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Abstract of Dissertation 

PRIVATIZATION AND PERFORMANCE OF FORMERLY STATE-OWNED 

ENTERPRISES IN THAILAND: A STRATEGIC MANAGEMENT STUDY

by

Orawee Sriboonlue, D.B.A.

Alliant International University

Committee Chairperson: Alfred O. Lewis, D.B.A.

THE PROBLEM. The purposes of the study were (a) to provide empirical evidence 

that the performance of privatized firm is relatively proportional to the degree of the success 

of privatization, environmental turbulence strategic aggressiveness, and general management 

capability, (b) to identify behaviors and actions that are prime predictors of the success of 

privatization, and (c) to test AnsofFs Strategic Success Hypothesis.

METHOD. This study explored 10 formerly state-owned enterprises from the State 

Enterprise Policy Office database. A total of 125 surveys were received from participants that 

included privatization leaders, managers of the firms, others who had been personally 

responsible for guiding the privatization, and the National Economic and Social 

Development Board (NESDB). Pearson correlation was used to investigate the relationships 

between the variables, which included top management support for privatization, the 

adequacy of the power base, the privatization leader’s anticipation of challenges throughout 

privatization, the involvement of participants, the rewards and incentives for participants, the 

resistance to privatization, the strategic aggressiveness gap, the general management 

capability gap, the strategic behavior gap, the success of the privatization, and the
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performance of the organization. The t test was used to determine the differences in the mean 

success of privatization of: (1) diagnosis of support/resistance and (2) segmenting of 

planning and implementation of privatization. A one-way ANOVA analysis followed by the 

Scheffe test was used to determine the differences in the means success of privatization of: (1) 

development of acceptance for privatization and a shared vision of the organization’s 

position in its future environment, (2) development of knowledge/information and planning 

skills, and (3) implementation sequence of strategies and capabilities.

RESULTS. The Pearson correlations showed that there were significant relationships 

among the key variables mentioned above (p < 0.01 or p <  0.05): The results of t tests 

indicated that privatizations that conducted a diagnosis of support/resistance and used a 

modular approach in the planning and implementation process were more successful than 

privatizations that did not conduct a diagnosis and use a modular approach. One-way 

ANOVA results indicated that there were significant differences in the mean success of 

privatization among four initiation times for development of acceptance and shared vision as 

well as that of knowledge and planning skills. In addition, privatizations that developed an 

acceptance and a shared vision as well as knowledge and planning skills before the 

development of strategies and capabilities were more successful than privatizations that did 

not develop or developed these at different initiation times.

According to additional findings, multiple regression analysis revealed the 7 strongest 

predictors of the success of privatization. The Pearson correlation revealed a strong inter

correlation between strategic aggressiveness gap, general management capability gap, 

strategic behavior gap, and performance of the organization.
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Chapter 1 

THE RESEARCH PROBLEM

This chapter will give an overview of the research problem in this study. The area of 

focus in examining the research problem was the state-owned enterprise environment in 

Thailand. The chapter will include a statement of the problem as well as the expected 

contributions of this study to strategic management theory and practice. The general 

background of the problem of change in the state-owned enterprise environment from which 

the research problem of this study has emerged will be discussed later, followed by a chapter 

summary.

Statement of the Problem 

While there have been many studies conducted to investigate the effects of 

privatization related to financial performance, none has empirically examined the 

performance of formerly state-owned enterprises in terms of behaviors revealed and actions 

taken during the process of planning, implementing and executing privatization. In addition, 

there is no empirical research that applies Ansoff s Strategic Success Hypothesis to test the 

success of privatization or the performance of the organization subsequent to the completion 

of privatization.

Since privatization has become an important issue in Thailand in the last two decades, 

it is necessary to conduct a study to investigate how the privatization policy was 

implemented and how the privatization leaders and participants in the process perceived the 

environment. The study needs to evaluate strategic aggressiveness, responsiveness of

1
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general management capability, strategic behavior, and performance of the organization as 

they affect the success of the privatization. Thus, this study examined how behaviors 

revealed and actions taken in the privatization process affected the success of privatization. 

This study also examined the relationships among the success of privatization, environmental 

turbulence, strategic aggressiveness, responsiveness of general management capability, 

strategic behavior, and performance of the privatized firm.

Expected Contributions of the Study

This study was designed to address a practical management problem in how to plan, 

implement, and organize a privatization. The contributions of the study to the academic and 

practice of strategic management are presented as follows:

1. In addition to existing literature, this study contributed to better understanding of 

management of privatization as well as provided a new perspective in evaluating 

privatization strategies and assessing organization performance after the privatization.

2. The design of this study combined an analysis of both systemic and behavior 

aspects of the privatization, and included an analysis of organizational behaviors and the 

Ansoff and McDonnell (1990) strategic success hypothesis.

3. This study provided empirical evidence that the performance of a privatized firm 

is proportionally related to the success of privatization, environmental turbulence, strategic 

aggressiveness, and general management capability.

4. This study tested Ansoff and McDonnell’s (1990) Strategic Success Hypothesis in 

Thai privatized firms.

2
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5. On a practical side, this study provided knowledge which could help privatization 

leaders and top management improve the design and management of privatization.

General Background of the Problem 

Most state-owned enterprises (SOEs) in nations around the world have performance 

problems. After decades of poor performance and inefficient operations by state-owned 

enterprise, governments all over the world have embraced privatization. Thousands of state- 

owned enterprises have been turned over to the private sector in Africa, Asia, Latin America, 

and Eastern and Western Europe. This trend was spurred by the well-documented poor 

performance and failures of state-owned enterprises (Boardman and Vining, 1989; Mueller, 

1989) and the efficiency improvements after privatization (Megginson, Nash, and van 

Randenborgh, 1994; Ehrlich et al., 1994; La Porta and Lopez-de-Silanes, 1999; Frydman et 

al., 1999; Sheshinski and Lopez-Calva, 2003; DeWenter and Malatesta, 2001; Megginson 

and Netter, 2001; Chong and Lopez-de-Silanes, 2004a) around the world. Moreover, 

worldwide evidence suggests that privatization leads to improved performance, firm 

restructuring, improved outputs, and quality improvements.

As witnessed by rapid growth in the development of management and training, the 

need for proper management has been recognized. Moreover, knowledge and experience are 

shared through seminars and education and training abroad. Nonetheless, a transfer of 

management knowledge from one situation to another has some limitations. The privatization 

of state-owned enterprises gained considerable popularity in developing countries in the 

1980s, and a trend has been increasing over the last few decades.

3
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Privatization Experience around the World

Over fifty years ago, many economists and politicians favored state ownership of 

firms in such industries as energy, communication, transportation, and banking. In the last 

ten years, however, the evidence of the failure of state-owned enterprises around the world, 

as well as developments in contract and ownership theory, have led to a reassessment of the 

benefits of state ownership in production (Shleifer, 1998). The literature emphasizes two 

reasons for the poor record of state ownership. First, it reflects the idea that imperfect 

monitoring and poor incentives for managers of state-owned enterprises translate into inferior 

performance. There are reasons to believe that this could be so. For example, the average 

state-owned enterprise is not traded on the stock market, and the threat of a takeover does not 

exist since control rests in the hands of the state. Discipline from creditors does not play 

much of a role, either, because most loans to state-owned enterprises are public debt, and 

losses are generally covered by subsidies from the treasury. In addition, the boards of 

directors rarely implement good corporate governance practices, and management turnover 

obeys political rather than market forces (Vickers and Yarrow, 1988).

Second, the poor performance of state-owned enterprise owes to the political 

economy of state production. The political view highlights the inherent conflict o f interest in 

running state-owned enterprises. This is because managers seek to maximize their political 

capital, as well as make inefficient decisions. Political interference in the firm’s production 

results in excessive employment, poor choices of products and location, and inefficient 

investment (Shleifer and Vishny, 1996; La Porta and Lopez-de-Silanes, 1999). Sheshinski 

and Lopez-Calva (2003) noted that state-owned enterprises encounter soft budget constraints 

that allow them to implement such practices, since governments might not want to risk the

4
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political cost of firms going bust. This explanation for the poor record of state ownership has 

been validated by empirical research on state-owned enterprises and firm performance after 

privatization around the world (Boardman and Vining, 1989; Mueller, 1989; Megginson, 

Nash, and van Randenborgh, 1994; Ehrlich et al., 1994; La Porta and Lopez-de-Silanes, 

1999; Frydman et al., 1999; DeWenter and Malatesta, 2001; Megginson and Netter, 2001; 

Chong and Lopez-de-Silanes, 2004a).

Motivated by the evidence of the failures of state-owned enterprises, Megginson and 

Netter (2001) stated that governments in more than a hundred countries have undertaken 

privatization programs in the last twenty years. Throughout the world, annual revenues from 

privatization soared during the late 1990s, peaking in 1998 at over US$100 billion (OECD, 

2001). Developing countries have pursued privatization more vigorously than industrial 

nations. Statistically, the participation of state-owned enterprises in industrial countries 

declined from a peak of 8.5 percent to about 5 percent of gross domestic product (GDP) 

between 1984 and 1996, while the production from state-owned firms declined more steeply 

yet in developing countries. Sheshinski and Lopez-Calva (2003) statistically demonstrated 

that the activities of state-owned enterprises as a percentage of GDP decreased substantially 

from about 11 percent in 1980 to 5 percent in 1997 in middle-income countries, and from 15 

percent to 3 percent in low-income countries in the same period of time. Moreover, 

developing countries had large reductions in employment among state-owned enterprises 

during the same period. Employment dropped from 13 percent of total employment to about 

2 percent in middle-income countries, and from more than 20 percent to about 9 percent in 

low-income countries (Sheshinski and Lopez-Calva, 2003).

5
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Chong and Lopez-de-Silanes (2004b) stated that there is great regional variation in 

the size and economic importance of the remaining state-owned production. In Africa, only a 

few governments have openly adopted an explicit state-owned enterprise divestment strategy. 

Their privatization effort has been significant in only a handful of countries, and state 

production still accounts for over 15 percent of GDP in the region. Similarly, Asia features 

large variation since several Asian countries have not consistently pursued a privatization 

strategy. Even though private equity funds and multinationals were expecting large state- 

owned fire sales after the Asian crisis of 1997, many governments in the region continue to 

hang onto their assets in sectors such as energy, telecommunications, transportation, and 

banking. On the other hand, transition countries and Latin American countries have been 

very active in privatization. Most transition countries launched mass privatization programs 

that resulted in dramatic reductions of state ownership. Latin America accounted for 55 

percent of total privatization revenues in the developing world in the 1990s. The decline in 

the economic activity of state-owned enterprises has been more substantial in Latin America 

than in Asia and Africa, bringing levels close to those of industrialized countries (Chong and 

Lopez-de-Silanes, 2004b).

