed to different cultural
valuesintwo countries. Culturally, Chinahasahigher Uncertainty Avoidancelevel
and alower Future Orientation level than Estonia. A higher Uncertainty Avoidance
level in Chinaindicatesthat Chinese peopletend to avoid the uncertain factorsin the
life. In the case of organizational change, they don’t like taking risks compared to
Estonian, so it isseen that alarger percentage of Estonian employees than Chinese
staff support the change. M eanwhile, Chinese people highly value harmony with the
environment around them. So people tend to wait and watch first about others
reactions to change before making their own decisions. If people around accept it,
some people who even don't like it, decide to accept it passively. Furthermore, the
Chinese score on Future Orientation is lower than Estonian. So compared to Esto-
nians, Chinese people show lower level in adaptability to emergent events, which
explainsthe phenomenon that hesitations among Chinese employeestoward change
ismorefrequently found compared with Estonian employees. On the contrary, much
clearer responses are seen from Estonian people.

The behaviour difference can also be explained by the different level of demac-
racy in Chinaand Estonia. Estoniahas built democracy since 15 yearsago. Accord-
ing to Alas (2002), it greatly influences people and now people are already demo-
cratically thinking. But in Chinathereisalack of democracy. Although Chinaexpe-
rienced successful transformation of economic regime, the palitical systemin China
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remained socialism which was featured by centralization of power. So the democ-
racy level wasstill quitelow. In business organizationsthe organizationa structure,
to a large extent, followed the same scheme as that before economic reform and
decisionswere made from the top - the management group in organizations or local
authorities. The high level of totalitarianism decides that people respect and even
fear the power. So in a Chinese organization the top manager islike aparent of abig
family and he should take care of everything and people haveto listen to him. Low-
level employees’ opinionsare not valued and it isnatural for employeesto follow the
instruction from the top manager. So in China people think it is very normal to
accept the change and follow the command from the top manager even though they
are opposed to it.

P7: In Chinese companiesthelevel of tolerancetowards ambiguity ishigher thanin
Estonian and Russian companies, which is demonstrated via the lowest level of
preliminary change planning and via the highest level of unanticipated changes.
(Study VII1).

Thisproposition issupported. Thedetailed discussionisasfollows.

The survey results in Study V11 indicated that China has the lowest level of
preliminary change planning. Comparing Chinaand Estonia, Chinahas asignifi-
cant lower level in preliminary planning than Estoniaand Russian, especially inthe
following elements: key personnel in the organization (a7), qualitative structure of
the staff (skills, knowledge, etc.) (a8), operational rules and procedures (al0),
and functional systems (i.e. production, sales and marketing, finance, human re-
sources management systems) (all). Theresultsdemonstrated that Russian firms
were more concerned about planning the majority of organizational elementscom-
pared with Chinese and Estonian companies. Russia steps back in case of distri-
bution of power, which (along with strategy) turned out to be a priority for Chi-
nese managers. This particular result can be rooted in Chinese culture and history
of feudalistic society, where people got used to maintaining leader’s authority
even sacrificing doing right things. So distribution of power and setting up new
norms in decision making are urgent matters in Chinese companies. Moreover,
change agendain Chinese companiesin majority of casesincluded less elements,
than in Russia and Estonia. Chinese lists of “top 3 planned to change elements’
are balanced. They include “soft” factors as well. The most important “soft”
element in Chinese plans was distribution of power (51%). Being “the most con-
cerned about planning” Russian managers had most inclination to change “hard”
organizational factors. More that % of firms

in Russian subsample planned to change functional systems (all). Organiza-
tional structure (a3), business strategy (a2) and management system as a whole
(ab) also received much attention as targets in transition process.

According to survey resultsin Study VIII, it is also true that level of unantici-
pated changes in Chinais the highest compared with Russia and Estonia. The de-
tailed comparison isshownin Figure 2.
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Figure 2. Comparison of all change outcomesin China, Estoniaand Russia
Source: the author
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From Figure 2 it can be seen that in China (which obtains the lowest Future Orien-
tation index within our sample) more respondents experienced unanticipated changes
in comparison with Russiaand Estonia. In averagein China42.4 per cent of compa-
nies witnessed that some organizational elements undergone transition process in
line with atrajectory, which was not planned. In Russia (which obtains the highest
Future Orientation score) unanticipated changes occurred twice lessfrequently —in
average 26.2 per cent of respondent described some organizational element as“un-
manageable”. Estonian results are located between Chinese and Russian: in aver-
age every third respondent met unanticipated changes concerning some organiza-
tional element.