Trend in Developing Countries

In the 1980s, and particularly during the 1990s, many developing countries 

underwent far-reaching market-oriented reforms that considerably diminished the direct role 

of the state in economic activity. This has resulted in widespread privatization, deregulation, 

and internal and external financial liberalization (The South Centre, 1999). The timing and 

extent of these liberalization measures has varied between countries. A pattern was set by the

6

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

program of privatization of larger state-owned enterprises (SOEs) beginning in the 1980s in 

the UK under the conservative government led by Mrs. Thatcher. This pattern repeated in not 

only many industrialized countries but also in a number of leading developing countries. 

Leaving aside transition economies where there has been mass privatization, a number of 

leading developing countries have seen privatization proceeds worth more than US$1 billion. 

Between 1990-1997, these included Argentina (proceeds of $27.9 billion), Brazil ($34.3 

billion), Colombia ($5 billion), India ($7.1 billion), Indonesia ($5.2 billion), Malaysia ($10 

billion), Mexico ($30.5 billion), Pakistan ($2 billion), Peru ($7.5 billion), Singapore ($1.9 

billion), South Africa ($2.5 billion), Turkey ($3.6 billion), Thailand ($3.6 billion), and 

Venezuela ($5.9 billion) (World Bank, 1999).

Considerable privatization also took place in African countries. However, in view of 

the smaller size of their economies and their lower level of development, the proceeds from 

privatization during the same period were substantially lower in absolute terms for these 

countries, with the exception of South Africa. Nevertheless, privatization proceeds amounted 

to US$ 864 million in Ghana, $227 million in Kenya, $197 million in Zimbabwe, $140 

million in Tanzania, $730 million in Nigeria, and $412 million in Zambia (The South Centre, 

1999).

In developing countries, the causes of privatization seem to be different from those in 

industrialized countries. A study by Ramamurti (1992) indicated that privatization was more 

likely to be pursued by countries with high budget deficits, high foreign debt, and high 

dependence on international agencies like the World Bank and the IMF. In regions such as 

Latin America and Asia, the trend was also more likely in countries that (a) seemed to have 

overused state enterprises in the past, and (b) those in which the private sector had grown
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faster than average and was thus more ready to assume tasks once assigned to state 

enterprises (Ramamurti, 1992).

The privatization policy has been adopted by many developing countries during the 

last two decades. Government leaders have embraced privatization for many reasons. They 

believe that privatization enhances the efficiency of enterprises by motivating employees to 

be more productive through worker and management share-ownership. Besides, privatization 

reduces the national debt through the sale of SOEs and the elimination of government 

subsidies. Government leaders also hope that privatization will lead to sustained economic 

growth, which will help their nations become industrialized countries as a result (Miller, 

1997).

Privatization was ostensibly undertaken for a number of reasons including improving 

economic efficiency, reducing the drain on government resources caused by public sector 

losses, raising revenues for the government, and helping to pay off the foreign debt by raising 

foreign exchange through the sale of public assets to foreign multinationals (The South 

Centre, 1999). In most developing countries, privatizations were strongly encouraged if  not 

required under structural adjustment programs of the international financial institutions. It is 

generally recognized that the main motive for privatization in many countries was not 

efficiency, but rather the relaxation of the hard budget constraints which the international 

financial institutions enforced as part of their conditionality.

The utilities sector is the one that most countries pay attention to. Since the 1980s, 

more and more countries have attempted to lessen their political control of public utilities 

through forms of privatization. Privatization transactions in developing countries for the 

utilities sector have accounted for over a third of all privatizations since 1988 (Cook and
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Kirkpatrick 1995). Three main sectors in utilities that have been privatized include the

telecommunication sector, the electricity sector, and the water sector. The results appear to

vary. Some privatizations have resulted in improved and effective performance, while others

have been unsuccessful and ineffective. For instance, in developing countries such as

Bangladesh, privatization has been unable to deliver the promised benefits. In this case,

privatization has led to no substantial improvement of the performances of the firms.

Examples of successful cases are privatization of several utilities sectors in many countries in

Latin America such as Argentina, Chile, and Venezuela (Cook, 1999).

Khemani (1999) described another aspect of privatization through foreign takeovers

that affects many developing countries. He reports cases where foreign acquiring firms,

normally multinational enterprises, demand that governments erect barriers to entry or permit

certain pricing practices. He notes:

“Often developing and emerging market economies facing hard budget constraints or 
rising deficits, and/or are in desperate need of foreign investment, may have no 
choice but to cave in to such demands” (Khemani, 1999: 105).

Miller (1997) stated that in order to be successful in privatization in the future,

developing countries must maintain their priorities of increasing efficiency and competition

rather than focusing on short-term revenue. The governments must regularly inform the

public about the goals of privatization and explain how achieving these goals benefit their

citizens and nation. Governments must also carefully analyze the political impediments to

privatization and must develop plans to eliminate them. Finally, developing countries must

rely more on their own experiences with privatization than on models created by Western

industrial nations (Miller, 1997).

9
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Privatization in Thailand

The privatization of state-owned enterprises (SOEs) in Thailand has been underway 

for almost 50 years, but the local government’s privatization policy has become an important 

issue only in the last decade. The number of SOEs was reduced to 84 enterprises in 2003 

(Montreevat, 2004). The role of the private sector in SOEs has increased through the 

National Economic and Social Development Programs (NESDPs) with objectives varying 

due to prevailing economic conditions. The first NESDP was launched to encourage private 

participation in SOE operations, whereas the second NESDP set policies that kept SOEs from 

competing with private enterprises in industries that later were more efficient. In the third 

NESDP, the government limited its investment in some SOES due to oil crises, high 

inflation, and low economic growth. In the fourth and the fifth NESDP, the government 

supported private sector participation in SOEs by encouraging the large investments needed 

to maintain operations. The aim of the seventh NESDP was to improve the efficiency of 

SOEs. Finally, an explicit SOE reform has been implemented since the eighth NESDP.

The State Enterprise Policy Commission (SEPC) was established in 1998 in order to 

oversee the privatization and the reform process of SOEs. Several methods of privatization 

have been explored by the government to improve the efficiency of commercially oriented 

SOEs. In the past, privatization has been achieved through joint venture, leasing, concession, 

strategic sale, and public share offering, which are currently the preferred choices. By 

comparison, privatization through strategic sales and concession contracts are used on a case- 

by-case basis (Montreevat, 2004).

In Thailand, the government focuses on privatization as a remedy to poor 

performance in order to help increasing the potential of state-owned enterprises. The
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inefficiency of the Thai state enterprises, including high costs and poor quality of goods or 

services, is well known to the Thai public (Thanitcul, 2006). Indeed, since the early 1990s, 

Thai policy makers have planned to privatize state enterprises, but there has always been 

political opposition from politicians and trade unions. After the 1997 crisis, Thailand was 

under the IMF program (1997-1999). Thai policy-makers welcomed the IMF condition and 

incorporated privatization into a number of Letter of Intents submitted to the Executive 

Board of the IMF. Kagami (1999), a Japanese commentator, accurately pointed out that the 

objectives of privatization in Thailand would bring about (a) free entry and competition, (b) 

cost and price reduction, (c) improved services, (d) increased efficiency and efficient 

resource allocation, and (e) temporary assets sales income to the government, which helps to 

reduce deficits (Kagami, 1999).

According to McKeever Institute of Economic Policy Analysis’s comments, 

privatization is expected to help improve economic efficiencies, reduce the government 

burden, and improve service quality, coverage and reliability (McKeever Institute of 

Economic Policy Analysis, 2004). Montreevat (2004) pointed out that privatization has 

become one of the core programs in Thailand’s economic recovery. Due to improving market 

condition and profitability of SOEs, it is expected that the number of privatization 

transactions will steadily increase. Nonetheless, uncertainty in the world economy, as well as 

the concerns of management, employment, and government over foreign shareholding, 

remain a challenge. In particular, unions continue to strictly oppose any form of privatization. 

All of the issues need to be appropriately handled in order to expedite privatization in 

Thailand (Montreevat, 2004).
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Academic Background of the Problem 

The following is a discussion of the literature addressing the problem, intended to 

illustrate the importance academicians and researchers have given to the challenge of 

privatized firms as well as to the strategic management.

The Effects o f Privatization

Privatization of state owned enterprises has long been investigated via both 

theoretical and empirical approaches. Industrialized countries have been the pioneers in 

designing privatization policies. Many developing countries followed suit by privatizing their 

state-owned enterprises, so as to fulfill requirements for receiving financial aid and technical 

support from the World Bank and other international organizations. Most researchers believe 

that privatization is initiated to achieve pure efficiency objectives. Most empirical work has 

concentrated on testing the efficiency objective of privatization in industrialized countries. 

Few studies have tested the efficiency objective of privatization in developing countries (The 

South Centre, 1999; Al-Hmoud, 2002). Industrialized and developing countries have 

different market structures and economic environments that might suggest different effects of 

privatization.

Focusing on the Telephone Organization of Thailand, Prateapusanond (2001) 

conducted a study on performance and economic expectations of newly privatized 

telecommunication firms. Comstock (2001) studied the post-privatization financial 

performance of former state-owned enterprises by investigating three characteristics 

pertaining to the privatization of government enterprises: the fractional-selling behavior of 

governments, the initial return of privatization offers, and the long-term performance of
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privatization offers. Focusing on Zimbabwe, Muzangaza (2001) examined the causes of 

problems faced by privatization programs in developing countries. The author concluded that 

there are ideological and behavioral differences between state-owned enterprise and privately 

owned firms, and these differences create problems when ownership of enterprises passes 

from state to private hands (Muzangaza, 2001).

Attia (2001) examined the impact of privatization on the financial performance of 

firms in Egypt. Similarly, Miller (2002) examined the relationship between stock market 

development and the privatization of state-owned enterprises, while Al-Hmoud (2002), 

focusing on Mexico’s commercial banks, examined the impact of privatization on efficiency. 

Welch (2002) examined the effects of privatization transaction strategy on performance, 

concentrating on large-block shareholding and hybrid governance structures in developing 

economies. Wattanakul (2002) studied the effects of private ownership and competition on 

the post-privatization performance of formerly state-owned enterprises. This research showed 

that the transfer of ownership cannot by itself guarantee performance improvement of 

formerly state-owned enterprise.

Some new empirical research focusing on privatization includes: Privatization as a 

Means to Societal Transformation: An Empirical Analysis of Privatization in Central and 

Eastern Europe and the Former Soviet Union (Castater, 2003), Privatization: Theory, 

Evidence and its Role in Fostering Fragmentation (Guimaraes, 2003), Privatization in 

Malaysia at the Crossroads: Politics and Efficiency (Mohd. Nur, 2003), Privatization in the 

Turkish Economy and Neo-liberal Re-structuring of the World Economy (Ozturk, 2003), and 

Liberalization, Corporate Governance, and Privatization (Guedhami, 2003).
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Strategic Success Hypothesis

The Strategic Success Hypothesis, originally formulated by H. Igor Ansoff, states that 

a firm’s performance potential is optimum when 1) aggressiveness of the firm’s strategic 

behavior matches the turbulence, 2) responsiveness of the firm’s capability matches the 

aggressiveness of its strategy, and 3) the components of the firm’s capability are supportive 

of one another (Ansoff and McDonnell, 1990). This hypothesis has been empirically 

validated by many researchers (Abu-Rahma, 1999; Al-Hadramy, 1992; Chabane, 1987; Choi, 

1993; Djohar, 1991; Gabriel, 1996; Gustafson, 2003; Han 1999; Hatziantoniou, 1986; Jaja, 

1989; Lewis, 1989; Lorton, 2006; Mitiku, 1992; Moussetis, 1996; Phadungtin, 2003;

Salameh, 1987; Sullivan, 1987; Wang, 1991).

A rapid increase in the complexity and uncertainty of the business environment 

requires firms to modify and extend their traditional approach to change. Businesses have to 

undertake strategic change and transform themselves into adaptive enterprises in order to 

face and respond to increasing complexity and uncertainty. In other words, researchers point 

out that effective organizational change has become a critical element in organizational 

success and survival (Goodstein and Burke, 1991), and has forced firms throughout the world 

to modify corporate cultures, structures and systems to match the new environments (Burack, 

1991).
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Chapter Summary

This study was concerned with one of the most important problems of today’s 

formerly state-owned enterprises: the management of privatization by the government agency 

responsible or the acquiring private investor. The purpose of this study was to acquire 

empirical knowledge of privatization and performance of formerly state-owned enterprises in 

terms of strategic management. Emphasis was given to the relationships among behaviors 

revealed and actions taken in the privatization process and the success of privatization, as 

well as the relationships among the success of privatization, environmental turbulence, 

strategic aggressiveness, responsiveness of general management capability, strategic 

behavior, and performance of the privatized firm.

The problem addressed in this study has a theoretical and practical background. On a 

theoretical side, researchers have responded to the need of the business community to 

develop a common theoretical foundation for analyzing and solving problems of 

privatization. Academicians seek a valid theory that can explain the complexity of 

privatization. In spite of the vast amount of literature on the privatization, the need for 

empirical research is substantial. On a practical side, the existing literature showed a need for 

established guidelines that enable privatization leaders and top managers to understand the 

relative important of factors influencing the performance of privatized firm.

This study attempted to provide empirical evidence that the performance of the 

privatized firm is relatively proportional to the degree of the success of privatization, 

strategic aggressiveness, general management capability, and strategic behavior. It aims at 

identifying behaviors and actions that are prime predictors of the success of privatization.

The study also aims to test Ansoff s Strategic Success Hypothesis relating to privatizations.
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Chapter 2A 

THE GLOBAL MODEL: GENERAL 

THEORETICAL FRAMEWORK

The theoretical concepts and basis of this study are presented in this chapter. The 

chapter is divided into two sections, which are the general theoretical framework (chapter 

2A) and the research model (chapter 2B). Chapter 2A presents an in-depth review of 

literature relevant to the global and research models that were constructed in this study. The 

overview of privatization and methods of privatization are discussed in the first part of this 

chapter. Following the literature review on privatization, the global model and the literature 

review that supports it are described. Chapter 2B presents in detail the research model and 

the literature relevant to it.

Literature Review

The literature review discusses the theoretical principles and assumptions which 

relate to the global model. It can be divided into two parts: an overview of privatization and 

and an overview of the methods of privatization.

An Overview o f Privatization

Almost everywhere in the world, privatization has become a subject of much 

discussion and controversy. Different meanings are given to privatization by various authors 

in several diverse fields. In other words, the concept of privatization has not been yet
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clarified in both theory and practice (Bailey, 1987; Kolderie, 1986; Kay and Thompson,

1986). As noted by R.W. Bailey,

“One of the concepts in vogue is privatization. Although the concepts itself is unclear, 
it might be tentatively defined as a general effort to relieve the disincentives toward 
efficiency in public organizations by subjecting them to the incentives of the private 
market. There are in fact several different concepts of privatization” (Bailey, 1987: 
138).

J.A. Kay and D.J. Thompson agree with Bailey’s statement by noting that:

“Privatization is a term which is used to cover several distinct, and possibly 
alternative means of changing the relationships between the government and private 
sector” (Kay and Thompson, 1986: 18).

In addition, Palumbo and Maupin (1989) stated that defining privatization is not a 

simple matter, and that privatization is a complex concept with many meanings. The most 

common meaning refers to the change in ownership of an enterprise and consequently the 

change in its governance and control systems (Ramamurti, 1992; Zahra et al., 2000). The act 

of privatization includes actions and activities that transfer the ownership of state-owned 

enterprises to the private sector. Privatization is comprised of two important elements: 

methods and time. Privatization method refers to the new structure of ownership and the 

extent of its changes during the privatization process, whereas privatization time refers to the 

timing of the ownership structure change (Antoncic and Hisrich, 2003).

There is no generally accepted definition of the term privatization. Privatization has 

been employed to describe a wide range of policy initiatives that shift the balance of the 

delivery of any asset, organization, function, or activity from the public to the private sector 

(Prateapusanond, 2001). From an economic perspective, Weimer and Vining (1990) see 

privatization as one way of cutting down the inefficiencies associated with the monopolistic 

tendencies of government-owned enterprises. From their perspective, privatization could be
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defined as demonopolization, the process by which the government relaxes or eliminates 

restrictions that prevent private firms from competing with government bureaus or state- 

owned enterprises.

The reasons for privatization’s newfound popularity vary among different countries

and interest groups. In The Wealth of Nations, Smith (1776/1902) describes how government

benefits from privatization:

“In every great monarchy of Europe the sale of the crown lands would produce a very 
large sum of money, which, if applied to the payment of the public debts, would 
deliver from mortgage a much greater revenue than any which those lands have every 
afforded to the crown ... When the crown lands had become private property, they 
would, in the course of a few years, become well-improved and well-cultivated ... the 
revenue which the crown derives from the duties of customs and excise, would 
necessarily increase with the revenue and consumption of the people” (Smith, 
1776/1902: 349).

The reasons for poor performance of state-owned enterprises are myriad. 

Theoretically, a state-owned enterprise should be able to operate as efficiently as a private 

firm, given that both of them function in a competitive setting with the same rules and 

incentives. However, it practically has appeared difficult for governments to not intervene to 

provide publicly financed support for their state-owned enterprises and to not discriminate 

against their private competitors (Prateapusanond, 2001).

Governments engage in privatization programs to pursue different goals at different 

times. In other words, the objectives of privatization are as varied as the methods of 

privatization and the countries undertaking them. In reviewing the literature, Prateapusanond 

(2001) concluded that governments expect to achieve several objectives from privatization: 

raising revenues through the sales of state-owned enterprises, relieving the government from 

fiscal burden, generating new sources of cash revenue, attracting new foreign investment and 

technology, increasing productivity and operating efficiency of state-owned enterprises,
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developing the domestic capital market, minimizing government interference in the 

economy, promoting competition, dispersing business ownership, gaining political 

advantage, and responding to pressures from external agencies such as the International Bank 

of Reconstruction and Development, the International Monetary Fund and the World Bank.

It appears that countries adopt privatization policies in order to achieve positive social 

and economic outcomes. In addition to some intermediate outcomes of privatization, what 

really matters is the final outcome: increasing the GDP, employment, wealth and welfare of 

an economy that has undergone the privatization process. One important argument for 

privatization is the perception that public enterprise is less likely to behave in a cost- 

minimizing manner than is a private enterprise (Hutchinson, 1991). The speed of change can 

also affect the outcome of privatization efforts (Zahra et a l,  2000). In assessing privatization 

outcomes, evaluators should shift from internal criteria (cost reduction) to external criteria 

(increase in output) (Dunsire, 1991). In contrast, Hartley and Parker (1991) argue that the 

ownership structure itself may not provide expected efficiency gains, but such gains can be 

achieved only with subsequent changes in product market competition and management 

quality and incentive structures. This notion is in line with the argument by Zahra et al. 

(2000), who predicted that privatization outcomes would be achieved through prior 

privatization-induced organizational transformation.

Privatization should not be examined in isolation. Its success is likely to depend on at 

least two sets of complementary policies. The first is deregulation and the extent of 

deregulation of sectors with market power or in which government ownership represented a 

substantial percentage of total assets prior to privatization. The second is the establishment of 

a set of institutions that promote good corporate governance, which facilitates access to
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capital and allows recently privatized firms to finance their growth without dependence on 

the state. Many privatization failures can be explained by a lack of careful consideration of 

these two complementary sets of policies (Chong and Lopez-De-Silanes, 2004b).

Methods o f  Privatization

There are different methods of privatizing state-owned enterprises. Privatization 

methods differ in terms of their fiscal consequences (Mackenzie, 1997; Heller and Schiller, 

1989). Privatization programs may employ a wide range of techniques and options, and the 

choice of a specific privatization method depends on the characteristics of the country, 

industry, and SOE, as well as on the goals of the government. Basically, the methods of 

privatization employed in both developed and developing countries can be grouped into four 

categories: sales, management or lease contracts, mass privatization, and restitution.

Sales

There are three types of sales: public sales and auctions, negotiated sales to strategic 

investors, and management/employee buyouts. Public sales and auctions are most often 

employed when enterprises are divested singly. The methods include public offerings, sales 

of shares of already corporatized or publicly traded enterprises, or public auctions (Gupta et 

al., 2001). Public offering is the most common method used in developing countries. 

Generally, the government manages to sell all or part of shares it owns in the SOE to the 

general public. In contrast to public auctions and sales, negotiated sales enable the 

government to influence the divestiture to achieve its social objectives or to exclude 

unwanted buyers (e.g. foreign investors). Nonetheless, these constraints on the new owner
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can lead to a lower sale price, reducing the revenues that the government can use to finance 

social safety nets.