So findings on both planning efforts and outcomes on change program execution
are supportivefor proposition 7. It can be concluded that in Chinatransformational
approach toward change and readiness to embrace natural flow of events have
very close association with less planning and bigger number of changes, which
were not planned.So we suggest that tol erance towards ambiguity, which isembed-
ded in Chinese national culture, affect common behavioral pattern within enter-
prises as well.We find that interplay between various cultural dimensionsisanin-
triguing research problem, because their values produce joint impact on organiza-
tional practices and counterbalance each other. For examplein case of China high
level of Uncertainty Avoidance combined with low level of Future Orientation re-
sultsinlessplanning, tolerance toward ambiguity, and willingnessto embrace emer-
gent course of actions.
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P8: Planned change approach works better on “hard” elements than on “soft” ele-
ments. (Study VIII)

Thelast proposition was not supported. Thefollowing isthe detailed discussions.

According to the survey resultsin Study V111, the author compared firms' plans
with resulting outcomes to find out what organizational elements can be labeled
“unmanageable” and “uncontrollable”. Thisanalysiswas carried out separately for
each country taking into account each individual company’s dynamics.

First of al it is observed how frequently unanticipated changes occurred. The
resultsillustrated how often respondents mentioned that changein particular organi-
zational element appeared to be an outcome of change program though it was not
initially planned (category “did not plan to change — but changed”). We see that all
organizational el ements can run out of control, no matter it ishard or soft elements,
but the level of unpredictability of final result is rather different in each country.
Concerning the majority of organizational elements Chinese managers witnessed
unanticipated change more often than their colleagues from Russia and Estonia.
This fact suggests that some country-specific contingency may be attributed to
such findings.Inthe whol e sampl e the foremost organizational elements, which have
changed “on their own” are distribution of power (a4), corporate culture (a5), key
personnel (a7), and operational rulesand procedures (al0). We label ed this group of
organizational elements*uncontrollable”. Among these elementsthree are soft ele-
ments, i.e. distribution of power (a4), corporate culture (ab), key personnel (a7)
while oneishard element, i.e. operational rules and procedures (al0).

The next step was to analyze the frequency of any deviation from initial plans.
The resuts presents cumulative percent of respondents, who acknowledged that
they didn’'t reach the desired state because of deviation frominitial agenda (catego-
ries“planned to change - changed partly as planned”, “planned to change — did not
change’ and “planned to change — changed totally not as planned”). Through this
observation we intended to find out which organizational elements can be labeled
“unmanageable”’, meaning that they are not easy to cope with. Functional systems
appeared to be an extreme example. We observed that response rate about devia-
tions from plan concerning this organizational element is the highest in all three
countriesin discussion. On average every third respondent within thewhole sample
mentioned any discrepancy with what had been planned in changing functional sys-
tems. Again we emphasize that not including functional systemswefind it difficult
to pick out both the foremost factors, predisposed to deviation, and the least predis-
posed ones within the whole sample, because results between subsamples differ
significantly. We argue that cultural dimensions and the nature of targeted elements
(“hard” or “soft”) can be potentia explanatory variables and contingencies in the
appropriate change management model.

Summarizing theinformation mentioned above, the author aimed to test the above
proposition by finding out what organizational elementswere morelikely to be sub-
ject to unanticipated changes and deviationsfrom initial plan during implementation
of change program, and what elements, on the contrary, were more likely to be
successfully fully controlled. From the above findings, we see that both “ soft” and
“hard” organizational elements are likely to fall within the groups of “unmanage-
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able” and “uncontrollable” factors. Not only both “hard” and “soft” elements can
be equally predisposed to going out of managers’ control, but some particular “hard”
factors can be much more risky in terms of potential discrepancies. Thus the last
proposition does not receive support.

4.2. Summary of findings

The author briefly presents the main findings in the eight studies included in this
thesis.

Firstly, interviewsin 160 Chinese companiesindicated thefollowing problemsin
implementing organizational changesin Chinese companiesfrom the perspective of
HR (Study I). First of all, The process of implementing change is characterized by
bureaucratic regulationsin Chinese companies. Moreover, coercion and manipula-
tion was used too much in the change process and thus, the intrinsic values and
emotions of the employees were neglected. In addition, the employees were not
properly empowered and involved in the change.