Management/Employee Buyouts (MEBs) have played a major role in a number of 

Eastern European countries. Politically, this method is the easiest way for a country to divest 

itself of a state-owned enterprise. In this method, the government allows managers or 

employees to purchase state-owned enterprises or a majority share of them. In other words, 

state-owned enterprises are sold or given away to insiders, often with payment accepted in 

the form of vouchers or deferred payment arrangements to address the problem of a lack of 

capital liquidity in the purchasers (Daniel and Siegelbaum, 1997). The government does not 

have to engage in adverse negotiations over future employment in the firm, leaving those 

decisions to managers and employees. The main disadvantage of management/employee 

buyout is that the bidding process is typically not competitive since outside investors are 

excluded from the process. A lack of competition like this can result in underpricing the 

asset. There is also a potential lack of efficiency gains because there is no infusion of the new 

capital, technology, and management skills that usually results from foreign direct 

investment (Prateapusanond, 2001).

Management or lease contracts

Under this method, the government retains ownership but delegates the management 

functions. Therefore, there is no transfer of assets to the private sector. Lease contracts are 

relatively rare in industrialized countries, but common in developing countries. For instance, 

lease contracts were used in the Lao People’s Democratic Republic (Otani and Pham, 1996). 

In Jamaica during 1981 to 1992, one-fourth of the 32 privatizations were leasing
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arrangements, mostly in tourism and agriculture (UNCTAD, 1995). Under lease contract, the 

private investor pays the government an agreed-upon annual fee to operate an SOE or other 

facilities. The private investor also assumes full commercial risk. Conversely, under 

management contract, the government pays a private operator an agreed-upon fee to operate 

an SOE or other facility in which the operator accepts full management and operational 

control (Prateapusanond, 2001). The impact of these two types of contracts on budget may be 

similar. If the private firm manages the enterprise efficiently, either contract can produce a 

steady stream of revenues for the government. The impact on the workforce, however, might 

be different. Management contracts generally provide for cost-plus payments to the manager, 

while in the case of a lease contract, a lessor has an incentive to raise prices and cut the 

workforce (Gupta et al., 2001).

Mass privatization

Mass privatization (labeled voucher/coupon privatization) has been most prominently 

applied in transitional economies. It does not generate revenues for the government because 

the shares are distributed to the population for free or for a nominal fee. However, a negative 

fiscal impact can occur if profitable enterprises are divested (Gupta et al., 2001). This 

method is designed to facilitate a rapid privatization program by minimizing the role of the 

state and maximizing the role of the market in the privatization process. Advocates of mass 

privatization emphasize that an important benefit to the market-based nature of mass 

privatization procedures is that it allows market reformers to introduce radical privatization 

rapidly, before potential opposition to such a program can be organized (Boycko, Shleifer, 

and Vishny, 1995). By distributing wealth to the population, the government can also
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overcome resistance to the privatization. The drawback of this method is that it guarantees 

diffuse ownership (Frydman, Rapaczynski, and Earle, 1993).

Privatization through restitution

Privatization through restitution is the return of nationalized properties to their former 

owners. This method of privatization has been prominently used in Estonia and, to a lesser 

extent, the Czech Republic (Havrylyshyn and McGettigan, 1999). Under restitution, the 

adverse effects on workers are likely to be as large and as rapid as in the case of public sales 

and auctions. Because this method is governed by legal and judicial considerations that may 

be outside policymakers’ discretion, the options for pre-privatization restructuring and for 

incorporating social concerns in the transfer of ownership to the private sector are quite 

limited. Furthermore, restitution does not generate any revenues, but in a case of a loss- 

making enterprise, the budget no longer has to cover the losses (Gupta et al., 2001).

The Global Model

The global model depicted in Figure 1 is a simplification of the reality of 

privatizations and was developed to include selected important or essential attributes that 

constitute and/or relate to privatizations. The relationships among its attributes are clearly 

mapped. The global model is divided into six sections. The top section, labeled as (1), 

concerns the economic and socio-political environment as well as strategic information 

filters. The layer below shows actors in the privatization and their behaviors and actions 

during the process. The left hand side, labeled as (2), shows the actors in the privatization 

process and their relationships. The right hand side, labeled as (3) and further depicted in

23

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

Figure 2 in chapter 2B as a part of research domain, shows strategic change during the 

privatization process based on the behavior of change leaders and participants. The layer 

below shows different strategies that can be used including societal strategy, 

competitive/operating strategy, and business strategy (strategic diagnosis). The left hand side, 

labeled as (4), shows competitive/operating strategy and its interactions with the internal 

environment. The center of this layer, labeled as (5), shows societal strategy and its three 

substrategies: social responsibility strategy, legitimacy strategy, and political-commercial 

strategy. The right hand side, labeled as (6) and further depicted in Figure 2 in chapter 2B as 

a part of research domain, shows the strategic success hypothesis, which is used to analyze 

the organization’s strategy and capability compared to its business environment. The next 

section reviews the selected literature and direction of research that supports the global 

model.

24

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

Reproduced 
with 

perm
ission 

of the 
copyright owner. 

Further reproduction 
prohibited 

without perm
ission.

Environmental Turbulence o
Strategic Information Filters

K>

Economic and Socio-Political Environment

Actors in the Privatization 
Process

Strategic Change during the Privatization Process
Top 

Management
Success Measures \

Strategies/ capabilities |
chosen quality, success o f  I
implementation, overall /
success o f  the privatization J

Management o f  the Privatization Process
External 

Change Agents
Division
Managers Leader’s anticipation, diagnosis o f  support/resistance, 

involvement o f  participants, rewards & incentives, resistance 
knowledge/information development, and planning skills

Government Privatization

Success o f 
Privatization

Influence Perception o f  ^  
Environmental TurbulenceStakeholders

Platform Building Privatization Actions Sequences
The Rest o f 

Organization Top mgt. support, power base, an 
acceptance development, and a 
shared vision development

Strategies/capabilities implementation 
and segmenting planning and 
implementation,Stakeholders’ Perception 

o f the Organization

Influence Perception of
Environmental Turbulence Strategic Success Hypothesis

Legislative Environment/ 
Rules o f  the Game

Capital Resource 
Availability

Ideal 
Strategic 

iveness

Strategic 
Aggressiveness 

Gap

Actual 
Strategic 

Aggressiveness
Societal Strategy

Competitive/Operating 
Strategy

Ideal
Strategic
Behavior

Actual
Strategic
Behavior

Ideal 
General Mgt 

Capability

Actual 
General Mgt 

Capability

General Mgt 
Capability 

Gap

Social 
Responsibility 

Strategy

Legitimacy
Strategy

Socio
Politico

Commercial
Strategy

Competitive
Behavior

Competitive
Budget

r
 Strategic 
Behavior

Implementation

P erfo rm an ce  o f  th e O rgan iza tion

— ► Flow o f  Influence

—  > Flow o f  Information

□ Actors

□ Independent
variables

o Intervening variables

□ Dependent variable

Figure 1. The global model of factors related to privatization



www.manaraa.com

To illustrate the variables and relationships depicted in the global model shown in 

Figure 1, this section discusses the relevant theoretical principles and selected literature. The 

review of the literature on the global model is divided into six sections: (1) the economic and 

socio-political environment as well as strategic information filters, (2) the actors in the 

privatization and their relationships, (3) strategic change during the privatization process, (4) 

competitive/operating strategy, (5) societal strategy, and (6) the strategic success hypothesis. 

However, this chapter will discuss only 4 sections: (1), (2), (4), and (5). The literature review 

for section (3) and (6) will be provided in details in chapter 2B, since they are parts of the 

research domain for this study.

Economic and Socio-Political Environment 
and Strategic Information Filters

This section reviews the literature on the economic socio-political environment and 

strategic information filters. The basic theory in this section is that organizations collect and 

process information about their external environment and base their organizational actions on 

the perception of the external environment. The discussion of the economic and socio

political environment as well as strategic information filters is provided as follows.

Economic and Socio-Political Environment

The importance of the environment as a determinant of strategy has been explored by 

many researchers (Aguilar, 1967; Hofer and Schendel, 1978; Steiner, 1969; Thompson and 

Strickland, 2001). Some consider the task and/or the general environment (Dill, 1958; Fahey 

and Narayanan, 1986; Kotter, 1978; Thompson, 1967). Others consider the industry/ 

competitive environment (Porter, 1980) and the social and cultural environment (Schien,
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1980). The relationship between the organization and its environment was further described 

by Lawrence and Lorsch (1969), who along with Negandhi and Reimann (1972) showed that 

the internal structure of the organization is contingent on the environment. How this 

environment affects or causes any changes in the organization will depend on the perceptions 

of the conditions and the attention given to the perceived conditions by policy-makers 

(Downey and Slocum, 1975; Duncan, 1972; Zaltman et al., 1973).

Pearce and Robinson (1982) distinguished operating environments and remote 

environments. The idea of operating environment resembles Thompson’s (1967) concept of 

task environment; it is composed of those industry and competitive conditions and forces that 

affect the choice and attainment of the firm’s objective/strategy combination. The remote 

environment also resembles Thompson’s (1967) concept of general environment; it is 

composed of those sectors of the environment that have an indirect influence on the 

organization such as the government, economic conditions, technology, and socio-cultural 

sectors (Asheghian and Ebrahimi, 1990).

Porter (1980) viewed the environment as a very broad concept that encompasses both 

social and economic forces. The author stated that a key aspect of the firm’s environment is 

the industry or industries in which it competes. The author further noted that industry 

structure determines the competition rules and strategy available to the firm. In focusing on 

the competitive environment, the author determined that the firm is influenced by five forces: 

1) threat of new entrants, 2) rivalry among existing firms, 3) threat of substitute products or 

services, 4) bargaining power of suppliers, and 5) bargaining power of buyers.

Montanari (1979) explained that organization behavior is influenced by a perceived 

need for response as well as by the environment itself. Nevertheless, whether changes in the
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environment are perceived rightly or not, they are bound to impact the organization either 

positively or negatively. Starling (1988) discussed the societal context of business by 

identifying five different business environments: social, political, technological, economic 

and international.

Environmental turbulence is the degree of novelty, complexity, and speed of change 

in the environment (Ansoff and McDonnell, 1990). Emery and Trist (1965) described the 

external environment as composed of several distinctive segments at different levels of 

turbulence. Using this insight, Ansoff, Declerck, and Hays (1976) were able to develop the 

environmental turbulence scale. Ansoff and McDonnell (1990) measured environmental 

turbulence on a five-point scale: 1) repetitive, 2) expanding, 3) changing, 4) discontinuous, 

and 5) surprising.

According to open systems, Ansoff and McDonnell (1990) and Daft and Weick 

(1984) concluded that successful organizations are those that receive and accurately process 

information from the environment. Scott (1992) pointed out that organizations are systems 

which are largely dependent upon their environments. The author also observed that the 

development of the institutional environment of the organization affects both cognitive and 

normative systems.

Strategic Information Filters

Ansoff and McDonnell (1990) provided a model of strategic information and pointed 

out that management information consists of three types of strategic information filters: 

surveillance filter, mentality filter, and power filter. The environmental surveillance and 

analysis techniques are viewed as a filter through which information about the external

28

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

environment must pass on its way into the firm. Based on his research, Sutcliffe (1994) 

pointed out that decision makers accurately perceive environmental issues and formulate 

their strategies based on their own perceptions. Despite attempts to objectively gather and 

process environmental information, however, evaluations are likely to include various 

degrees of subjective judgment from the managers who are processing it. In other words, the 

interpretation of the environmental surveillance data is influenced by the individual 

judgments and perceptions of involved managers (Bourgeois, 1985), which are highly 

influenced by the manager’s culture, personality, mindset, and prior experiences (Ansoff and 

McDonnell, 1990).

If the filter is sufficiently open to capture the full richness of the environment, the 

resulting image within the firm will be faithful to the external environment. On the other 

hand, if  the filter is too restrictive, the data which find their way into the firm will distort and 

oversimplify reality (Ansoff and McDonnell, 1990). Nevertheless, due to bounded rationality 

and organizational filtering, not all opportunities and threats are perceived by managers 

(Kumar, Subramanian, and Strandholm, 2001) and not all environmental information is 

categorized in the same manner by all organizations. Depending on an organization’s filters, 

a single issue can be categorized by one organization as an opportunity and as a threat by 

another.

Using a model of strategic information, Ansoff and McDonnell (1990) conclude that 

“signals and data about the future trends and possibilities in the environment are brought into 

the firm by means of environmental surveillance, forecasting and analysis” (p. 66). The data 

that reach the firm are processed by the surveillance filter, and characteristics are determined 

by forecasting and analysis techniques used by the firm. This data will further pass through
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two additional filters (mentality and power) and become information upon which strategic 

decisions are based (Ansoff and McDonnell, 1990).

The mentality filter can be found in sociological and psychological literature. 

Generally, the mentality filter will screen incoming data by identifying parts of the data 

which are relevant to the mental success model of managers’ historical experience. Data will 

be disregarded when general management capability is not aligned with environmental 

turbulence. While familiar data are likely to be used by managers, unfamiliar data are usually 

ignored and considered irrelevant to strategic decisions if  the general management capability 

is not aligned with environmental turbulence. After passing through the mentality filter, data 

will passe through the third filter, the power filter. This process occurs before information is 

used for strategic decisions. Ansoff and McDonnell (1990) noted that “novel information will 

not find its way into management responses, unless the managers with the strategic/creative 

mentalities have the power to assure its acceptance” (p. 65). Therefore, the power filter is 

exercised by people who are authorized to make decisions and implement needed strategic 

actions. If the powerful managers lack the appropriate mentality, they will then persist in 

preventing vital novel signals from affecting decisions (Ansoff and McDonnell, 1990).

Actors in the Privatization Process 

As shown in section 2 of the global model (Figure 1), any change in the environment 

will send signals to the actors in the privatization. These signals will move through strategic 

information filters composed of the organizational politics, culture, and cognition of 

individuals; the signals are later perceived by the actors. These strategic information filters
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might block or change the original signal of the change, depending on the strength and nature 

of the filters.

According to the global model shown, the changes might be perceived by different 

actors in the privatization, including the government, top management, division managers, 

and stakeholders. The last includes stockholders, the board of directors, owners and other 

organizations and individuals who have a strong influence on the organization. In addition, 

external change agents, such as consultants who might be recruited by the government, by 

the top management, or by stakeholders, may also influence the change process of the 

privatization. Finally, the rest of the organization, which might include middle management 

and employees, may also perceive the change. Furthermore, stakeholders as well as the 

legislative environment and the rules of the game might also induce the rest of the 

organization to perceive environmental turbulence or change. The legislative environment 

and the rules of the game may influence capital resource availability. Information about 

capital resource availability will reach the organization.

All actors previously mentioned might influence the top management, depending on 

their strategic information filters and their power to influence the top management. The 

government, top management, division managers, the rest of the organization, and to some 

extent the external stakeholders may generally be influenced by their historical strategic 

aggressiveness and the general management capability of the organization, since both are 

associated with the type of past behavior that led to either success or failure for the 

organization. The top management may react to the perceived changes in several different 

ways, such as by suffering strategic myopia. The behavior of top management is generally 

considered to be the key component in the performance of the organization (Weiner and

31

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

Mahoney, 1981; Day and Lord, 1986; Thomas, 1988) as well as in a successful change effort 

within the organization (Nadler and Tushman, 1990; Lombriser, 1992). Either new or 

changed top management, replacing previous myopic top management, or original top 

management with a vision of the future might assume to be privatization leaders. Moreover, 

privatization leaders might also be selected among division managers and other people within 

the organization as well as among people from the government or external change agents.

The Government

By definition, a government is a body that has the authority to make and the power to 

enforce laws within a civil, corporate, religious, academic, or other type of organization or 

group. In its broadest sense, to govern means to administer or supervise, whether over a state, 

a set group of people, or a collection of assets. Effective governments possess two attributes, 

authority and legitimacy. Under modem political theory, governments generally have three 

main powers: 1) legislative power to make laws, 2) executive power to implement laws, and 

3) judiciary power to judge and apply punishment when laws are broken (Wikipedia, 2006). 

Governments that have higher poverty and lower incomes are less likely to privatize state- 

owned enterprises than are governments that have lower poverty and higher incomes (Warner 

and Hefetz, 2000).

Savas (1987) discusses four pressures that cause government to grow. First of all, 

demographic changes cause increased public demands. Second, the public desires to ratify 

social ills or to preserve existing social programs. Another pressure is the demands of service 

providers such as government itself, caused by political imperatives, government 

monopolies, and employee voting. Finally, government sometimes grows as a consequence
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of inefficiencies such as overstaffing, overpaying, and overbuilding. The author concludes

that when government caves into these pressures, it no longer serves the public interest.

Stone (2002) explains in detail corporate sector restructuring and the role of the

government in time crisis. According to the article, large-scale corporate restructuring

requires the government to take a leading role in establishing priorities, limiting the

economic and social costs of crisis, addressing market failures, and dealing with the

obstructions posed by powerful interest groups. The role of the government in this strategic

change is highly country-specific owing to its complexities, social consequences, and

involvement of different elements of society. The author further explained that the need for

the government to expand and shrink its role helps explain the long time needed to complete

the change. The new restructuring institutions are subject to economic and political

constraints that force the government to weigh difficult tradeoffs, especially between

restructuring’s short-term costs (unemployment, dramatic falls in asset prices, a steep

learning curve for new corporate managers) and long-term benefits (improved resource

allocation, and safer balance sheets). The author says of restructuring that

“The completion of restructuring is marked by the sale of most or all of the 
government's ownership of the private sector, which can grow to large levels after a 
crisis. Government ownership of the corporate sector can be direct, after the 
conversion of debt into equity, or indirect via government-owned asset management 
corporations and government recapitalization of banks. Successful privatization 
requires a transfer of control not only from the government, but also from current 
management” (Stone, 2002).

Stone (2002) concludes that corporate restructuring on a large scale is potentially one 

of the most challenging tasks faced by economic policymakers. In order to be successful, the 

completion of restructuring, which is generally a strategic change of the organization, 

requires the government to take the lead in establishing restructuring priorities, addressing
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market failures, reforming the legal and tax systems, and most importantly, dealing with 

obstructions posed by powerful interest groups.

Top Management

The behavior of top management is considered to be the key ingredient in the 

performance of the organization (Day and Lord, 1986; Thomas, 1988; Weiner and Mahoney,

1981) and in a successful change effort within the organization (Beckhard and Harris, 1987; 

Buller and McEvoy, 1989; Kotter and Schlesinger, 1979; Lombiser, 1992; Mackenzie, 1969; 

Nadler and Tushman, 1990). Nonetheless, several researchers point out that the change 

leaders are not always part of the top management, even though most literature on 

organizational change assumes that top management is also in charge of conducting the 

change (Bennis, 1966; Johnson, 1992; Tushman, Newman, and Romanelli, 1986). However, 

even those researchers agree that whether or not the top management is directly in charge of 

the change, their support of the change is a major determinant in its outcome. A substantial 

amount of empirical research supports this view.

Lombriser (1992) analyzed the impact of leadership behavior of general managers in 

charge of conducting discontinuous strategic changes in thirty Swiss business firms. After 

combining all independent variables of the study, the overall strategic leadership profile 

could explain 67 percent of the variance in the success of the discontinuous change effort. 

The author concluded that this was strong proof of the importance of high quality general 

manager leadership to successful discontinuous change. The study empirically validated 

many aspects of successful general management leadership behavior including 1) 

introduction of information/planning/control systems suitable for the nature and degree of the
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discontinuous change, 2) assurance of an organizational power structure supportive of 

change, 3) provision of appropriate personnel training and management development, 4) 

creation of an existing vision of the future, 5) use of images, concepts, language promoting 

strategic thinking (appropriate model of success), 6) encouragement of people to take 

appropriate risk allowance for mistakes, 7) anticipation of potential resistance, 8) building 

support and acceptance before starting the change process, 9) starting with people who 

support the change and promoting them, and 10) acquisition/assurance of a power position of 

the general manager that is strong enough to overcome resistance (Lombriser, 1992).

In addition, some researchers have suggested that one can analyze the effects of 

leadership on the organization by looking at the actual changes that occur in organizations 

after top management successions (Greiner and Bhambri, 1989). By applying the strategic 

success hypothesis, Ansoff and McDonnell (1990) pointed out that successful leadership 

behavior could not be generalized as applicable in all environmental settings. In contrast, the 

researchers argued and supported empirically that successful general managers’ actions at 

one environment turbulence level might not be effective at a different environmental 

turbulence level. Therefore, it is important to know the turbulence level of the environment.