Based on theresultsand discussions, the authors make the following recommen-
dations to HR managers and staff in Chinese companies. Firstly, HR management
should help company managers or those implementing the change to avoid using
coercion. It isimportant for managers to pay attention to the implicit role of emo-
tionsin organizational change. Secondly, HR personnel should help the managersin
the company to consider the emotions and needs of employees. Thirdly, HR staff
should create a compensation and incentive system to facilitate the change.

Secondly, similaritiesand differencesin val ues between the two age groups (younger
group and older group who started work before 1978) were found out (Study I1).
The biggest difference lies on the speciality-related values, which was considered
the most important value by older group but almost the least important by younger
agegroup. Thetwo age groups sharethe biggest similaritiesin valuesrelated to the
mode of life, which were regarded much less significant compared to other value
groups. Theresults also illustrated that the value estimates of the younger Chinese
group are more similar to values during aperiod of stable institutions and values of
the older age group are more similar to values during social transience. The older
Chinese group lived through the transition from a centrally planned closed economy
to the more open economy with foreign capital and joint ventures, which started in
1978. However, when the younger Chinese group, who were born after 1970s,
started to work, the society has entered a stable stage since the most drastic trans-
formation wereamost fulfilled

Thirdly, the author studied the organizational changes in institutional context and
identified the scope of changes (Study 11). Interviews in 160 Chinese companies
indicate that during social transience transformational changes took place in Chi-
nese organizations. Chinese organizations have been in a continuous change pro-
cess and alarge proportion of the changes were transformational, which are much

212



deeper and more profound than transitional and development changes in terms of
scope. Based on Nadler and Tushman’'s model, aimost two thirds of the changes
could be considered re-creation — the deepest strategic change in terms of scope
compared to reorientation, adaptation and tuning. These could be explained more
explicitly in the institutional context. During the social transience and
reinstitutionalization stage, the deepest changesin terms of scope took place.

Fourthly, Study IV produced some findings on the connections between organiza-
tional culture, organizational |earning and employee attitudestoward changein Chi-
nese organizations. The task and relationship orientation cultureis positivly linked
with peopl€e's attitudes to change and the organizational learning. However, there
are differences in China compared to countries in Europe: two important compo-
nents of learning organization are not acceptable in China: Chinese employees are
afraid of making mistakes and they do not want to reduce status symbol to the
minimum.

Fifthly, thefindingsof thesurvey reveaed that changein Chinese organizations seemed
not to be asmooth process because of ingtitutional and cultural complexitiesin China
(Study V). The most significant resistance in implementation of change wastheiner-
tia in the thinking of employees. It was hard for them to change their habits and
thinking style previoudy formed under a command economy regime. The second
biggest source of resistance was the fear of unknown. The findings indicated that in
transition periodin practicethetool s of management were still to some extent bureau-
cratic and entrenched due to the profound influences from the pre-reform stage. In
terms of the process of change in Chinese organizations, most of the attention was
paid to unfreezing stage while re-freezing was given the least emphasis.

Sixthly, Study V11 indicated some similaritiesand differencesin change implemen-
tation between Chinaand Estonia. One similarity between Chinaand Estoniaisthat
most of the changesin the companiesin thesetwo countriesaretransitional changes,
deepese in scope. Similar to Chinese companies, in Estonian companies the main
focus of the managers was a so initiating changes in the process of change imple-
mentation. However, the reactions to change among Chinese employees are differ-
ent from Estonian employees (Study V11). Estonian employees show extreme reac-
tions- being for or against change, however, Chinese employees show mixed reac-
tionsto change. A common reaction is to accpet the change passively, which is not
found among Estonian employeesat all. Thisisdueto theinfluencesof the different
cultural Modal Values on people’s behaviours (Study VI11). Another big difference
in the characteristics of change implementation between Estonia and Chinais that
coercion and manipulation is much more frequently used in China and Estonian
employees are better motivated and involved in change process than Chinese.

Seventhly, Study VIl showed that both “hard” and “ soft” organizational elements

can be equally predisposed to deviations, which meansthat all change activitiescan
require adjustment once transition process has been initiated. Compared with Esto-
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niaand Russia, Chinahasthelowest level in preliminary planning and highest level
in unanticipated change. the unique feature of Chinese culture - the combination of
higher level in Uncertainty Avoidance and lower level in Performance Orientation
and Future Orientation resulted in high level of tolerance to ambuguity among Chi-
nese employees. In the case of organizational change, this is seen from two phe-
nomena, firstly, the preliminary planning for organziational changeisnot that inten-
sive; secondly, during change process deviation from planning frquently happen and
some unanticipated change happened although not listed ininitial change plan.

4.3. Implications

Based on thefindingsin the dissertation, the author presented the following implica-
tions to managers in Chinese companies.

Chinese managers should develop different management practices for differnt
age groupsin the company considering that they hold different valuestoward work.
For example, making clear and standard rulesand regularly keeping peopleinformed
of the company’s development situation will help older age groups to work more
efficiently. Meanwhile, for Chinese managers, improving the company’s physical
working conditions, devel oping more democratic |leadership style and becoming more
communicative and charismatic will help empowering younger employees to par-
ticipate in change process. ( Study I1)

The study results showed that the deepest changes happen in most of chinese
companies. Thisknowledge about theinfluence of theinstitutional context on changes
in Chinese organizations will help chinese managers to have a clear uderstanding
about the macro trend in the organizational changes and make more appropriate
decisions. For foreign managers who are doing business or intend to start business
in China, thiswill facilitate them in making strategies and following economic trend.
(' Study I11)

Due to the finding that orientations of organisational culture is positively con-
nected with employee attitudes toward changes and learning, Chinese managers
should pay more attention to the building, adjusting and ng of organizational
culture. Clarification of thevision and more sufficient communication with employess
will contribute to devel oping task-oriented culture. Meanwhile, some conventional
means that are popular in the past,for example, tea room, large lounge and staff
dinning room, may help to maintain the relationship-oriented culture. Moreover, the
managers should be aware of the necessity to create alearning environment, which
will help people to be more activein changes and innovations. ( Study 1V)

In addition to the implications on the aspects mentioned above, the author sug-
gested afive-step processmodel for implmenting organizational changesin Chinese
companies. (1) establishing the need for change and devel oping avision; (2) predict-
ing the obstaclesto change and involving employeesin planning; (3) communicating
the change to employees in a well-organized approach; (4) avoiding coercing em-
ployeesinthe processof implementing change and (5) reinforcing and ingtitutionalising
the change. ( Study V)
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Besides suggestions to managers, some recommendations were made especialy
to human resource managers and staff. Generally, human resource staff are not
sufficiently involved in the change implementation in chinese companies. Therefore,
they should firstly devlop the awarenessthat they should participatein changeimple-
mentation and facilitate the success of change implementation. HR management
should hel p company managers or change managersin devel oping efficient skillsto
empower and motivate employees, for example, resorting to supporting rather than
simply coercion as the strategy to overcome resistances. In the process of change
implementation, HR staff should help to build new corporate culture and establish
new incentive system to encourage employees to participate in change. ( Study 1)

Besides suggestions to Chinese managers, the author also makes some recom-
mendations to management education in China. Change management should be
included in the course curriculum and listed as a compulsory course. The course
textbooks or course materials should be updated a ong with the publishing of new
books. In the teaching of change managment, focus should be put not only on the
famous western literature on change management but also on the specific charac-
teristicsof organizational changesin Chinese companies. Moreover, intheteaching
of the course - human resource management, an extra chapter can be added to
explain and emphasize the function of human resource managment in change
managment.

In addition, the author gives suggestionsto Chinese researchersin thefield of change
management. Firstly, they should have closer look at cultural issues. As cultural
values relate to change planning and execution, but thislink is not straightforward
and somewhat ambiguous, investigating how modal values aretransformed to modal
practicesin particular context is meaningful and that will provide degper insightsto
organizational change. Secondly, they could pay more academic attention to what
happen to the hard and soft elements during change implementation in Chinese
companies, especially on soft elements, which are attached to human side. Thisisa
new field of change management contingencies awaiting more explorers.

4.4, Limitations and Proposals for Further Research

It should be admitted that any research conducted by asingleindividual isnot ableto
display the whole picture of one phenomenon, especially in the case of organiza-
tional changes, which is such acomplicated phenomenon. There are certain limita-
tionsand constraints with this dissertation.

Firstly, the number of respondentsfor interviews, although relatively large, istill
quite small considering the size of Chinaand the huge number of Chinese compa-
nies. Moreover, the respondents are mainly from northern part of China. In the
future, alarge number of companies could be used in theinterviews and more areas
could be covered, for example, eastern and southern area, in order to make amore
generalized result. The results from companies located in different areas could be
compared to reveal amore interesting picture of change implementation in China.
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Secondly, the process of implementation of change in Chinese companies could
be studied in more details with more questions added in the interview, for example,
a question about the supporting process and the change of employees’ attitudes
during the change process.