The top management team influences organizational behaviors. Managers can lead 

the firm in the direction they prefer. The top management theory is called “managerialism 

theory” (Seth, Kean, and Pettit, 2000). The model posits that managers tend to seek higher 

growth in assets rather than in profits, since their compensations are based on the amount of 

assets managed.
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Employees below Top Management

Most of the literature concerning concerns the role of employees below the top 

management level in the change process investigates the degree to which they should be 

involved in the decision making and planning process (Barczak, Smith, and Wilemon, 1987; 

Buller and McEvoy, 1989; Grundy and King, 1992; Kearns and Hogg, 1988; Manz, Keating, 

and Donnellon, 1990; Nord and Tucker, 1987; Sashkin, 1984, 1986).

Locke, Schweiger, and Latham (1986) pointed out that many organizational theorists 

believe that employee participation or joint decision making is crucial to attaining employee 

commitment, productivity, and to successfully change organizations, but it is a tool that can 

be effective only in certain situation, and sometimes too much participation can also be 

counterproductive since it creates unrealistic expectations and increased complexity. Porras 

and Hoffer (1990) found that open communication and collaboration were the two most 

important behavior changes necessary for successful change implementation.

Achua (1992) analyzed management factors in strategic project management of 

innovation projects in twenty-two American manufacturing and service businesses. The 

author found that project success was positively correlated with the degree of cooperation 

and exchange of ideas between functional units of the project team throughout the process. In 

addition, project teams which communicated between all functional lines important for the 

project throughout the entire process were more successful than project teams which passed 

on the project to the next development stage without consulting with members of the team 

whose functions followed later on in the process. Moreover, the more the participants of the 

innovation project agreed with the leadership and management style of the project leader, the 

more successful was the innovation project.
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Stakeholders

In practice, profits are not the only viable objective of the firm. Stakeholders 

stimulate the pursuit of other goals that drive the firm’s behavior (Ansoff. 1979a; McManus 

and Hergert, 1988) Stakeholders are all parties, including shareholders, the board of 

directors, owners, as well as other organizations and individuals who have a strong influence 

on the organization’s behavior and performance, such as suppliers and consumers (Ansoff 

and McDonnell, 1990; Griffin, 2002).

Moreover, stakeholders may influence the government, the top management, 

managers, and the rest of the organization to perceive environmental turbulence or the 

changes in the business environment. Managers are assumed to be motivated by shareholder 

interests to create economic value.

External Change Agents

Staw (1982) suggested the use of external observers in a change effort since they are 

able to offer a clearer and more objective perspective of what occurs in the organization.

In addition to Staw’s (1982) suggestion, Tushman, Newman, and Romanelli (1986) 

found in their empirical research that change agents who were recruited from outside of the 

organization were 3 times more successful in initiating organizational change than change 

agents who came from within the organization. Furthermore, Cummings, Mohrman, and 

Mitroff (1989) stated that frequently large-scale organizational change restricts the freedom 

of movement and influence of top management within the organization, which may inhibit 

the leadership role in the change effort.
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Finally, Johnson (1992) pointed out that the most powerful members of the 

organization are usually the ones who are closet to the paradigm of the organization and thus 

fail to realize that the strategic change is needed if  the environmental turbulence shifts, and 

the old paradigm of the organization becomes no longer appropriate. Therefore, the authors 

recommended interventions by outsiders in strategic changes because their effectiveness will 

not be inhibited by habituation to the old organizational paradigm.

Competitive/Operating Strategy

Smith and Reece (1999) provide the concept of operations strategy by suggesting that

the pattern of decisions and actions made in each key decision area over time must reflect the

competitive priority established by the business unit. Wheelwright (1984) provides several

criteria for evaluating operations strategy. One of these criteria is the consistency between

operations strategy and the overall business strategy. The author stated that,

“An effective manufacturing operation is not necessarily one that promises the 
maximum efficiency, or engineering perfection, but rather one that fits needs of the 
business, that is, one that strives for consistency between its capabilities and policies 
and the business’s competitive advantage” (Wheelwright, 1984: 83).

Competitive strategy focuses on the industry competition that a firm faces, and how

the firm strategically copes with that competition. The competitive strategy approach is a

theoretical framework that owes much to Michael E. Porter. According to Porter (1996), a

firm must understand the industry and its drivers and choose a position that differs from the

competitors in the industry. The author states that competitive strategy is about being

different, which means deliberately choosing to perform activities differently or to perform

different activities than rivals to deliver a unique mix of value (Porter, 1996). Competitive

strategy involves positioning a business to maximize the value of capabilities that distinguish
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it from its competitors (Porter, 1980). Such a strategy involves obtaining information about 

competitors and using it to predict competitors’ behavior.

Porter (1980) proposed that regardless of industry context, organizations can choose 

from one of three generic competitive strategies. These strategies are: overall cost leadership, 

differentiation, and focus (niche). Organizations that pursue overall cost leadership as their 

competitive strategy seek to become the lowest cost producers in the industry. By 

emphasizing cost control, such organizations aim to make above average returns even with 

low prices. Differentiation competitive strategy, by contrast, aims to create a product or 

service that is unique from that of its competitors. Such organizations hope to create brand 

loyalty for their offerings, and therefore price inelasticity on the part of buyers. Popular 

approaches to differentiation include offering wide range of product or service offerings, 

special features, technology, high quality, and so on. This strategy must be supported by 

heavy investment in research and development and marketing. While both overall cost 

leadership and differentiation strategies are aimed at the broad market, organizations may 

choose to confine their product or service offerings to specific market areas or may decide to 

offer a smaller line of products or services to the broad market. This competitive strategy is 

called focus or niche strategy (Porter, 1980).

Previous empirical studies showed the relationship between the choices of generic 

competitive strategies across different environmental contexts (Miller, 1988). These studies 

conclude that an overall cost leadership strategy is appropriate in a history-driven 

environment, because discontinuous environments create severe diseconomies for 

organizations pursuing a low-cost strategy as they attempt to control costs and improve 

efficiency (Miller, 1988). On the other hand, Miller (1988) has shown that the more turbulent
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the environment the more useful it is to employ differentiation strategies based on mass 

marketing or product-market innovation. Frequent changes in customers’ tastes and 

competitors’ offerings demand that firms stay up to date by innovating a good deal or by 

marketing aggressively to continually convince customers of the advantages of new or 

existing products.

Competitive/Operating Behavior

Competitive and operating behavior is composed of the short-term responses 

necessary for a firm to make profitable the goods/rewards exchange with the environment. It 

achieves this profitability by attempting to produce as efficiently as possible and to secure the 

highest possible price and market share (Ansoff, 1965). In recent years, Porter’s (1980) five 

competitive forces and three generic competitive strategies have influenced much of the 

thinking on competitive behavior.

Ansoff (1965) suggests that operating behavior can evolve incrementally, whereby 

prices, quantities produced, and capacity change slowly and in steps. Operating behavior can 

also be discontinuous as evidenced by firms that launch price wars through drastic price 

reductions or by computer-assisted manufacturing. The objective in operating decisions is to 

maximize the efficiency of the firm’s resource conversion process or to maximize 

profitability of current operations. The key decisions involve pricing, establishing marketing 

strategy, setting production schedules, and inventory levels, and deciding on relative 

expenditures in support of research and development, marketing, and operations (Ansoff, 

1965).
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Kotha and Ome (1989) pointed out that the difference in performance of firms is a 

function of their relative ability to influence the five competitive forces within the industry. 

According to Porter (1980), the five competitive forces determine the ability of the firms in 

an industry to earn rates of return on investment that average in excess of the cost of capital. 

The five forces also determine profitability by influencing the prices, costs, and required 

investment of firms in the industry. The author argued that successful implementation of 

generic competitive strategies requires different internal resources and capabilities, 

organizational arrangements, control procedures, incentive systems, and styles of leadership 

and corporate culture. Moreover, research has shown that different capabilities exist between 

functional managers practicing a differentiation strategy and those employing an overall cost 

leadership strategy (Miller and Toulouse, 1986).

The literature review suggests a firm’s competitive behavior produces important 

effects on its performance within discontinuous and history-driven environments. Davis and 

Morris (1991) evaluated the impact that perceived environmental turbulence had on the 

entrepreneurial behavior and marketing activities of manufacturing firms. The authors found 

that perceived turbulence had a significant causal impact on both entrepreneurship and 

marketing orientations of the sampled firms. McGinnis and Kohn (1993) reached similar 

findings in their study of manufacturing logistics managers.

Several empirical studies have examined the impact of increased environmental 

turbulence on a firm’s competitive behavior by focusing on firms within a specific industry. 

Meyer, Brooks, and Goes (1990) studied the changes in competitive behavior of San 

Francisco hospitals during the 1980s, as that industry underwent dramatic changes. The 

authors found that hospitals adopted more entrepreneurial competitive behavior in response
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to increased environmental turbulence. In contrast, some researchers have argued that firms 

should maximize the uncertainties associated with operating in turbulent environments by 

adopting risk-averse competitive behavior (Miles, Arnold, and Thompson, 1993). Their study 

of tumiture manufacturers revealed significant negative correlations between turbulent 

environments and entrepreneurial competitive behavior.

Competitive/Operating Budget

Ansoff and McDonnell (1990) divided the operating budget into three categories: 1) 

support of continued profit making using the current capacity of the firm, 2) investment in 

capacity expansion, and 3) investment in increasing profits through cost reduction.

According to Govindarajan (1988), the amounts spent on differentiating factors such 

as advertising, high quality, fast delivery, and product R&D have generally been categorized 

as discretionary expenditures and are usually the first victims of cost-cutting measures. To 

tightly hold a division or SBU manager to budgetary goals is to place such factors at risk 

(Richardson and Gordon, 1980; Sata and Maidique, 1980). Divisions or SBUs that use 

overall low cost strategy make their profit on volume rather than on high profit margins, and 

they often have lower margins that divisions or SBUs that use differentiation strategy.