Thirdly, theinterviews' respondents could be both empl oyees and managersand
answers from these two groups could be compared. Differences may exist in their
answers considering their position status. It will be beneficial to find out the differ-
ences and make suggestions to Chinese managers based on employees’ opinions
about the details of change.

Fourthly, the interview and several questionnaires could be conducted several
years later. Under different institutional context, the answers received at present
and inthefuture could be analyzed together to present adynamic study of organiza-
tional changesin China. Changesin the employees’ and managers’ attitudesand the
process of implementation may be found and identified. The researchers will gain
knowledge about what Chinese managers and employees learn and what they do
differently in change process along with the time and the change in macro environ-
ment.

Fifthly, the questionnaire to asses values could be conducted both in manager
and employee group. The results could be compared to find out the differences and
similarities between subordinates and superiors values. Furthermore?he survey
could be done in other countries, such as countries that also experienced transition
from planned to market economy, or other post-socialist countries. The analysis of
these countries with certain similarities with Chinawill provide insights to the re-
search in a broader scope.

4.5. The Main Conclusions at Different Levels

The conclusions of this dissertation can be summarized on three levels: firstly, the
individual employee level, secondly the organizational level and lastly the societal
level.

First of all, the author makes the following conclusions on conditions existing for
employees at individual level. The biggest resisitance to change among Chinese
employees are intertia in the thinking and fear of the unknown. The old thinking
style peopleinherited from the previous centrally planned economy are still domi-
nating people's mindset. The constantly changing macro environment under the
mixture of market economy and socialist regime caused Chinese employees wor-
ries about the future (Study V). Moreover, the reactions to change among Chinese
employees are different from Estonian employees (Study VI1). Estonian employees
show extreme reactions- being for or against change, however, Chinese employees
show mixed reactions to change. A common reaction is to accpet the change pas-
sively, whichisnot found among Estonian employeesat all. Thisisdueto theinflu-
ences of the different cultural Modal Values on people’s behaviours (Study VIII).
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The following is the conclusion of the different elements of implementation of

changes at organizational level .

1. Firstly, theinitiators of the changes are mainly top managers and the main
reasonsto start changes are still purchasing ecomonic profits. However?ocal
authority and higher authority of the company till play an crucia rolein deter-
mining the need of change. ( Study V)

2. Secondly, inthe process of change, the managersinclineto change el ementsat
organizational level, such as strategy, |eadership or management practice. The
least to be changed isindividual employees' skills. Moreover, managersdidn’t
devote enough efforts to change employees' sthinking style in order to build a
learning organziation. ( Study 1)

3. Thirdly, thebiggest problemin theimplmentation of the changeisthewesakness
ininstitutionalizing stage. Too much attention was givento planning stagewhile
assessment and modification were ignored. (Study V)

4. Fourthly, the Chinese managers were good at informing the employees of the
necessity of change and creating a vision. However, in the follow-up steps,
they showed very weak competency in empowering and motivating employees
to particiaptein change. Therefore, the efforts of building alearning organiza-
tion in order to ensure the sucess of change are not sufficient. ( study V)

5. Fifthly, there were changesin organizational culture in the change process. In
37 percent of the studied Chinese organi zations, organizational culture became
more task-oriented whilein only in 3 percent of companiestheir culture be-
came more relationship-oriented. ( study V)

6. Sixthly, inrespect to theindustry of company, companiesin production sector
expereinced more changes than those in other sectors, e.g. service. ( study I11)

7. Seventhly, both “hard” and “ soft” organizational elements can be equally pre-
disposed to deviations, which meansthat all change activities can require ad-
justment once transition process has been initiated ( Study VIII) .

The conclusions on societal level can be summarized from different perspectives.

Firstly, due to the different historical and cultural institutions, the features of
changeimplementation in different countries differ. For example, onebig difference
in the characteristics of change implementation between Estonia and Chinais that
coercion and manipulation is much more frequently used in China and Estonian
employees are better motivated and involved in change processthan Chinese. Com-
pared with Estonia and Russia, China has the lowest level in preliminary planning
and highest level in unanticipated change.

Moreover, the conclusions on societal level could be expressed by the macro soci-

etal influenceson orgnizational level and individua level.

According to the research results, the macro societal influences on orgnizational

level in Chinese orgnizations are summarized asfollows:

1. Firstly, theresultsindicate that in Chinese organizations most of changeswere
transformational, deepest in scope. only 5 percent of the changes were devel-
opmental changes, while 41.3 percent of the changes were transitional and
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53.7 percent were transformational. Almost two thirds of the changes could be
considered re-creation — the deepest strategic change in terms of scope com-
pared to reorientation, adaptation and tuning. So during the social transience
and reinstitutionalization stage, the deepest changes in terms of scope took
place.( study I11)

Secondly, the scope of changes differ in regard with companies's age. In the
younger companies established after economic reform beganin 1978, lessdras-
tic changes took place compared to in the older companies founded before
1978; however, the younger companies also realized the necessity to changein
order to survivieintheincreasingly fierce market competition under the back-
ground of accession to WTO. So younger companies wer also found to be
activein implementing changes. ( study I11)

Thirdly, the unique feature of Chinese culture - the combination of higher level
in Uncertainty Avoidance and lower level in Performance Orientation and Fu-
ture Orientation resultedin high level of toleranceto ambuguity among Chinese
employees. In the case of organizational change, thisis seen from two phe-
nomena, firstly, the preliminary planning for organziational changeisnot that
intensive; secondly, during change process deviation from planning frquently
happen and some unanticipated change happened athough not listed iniinitial
change plan. ( study VIII)

The macro societal influenceson individual level could be expressed asfollows:

1

Firstly, there are differences in the values among different age groups, who
experienced differnt insitituional development stage. For younger age emplyees
who have have work experince after the economi creform, they highly value
leadership ideological values, ethical values, and social values. However, older
age group, who already start work before economic reform and experince the
social transition from command to market economy, regard specialty-related
valuesand cultural valuesas much more significant values compared to young
people. Values held by the older Chinese group are more similar to values
during social transience while values of the younger Chinese group are more
similar to valuesduring aperiod of more stableinstitutions. Theinstitutional
context hasimpacts on chinese employees' attitudestoward work and change.
(study I1)

Secondly, similarly with finding from other transitional countries, task and rela-
tionship oriented culture have great importancein the organizational changesin
China. Thetask and rel ationship orientation cultureispositivly linked with
peopl€’s attitudes to change and the organizational learning. However, differ-
ently from other countiries, in China, acollectivism society with socialist re-
gime, athird factor isfound, that isdisclination, that isbehavious and thoughts
which can’t be agreed. Also due to the teachings on Chinse people that has
lasted several thousand years- conformity isalwaysmoreprior toindividuality,
employees always give priority to collective groups’ interest rather than per-
sonal needs. ( study V)

Thirdly, from the perspective of organizational |earning Chinese employees,
who liveunder profound influencesof itsunique cultureand tradition, are afraid
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of making mistakes and reduce the status, which are not features for learning
organizations. So in proces of change, people are not active in accepting and
trying new things since they always want to keep the present status and avoid
mistakes. ( study 1V)

To conclude, the author integrated the theoretical basisfrom western countrieswith
the empirical research results from Chinese organi zations and made conclusionsto
various aspects elaborated above.

The features of organizational change in Chinese companies were drawn out
within different frameworks. Through eight studiesincluded in the dissertation, the
author studied organi zational changein Chinese companiesviaall four approaches:
content research, contextual research, process research and criterion research,
which was defiend by Armenakis and Bedeian 1999 (see 1.3.1). By content re-
search, which was assumed a descriptive approach, the author pointed out the
features of organizational change in Chinese companies by identifying what has
been changed, such as the change in different factors (e.g. strategy, leadership and
so on) in Study |, V and VI. By contextual research, the author described the
institutional influences on organizational change in Chinese companies. As part of
the analysis at macro-level, the values held by different age groups of Chinese
employeeswere studied and the differenceswere found out in Study 11. In Study 111
different types of change were categorized based on the analysis of the historical
and institutional influences on organziational change. In Study VII and VIII the
Chinese cultural account was considered when analyzing the resistance bahavious
of Chinese employees and the specific characteristics of change implementation.
By process research, the author explored how organizaitonal change in Chinese
companies take actions. The actual processes were analyzed and a process model
was suggested to change managers in Study V. By criterion research which is
linked with readiness to change, the author discovered the resi stance behaviours of
Chinese employees and strategy to overcome resistances used by managersin Study
V. Moreover, the author examined the connections of organizational culture, organi-
zational learning and employees' attitudes to change in Study 1V and specific fea
tures of organizational culture and learning in Chinese companies were found.