Societal Strategy

Societal strategy’s overall purpose is to guide the ways in which management intends 

the organization to respond to the major social demands placed on it. This type of strategy 

explicityly defines the organization’s social responsibilities: How it is expected to react to the 

demands of particular groups of external constituents. The idea of isolating social
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responsibility, in a separate strategy level from corporate, business, and functional, was 

introduced by Ansoff (1979b) and further modified by Schendel and Hofer (1979). Ansoff 

(1979b) stated that the original concept of product/market strategy appears as only one 

component of a much broader concept. It is called enterprise strategy, which is needed to 

integrate and relate the new dimensions of the strategic problems. Ansoff proposing 

developing societal legitimacy strategy as a response to the increasing importance of socio

political variables in the life of the firm. Included in these variables are new consumer 

attitudes, new dimensions of social control and, above all, a questioning of the firm’s role in 

society (Ansoff, 1979b). In other words, the author suggests concentrating managers’ 

attempts to deal with new liberal views about the social role of business, growing 

egalitarianism, and the proliferation of constrictive regulation, among other social demands, 

in a societal legitimacy strategy that specializes in matters of social responsibility. Ansoff s 

proposal for enterprise strategy goes beyond social responsibility issues to include other 

substrategy areas. Schendel and Hofer (1979) limit enterprise strategy to social-1 egitimacy 

concerns out of a belief that the other strategy areas are effectively addressed within 

prevailing definitions of corporate-business-and functional-level strategies. Therefore, the 

authors recommend that,

“Enterprise strategy attempts to integrate the firm with its broader noncontrollable 
environment, not in terms of product/market matches in a narrower economic sense, 
but in the sense of the overall role that business, as one of society's important 
institutions, should play in the everyday affairs of society... More explicit attention 
will have to be given to (societal legitimacy strategy) in the future, just as Ansoff 
suggests, just as it has been necessary to separate corporate and business strategy 
considerations from the problems of functional area interpretation, over the past two 
decades” (Schendel and Hofer, 1979: 49).

According to Ansoff and McDonnell (1990), societal strategy refers to societal 

posture analysis in this case. Once firms decide on a certain societal posture, it is realized
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through three related strategies: social responsibility strategy, legitimacy strategy, and socio

politico-commercial strategy. The social responsibility strategy includes not only constraints 

but also proactive behavior which the firm undertakes beyond its concern with growth and 

profit optimization. In terms of the formulation of this strategy, it begins with a social audit, 

which is a diagnosis of the firm’s present social responsibility strategy, followed by selection 

of social causes which management wishes to support, and then the development of 

modalities which will be used to support those causes (Ansoff and McDonnell, 1990). The 

authors further pointed out that social responsibility strategy designed to maximize such 

influence has been called an “enlightened self-interest strategy.” However, not all social 

responsibility strategies are undertaken in the spirit of enlightened self-interest. That is, some 

firms undertake social responsibility projects without an expectation that the costs incurred 

will lead to higher profits (Ansoff and McDonnell, 1990).

Legitimacy strategy is pursued by the firm that seeks to influence the rules of the 

game. The three principle steps in formulating this strategy are the aspirations analysis, the 

impact of constraints, and the power filed analysis. If this strategy is successfully formulated 

and implemented, it will have a direct and important impact on the firm through creating the 

rules of the game which make it easier to optimize its profit-seeking activity. Legitimacy 

strategy also involves activities which aim to create favorable rules through lobbying, trade 

associations and so on (Ansoff and McDonnell, 1990). Wood (1990) described legitimacy as 

part of the social responsibility of the firm.

Socio-politico-commercial strategy reflects the firm’s concern with societal forces. 

This strategy integrates the probable rules of the game with the firm’s commercial business 

strategy. Because there is a two-way influence between the commercial business strategy and
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the socio-politico-commercial strategy, the strategy formulation process is then an integrated 

one in which socio-political variables are integrated into the stages of competitive and 

portfolio analysis. Unlike legitimacy strategy that seeks to change the rules of the game, this 

socio-politico-commercial strategy seeks to take the best advantage of the existing rules of 

the game under which the firm has to do business (Ansoff and McDonnell, 1990).
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Chapter 2B 

THE RESEARCH MODEL

This chapter provides a detailed discussion of the research domain and is divided into 

four sections. These sections contain the research model and its description, research 

questions and the associated research hypotheses, the conceptual and operational definitions 

of research variables, and the literature relevant to the research model.

Research Model

The research model depicted in Figure 2 summarizes the research variables described 

in this section and presents a graphical outlay of the relationships among the different 

variables. The left side of the research depicts strategic change during the privatization 

process while the right side of the model depicts the strategic posture analysis used to test the 

Ansoff and McDonnell (1990) Strategic Success Hypothesis. Strategic change during the 

privatization process provides the relationships between behaviors revealed and actions taken 

(independent variables) and the success of privatization (dependent variable). This is divided 

into three main sections: platform building, management of the privatization process, and 

privatization actions sequences.

Previous studies dealing with the right side of the research model by doctoral students 

in strategic management at Alliant International University (formerly United States 

International University) have empirically validated the Strategic Success Hypothesis (Abu- 

Rahma, 1999; Al-Hadramy, 1992; Chabane, 1987; Choi, 1993; Djohar, 1991; Gabriel, 1996; 

Gustafson, 2003; Han 1999; Hatziantoniou, 1986; Jaja, 1989; Lewis, 1989; Lorton, 2006;
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Mitiku, 1992; Moussetis, 1996; Phadungtin, 2003; Salameh, 1987; Sullivan, 1987; Wang, 

1991), which states that a firm’s performance potential is optimum when:

1) Aggressiveness of the firm’s strategic behavior matches the turbulence.

2) Responsiveness of the firm’s capability matches the aggressiveness of its strategy

3) The components of the firm’s capability must be supportive of one another (Ansoff 

and McDonnell, 1990: 30-31).
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Research Questions and Hypotheses 

The research model presented above was used to develop the following 16 research 

questions (RQ) and hypotheses (H). In addition, the conceptual and operational definitions 

for research variables used in each research question and hypothesis are also provided in this 

section.

Research Question and Hypothesis 1 

RQ1: What is the relationship between top management support for privatization and 

success of privatization?

Hal : There is a significant relationship between top management support for 

privatization and success of privatization.

H01: There is no relationship between top management support for privatization and 

success of privatization.

Top Management Support fo r  Privatization

Top management support for privatization is defined as the act of agreeing on the 

privatization from top management. The measure of this support is not only how much 

support was given but also how visible this support is to the participants in the privatization. 

Operationally, it is measured by the degree of top management support of the privatization 

visible to the participants throughout the process using a 5-point Likert scale ranging from 1 

= no visible support to 5 = full visible support.
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Success o f  Privatization

Success of privatization is defined as an assessment of the achievement of the 

privatization as a whole. Operationally, it is the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization.

Quality o f chosen strategies and capabilities

Quality of chosen strategies and capabilities refers to the effectiveness of the chosen 

strategies and capabilities in their respective environments. This evaluation of quality was 

done without considering how well the organization actually implemented the 

strategies/capabilities. Operationally, it is the arithmetic mean of (1) scores for quality of 

chosen strategies, which were measured in terms of their effectiveness in the environment, 

regardless of how well the strategies were implemented, and (2) quality of chosen 

capabilities, which were measured in terms of how well they supported the chosen strategies, 

regardless of how well the capabilities were implemented. Both (1) and (2) are measured 

using a 5-point Likert scale ranging from 1 = bad to 5 = good.

Success o f implementation o f strategies and capabilities

Success of implementation of strategies and capabilities is defined as how well the 

chosen strategies and capabilities were actually implemented, regardless of how well they 

suited their respective environments. Operationally, it is the arithmetic mean of scores for (1) 

success of implementation of new strategies, which was measured by how well the new 

strategies were implemented, and (2) implementation of new internal capabilities, which was
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measured by how well the internal capabilities to support the strategies were implemented, 

regardless of their quality. Both (1) and (2) were measured using a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented.

Overall success o f privatization

Overall success of privatization is defined as an assessment of the achievement of the 

privatization as measured by the satisfaction of privatization leaders’ personal objectives. 

Operationally, it is measured by the overall achievement of the implemented privatization 

based on how well it satisfied the privatization leaders’ personal objectives, using the 5-point 

Likert scale ranging from 1 = unsuccessful to 5 = successful.

Research Question and Hypothesis 2

RQ2: What is the relationship between adequacy of power base and success of 

privatization?

Ha2: There is a significant relationship between adequacy of power base and success 

of privatization.

Ho2: There is no relationship between adequacy of power base and success of 

privatization.

Adequacy o f Power Base

Adequacy of power base is defined as privatization leaders having sufficient power at 

the beginning of the privatization to overcome possible resistance and carry through the 

privatization. Operationally, it is measured by the adequacy of privatization leaders’ power to
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overcome resistance at the beginning of privatization using the 5-point Likert scale ranging 

from 1 = inadequate to 5 = adequate.

Success o f Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures including quality of chosen strategies and capabilities, success of 

implementation of strategies and capabilities, and overall success of privatization. Quality of 

chosen strategies and capabilities is measured on the 5-point Likert scale ranging from 1 = 

bad to 5 = good. Success of implementation of strategies and capabilities is measured on the 

5-point Likert scale ranging from 1 = poorly implemented to 5 = well implemented. Overall 

success of privatization is measured on the 5-point Likert scale ranging from 1 = 

unsuccessful to 5 = successful.

Research Question and Hypothesis 3 

RQ3: What are the differences in the mean success of privatization among four 

initiation times for the development of acceptance for privatization and a shared vision of the 

organization’s position in its future environment?

RQ3a: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position, after the development of strategies and capabilities?
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Ha3a: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position after the development of strategies and capabilities.

H03a: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position, after the development of strategies and capabilities.

RQ3b: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop knowledge/information about the future environment, as 

well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment as well as planning skills of 

participants, in parallel with the development of strategies and capabilities?

Ha3b: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position, in parallel with the development of strategies and capabilities.

Ho3b: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2)
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privatizations that developed an acceptance for privatization and a shared vision of their 

position, in parallel with the development of strategies and capabilities.

RQ3c: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position, before the development of strategies and capabilities?

Ha3c: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position, before the development of strategies and capabilities.

H03c: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position, before the development of strategies and capabilities.

RQ3d: What is the difference in the mean success of privatization between (1) 

privatizations that developed an acceptance for the privatization among participants, as well 

as a shared vision of the organization’s position in its future environment, after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position, in parallel with the 

development of strategies and capabilities?
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Ha3d: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position, in parallel with the 

development of strategies and capabilities.

Ho3d: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position, in parallel with the 

development of strategies and capabilities.

RQ3e: What is the difference in the mean success of privatization between (1) 

privatizations that developed an acceptance for the privatization among participants as well 

as a shared vision of the organization’s position in its future environment, after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position, before the development of 

strategies and capabilities?

Ha3e: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, after the 

development of strategies and capabilities, and (2) privatizations that developed an
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acceptance for privatization and a shared vision of their position, before the development of 

strategies and capabilities.

Ho3e: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position, before the development of 

strategies and capabilities.

RQ3f: What is the difference in the mean success of privatization between (1) 

privatizations that developed an acceptance for the privatization among participants, as well 

as a shared vision of the organization’s position in its future environment, in parallel with the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position, before the development of 

strategies and capabilities?

Ha3f: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, in parallel 

with the development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position, before the development of 

strategies and capabilities.