Besides all four approaches, the author used additional approaches. In Study |
the author approached organizational change from the human resource-based view.
The incorporation of resource-based view with change management and the con-
nection of change management with human resource management add extra and
crucia value to the research. Another important contribution of this dissertation is
that the cultural influences on organizational change were deeply analyzed based on
the Globe cultural dimensionsin Study V111, which may serve as a good startpoint
for other reseachers in conducting further research in thisfield. Last but not least,
the nature and change in hard and soft organizational elements in organizational
change, which were not studied previously by other researchers, were introduced
and carefully analyzed based on areliable survey in Study VIII. Thisis of great
potential valuefor research in change managment. Based on this, the author poposes
the division between hard and soft part in organizational change analysis. Itiseasier
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to analyze hard part, for example, the actual process of change. However, soft part,
e.g. the side associated with people and ideology, is a difficult target for study. In
this dissertation a process model is proposed with the soft elements left out, which
will be of great practical use. The applicablity of planning approach on hard and soft
elements was studied as well.

| firmly believe that the findings reveal ed in this dissertation make some contribu-
tionsto the enrichment of theoriesin organizational change, especially inthefield of
change management study in transitional countries. Regarding the author’s contri-
bution to methodol ogy, the large-scal e research in Chinese companies couldn’'t have
been accomplished without the author’s massive persona links and the respon-
dents' answers couldn’t have been interpreted accurately without the author’s na-
tive knowledge and experience about Chinese culture. Furthermore, the different
approaches the author used to analyze organizational change provide an insight to
diversified choicesin conducting further research in organizational change.
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APPENDIXES

Appendix 1 Questionnaire for Measuring Employees Work-related Values

Please make an assessment of your attitudes towards different trends and phenom-
ena, principles and factors, connected with the management and business using the
following scde:
1-of norelevance 2—of littlerelevance 3 —of somerelevance 4 —of relevance

—of great relevance

6 —of major relevance 7 —of utmost relevance

ltem

Assessment

Honesty as an ethical value.

2. Good relationships among the staff.

3. The leader's enterprising spirit of setting up and solving
problems. ..

4. The employees' good professional education.

5. Contemporary means of communication in the company.

6. The staff's participation in the development of the company's
strategy.

7. The acknowledgement of an employee as a specialist in his'her
field.

8. The similarity of the personnel's professional evaluation
criteria.

9. The regular analysis of the company's economic activities.

10. The person's self-respect and its preservation in all situations.

11. The information of the staff and its awareness of the company's
condition,

12. Good teamwork with the subordinates.

13. The staff's understanding of the company's objectives.

14, The established standards of the professional behaviour in the
company.

15. Advertising as a success factor of the company's business
activities.

16. The staff's readiness and ability of independent decision in their
sector of activity.

17. The leader's imagination (the speed of thought and openness to
new ideas).

18. Reading new literature in the specialty.

19. The clarity of the management's job instructions.

20. The traditions and customs commonly followed in the
company.

21. The imposing of the facade and foyer of the company's

building.
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22

The evaluation of the quality of the company's production and
service,

23.

Humanity,

24,

The company's atmosphere favouring achievements and support
of each other.

25.

The leader's balance,

26.

The staff's regular professional training.

27.

Strict subjection to the management's directions.

28.

Democratic management.

29.

Good relationships between the superiors and the subordinates,

30.

The existence of professional directions and following them.

il

. The people's faith in the strength of the collective.

32

The contemporary office equipment and a sufficient number of
computers in the company.

33.

Freedom (of thought and speech) in the company.

34,

The control of superiors is changing into the staff's self-control.

33.

The lack of conflicts between the young and the old.

36.

The manager's skills and life experience.

37.

The management's supervision of the staff's activities.

38,

The staff's similar vision of the company's future.

39.

Good conditions of the buildings ensuring the company's
activities.

40.

The investment into the company's future at the expense of the
present wealth,

41.

Lack of conflict groups in the staff.

42,

"Our" feeling in the company.

43,

Permanent watching of the rivals, learning from their mistakes
and successes.

44,

The staftf's personal interest in the quality of the company's
production and services.

45 The leader's creativity while solving the problems.

46,

The feeling of security in the company.
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Appendix 2 Questionnaire for Measuring Organizational Learning

Please evaluate your organisation by using theseindicators on ten point scale, there
1 means’not apply at al’ and 10 ‘very high'.

Item

Building the ability to learn

An open-minded and positive attitude towards risk-taking

Learning by mistakes

Open communication

Willingness to develop oneself

The acceptance of a new operational culture

Willingness to make initiatives

Encouraging activeness in one’s work

Removal of distress amongst the personnel

Collaborative setting of missions and strategies

Commitment to the change process

Awareness of business objectives

Commitment to objectives

Active participation in decision making

Making future together

Collaborative ability

Fluent work processes

Open information flow

The ability to use teamwork

A business oriented operational culture

Emphasis on training

Efficient strategic planning

Managerial support for personal development
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Appendix 3 Questionnaire for Measuring Employee Attitudes in the Pro-
cess of Organizational Change

Indicate the answersto the following questions on 5 point scale. 5isfor full agree-
ment and 1 isfull disagreement.

[tem
1. Do vou usually come to work with pleasure?

2. How much are your future plans connected with this organisation?

3. How satisfied are yvou with your present position in this organisation?

4. How satisfied are you with your present work in this organisation?

5. How necessary in your opinion are the changes in the organisation?

6. Do yvou believe that the planned reforms influence the performance of
the organisation positively”
8. Will your work conditions be improved after the changes?

10. How satisfied are you with the top managers of your company?

11. Do you trust the management and think that their decisions are the
best for the organisation?

12. Have the general objectives and development plans of your
organisation been explained?

13. Were you informed about the changes before their initiation?

14, Do you have enough information about the reasons, content and
objectives of the changes?

15. How much are you included in the implementation of the changes?
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Appendix 4 Questionnaire for Measuring Organizational Culture

Please eval uate on 10-score scale how these statements apply to your organisation.
If you fully agree with the statement, please mark 10, if you feel the statement being

inappropriate for your organisation, please mark 1.

IN OUR ORGANISATION OR COMPANY

l... there are many structural units

1 2 3 8! 5 5] 7 8 g
2... there is a pleasant work environment

1 2 3 4 5 3 7 8 9
3... employees know each other well

1 2 3 4 5 B 7 8 9
4... entertainment programmes are offered

1 2 3 4 5 6 7 B 9
3... employees feel proud of their organisation

1 2 3 4 5 6 7 B 9
f... employees are aware of the competition

1 2 3 4 5 6 7 B 9

7... employees are recognised for their good work

1 2 3 1 5 6 T B 9
&8.... employees have good interpersonal skills

1 2 3 4 5 6 7 B 9
9... managers can be easily contacted if necessary

1 2 3 . 5 6 7 8 9
10... employees are well aware of the corporate goals

1 2 3 1 5 6 7 8 8
11... novices are well received

1 2 3 4 5 ¥ 7 8 g

12... traditions have high importance

] 2 3 4 a 6 7 8 b
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13

14

15

16

18

19

20

21

22

23

24

26

27

28

... all employees are evaluated

... employees have similar views on many things in the world

... the corporate communication is well organised

... employees know about each other's personal matters

... there is often common consent between employees and managers

2

2

2

2

2

3

3

3

3

3

4

4

4

4

4

3

5

3

5

5

... everyone feels embarrassed after a mistake

... employees act cohesively when confronting challenges

... people would like to know more about the organisation

1

... everyone is expected to take imitiative

... people are not afraid of making mistakes

... positive changes are constantly taking place

... misunderstandings are promptly attended to

1

2

2

2

2

2

2

2

2

3

3

3

3

3

3

3

3

4

4

4

1

4

4

4

4

5

5

5

5

5

5

5

5.. . status symbols are reduced to minimum

3

... employees' personal needs take priority over corporate goals

...those, having good rapport with the management, are recognised

... employees are aware of each other’s pastime activities

2

2

2

3

3

3

4

4

4

5

5

5
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29... several friendship groups have emerged

1 2 3 4 5 i 7 B
30... people communicate politely with each other

1 2 3 4 5 6 7 B
31... people feel embarrassed when talking about their job

1 2 3 4 3 ] 7 8
32...2people feel reluctant toward their work

1 2 3 4 5 6 7 B
33... good mood is appreciated

1 2 3 4 5 6 7 B
34... people help each other about their jobs

1 2 3 4 5 ] 7 B
35... employees enjoy their work

1 2 3 4 5 ] 7 8
36... all important issues are openly discussed

1 2 3 1 5 ] 7 8
37... all failures trigger strict responses from management

1 2 3 4 5 6 7 8
38... issues of employees’ welfare receive high priority

1 2 3 1 5 ] 7 8
39... employees are committed to their jobs

1 2 3 4 5 6 7 8
40... entertainment programmes and other corporate events are popular

1 2 3 4 5 o 7 8
41... several employees are willing to quit their jobs

1 2 3 4 5 6 7 8
42... many people have been working together for a long time

| 2 3 4 5 3] 7 8
43... instructions are clearly communicated

1 2 3 4 5 [§] 7 8
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