H03f: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, in parallel
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with the development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position, before the development of 

strategies and capabilities.

Development o f Acceptance for Privatization and a Shared Vision o f  the 
Organization’s Position in Its Future Environment

Development of acceptance for privatization and a shared vision of the organization’s 

position in its future environment is defined as the act of building an acceptance/willingness 

to approve the privatization among its participants, as well as building a vision among 

participants in the privatization effort by privatization leaders. Operationally, it is measured 

by the initiation time of acceptance building among those participants important for the 

success of the privatization, as well as a shared vision of the organization’s position in its 

future environment. The study uses a time-dependent 4-point scale where 1 = not performed 

support, 2 = started after planning and implementing strategies and capabilities, 3 = started in 

parallel with planning and implementing strategies and capabilities, and 4 = started before 

planning and implementing strategies and capabilities.

Success o f Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on the 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on the 5-point Likert 

scale ranging from 1 = poorly implemented to 5 = well implemented. Overall success of
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privatization is measured on the 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 4

RQ4: What is the relationship between privatization leaders’ anticipation of 

challenges throughout privatization and success of privatization?

Ha4: There is a significant relationship between privatization leaders’ anticipation of 

challenges throughout privatization and success of privatization.

Ho4: There is no relationship between privatization leaders’ anticipation of challenges 

throughout privatization and success of privatization.

Privatization Leaders ’ Anticipation o f  
Challenges throughout Privatization

Privatization leaders’ anticipation of challenges throughout privatization is defined as 

the act of predicting any possible problems and challenges throughout the privatization by 

the privatization leader. These problems and challenges may include capacities, skills, 

knowledge and types o f information required by the privatization, and resistance to the 

privatization. Operationally, it is measured by the proportion of problems and challenges the 

privatization leader foresaw ahead of time throughout the privatization, including capacities, 

skills, knowledge and types of information required by the privatization, as well as resistance 

to the privatization. The study uses the 5-point Likert scale ranging from 1 = foresaw none 

or very few to 5 = foresaw all or almost all.
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Success o f  Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on the 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on the 5-point Likert 

scale ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on the 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 5 

RQ5: What is the difference in the mean success of privatization between (1) 

privatizations that conducted an analysis at the beginning of the privatization process to 

identify potential support/resistance from members of the organization considered important 

for success of privatization, and (2) privatizations that did not?

Ha5: There is a significant difference in the mean success of privatization between (1) 

privatizations that conducted an analysis at the beginning of the privatization process to 

identify potential support/resistance from members of the organization important for success 

of privatization, and (2) privatizations that did not.

Ho5: There is no significant difference in the mean success of privatization between 

(1) privatizations that conducted an analysis at the beginning of the privatization process to 

identify potential support/resistance from members of the organization important for success 

of privatization, and (2) privatizations that did not.
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Diagnosis o f Support/Resistance

Diagnosis of support/resistance is defined as the act of identifying possible support 

and resistance for the privatization by the privatization leader. Operationally, it is measured 

by whether or not the privatization leader conducted a diagnosis at the beginning of the 

privatization to identify potential support /resistance from members of the organization 

important to the success of the privatization, using 1 = no and 2 = yes.

Success o f  Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on the 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on the 5-point Likert 

scale ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on the 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 6 

RQ6: What is the relationship between the involvement of participants and success of 

privatization?

Ha6: There is a significant relationship between the involvement of participants and 

success of privatization.
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Ho6: There is no relationship between the involvement of participants and success of 

privatization.

Involvement o f Participants

Involvement of participants is defined as the act of engaging in the privatization by 

people who were important to the implementation of privatization. Operationally, it is 

measured by to what degree people important to the implementation of privatization were 

involved in the prior planning of it. The study uses the 5-point Likert scale ranging from 1 = 

not involved to 5 = fully involved.

Success o f Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on the 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on the 5-point Likert 

scale ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on the 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 7 

RQ7: What is the relationship between the rewards and incentives for participants and 

success of privatization?
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Ha7: There is a significant relationship between the rewards and incentives for 

participants and success of privatization.

Ho7: There is no relationship between the rewards and incentives for participants and 

success of privatization.

Rewards and Incentives fo r  Participants

Rewards and incentives for participants is defined as something that was given as a 

return to people who were engaging in the privatization. These rewards and incentives are 

bonuses, salary increases, promotions, increases in autonomy, support for risk taking, and 

other benefits. Operationally, it is the arithmetic mean of the scores of reward and incentives 

levels from these 6 attributes: bonus, salary increase, promotion, increase in autonomy, 

support for risk taking, and other benefits.

Bonus

Bonus is defined as a sum of money or an equivalent given to an employee in 

addition to the employee’s usual compensation. Operationally, it is measured by the level of 

bonus offered, using the 5-point Likert scale ranging from 1 = not offered or offered a very 

small amount to 5 = offered a very large amount.

Salary increase

Salary increase is defined as an increasing amount in fixed compensation for services 

paid to a person on a regular basis. Operationally, it is measured by the level of salary
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increase offered, using the 5-point Likert scale ranging from 1 = not offered or offered a very 

small amount to 5 = offered a very large amount.

Promotion

Promotion is defined as the act of promoting someone to a more senior position. 

Operationally, it is measured by the level of promotion offered, using the 5-point Likert scale 

ranging from 1 = not offered or offered a very small amount to 5 = offered a very large 

amount.

Increase in autonomy

Increase in autonomy is defined as the act of increasing the condition or quality of 

being independence. Operationally, it is measured by the level of autonomy increase offered, 

using the 5-point Likert scale ranging from 1= not offered or offered a very small amount to 

5 = offered a very large amount.

Support fo r risk taking

Support for risk taking is defined as an act of supporting new approaches or ideas 

with no predictable control over results or consequences. Operationally, it is measured by the 

level of support for risk taking offered, using the 5-point Likert scale ranging from 1 = not 

offered or offered a very small amount to 5 = offered a very large amount.

63

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

Other benefits

Other benefits is defined as any other rewards and incentives that are offered to 

participants in the privatization in addition to bonus, salary increase, promotion, increase in 

autonomy, and support for risk taking. Operationally, it is measured by the level of other 

benefits offered, the using 5-point Likert scale ranging from 1 = not offered or offered a very 

small amount to 5 = offered a very large amount.

Success o f Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on the 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 8 

RQ8: What is the relationship between resistance to privatization and success of 

privatization?

Ha8: There is a significant relationship between resistance to privatization and success 

of privatization.
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Ho8: There is no relationship between resistance to privatization and success of 

privatization.

Resistance to Privatization

Resistance to privatization is defined as the act of opposition against the process of 

privatization by participants. The symptoms of resistance are rejection, procrastination/ 

indecision, sabotage, persistence in old ways of doing things, and others. Operationally, it is 

the arithmetic mean of the scores of resistance levels from 5 resistance attributes: rejection, 

procrastination/indecision, sabotage, persistence in old ways of doing things, and others.

Rejection

Rejection is defined as the act of refusing to accept something. In this case, it refers to 

refusing to accept the privatization. Operationally, it is measured by the level of rejection 

using a 5-point Likert scale, ranging from 1 = did not exist or existed in a very small amount 

to 5 = existed in a very large amount.

Procrastination/Indecision

Procrastination/Indecision is defined as the act of postponing or delaying in doing 

something, in this case privatization. Operationally, it is measured by the level of 

procrastination/indecision using a 5-point Likert scale, ranging from 1 = did not exist or 

existed in a very small amount to 5 = existed in a very large amount.
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Sabotage

Sabotage is defined as the deliberate act of destroying property or obstructing normal 

operations during the privatization. Operationally, it is measured by the level of sabotage 

using a 5-point Likert scale, ranging from 1 = did not exist or existed in a very small amount 

to 5 = existed in a very large amount.

Persistence in old ways o f  doing things

Persistence in old ways of doing things is defined as the act of persisting or 

continuing doing things in the ways participants are used to, despite resistance.

Operationally, it is measured by the level of persistence using a 5-point Likert scale ranging 

from 1 = did not exist or existed in a very small amount to 5 = existed in a very large amount.

Others

Others are defined as any other forms of resistance from participants that occurred in 

the privatization, other than rejection, procrastination/indecision, sabotage and persistence in 

old ways of doing things. Operationally, it is measured by the level of other resistances using 

5a -point Likert scale ranging from 1 = did not exist or existed in a very small amount to 5 = 

existed in a very large amount.

Success o f Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies
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and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 9 

RQ9: What are the differences in the mean success of privatization among four 

initiation times for the development of knowledge/information about the future environment 

to be used in the planning of strategies and capabilities, as well as those of developing 

planning skills of participants important for the planning of the privatization?

RQ9a: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop knowledge/information about the future environment, as 

well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, after the development of strategies and capabilities?

Ha9a: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, after the development of strategies and capabilities.

Ho9a: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment,
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as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, after the development of strategies and capabilities.

RQ9b: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop knowledge/information about the future environment, as 

well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, in parallel with the development of strategies and capabilities?

Ha9b: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, in parallel with the development of strategies and capabilities.

Ho9b: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, in parallel with the development of strategies and capabilities.

RQ9c: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop knowledge/information about the future environment, as 

well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, before the development of strategies and capabilities?
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Ha9c: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the fixture environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, before the development of strategies and capabilities.

Ho9c: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants, before the development of strategies and capabilities.

RQ9d: What is the difference in the mean success of privatization between (1) 

privatizations that developed knowledge/information about the fixture environment, as well as 

planning skills of participants, after the development of strategies and capabilities, and (2) 

privatizations that developed knowledge/information about the fixture environment, as well as 

planning skills of participants, in parallel with the development of strategies and capabilities?

Ha9d: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed knowledge/information about the fixtixre environment, as 

well as planning skills of participants, after the development of strategies and capabilities, 

and (2) privatizations that developed knowledge/information about the fixture environment, 

as well as planning skills of participants, in parallel with the development of strategies and 

capabilities.

Ho9d: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed knowledge/information about the fixture environment, as
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well as planning skills of participants, after the development of strategies and capabilities, 

and (2) privatizations that developed knowledge/information about the future environment, 

as well as planning skills of participants, in parallel with the development of strategies and 

capabilities.

RQ9e: What is the difference in the mean success of privatization between (1) 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants, after the development of strategies and capabilities, and (2) 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants, before the development of strategies and capabilities?

Ha9e: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants, after the development of strategies and capabilities, 

and (2) privatizations that developed knowledge/information about the future environment, 

as well as planning skills of participants, before the development of strategies and 

capabilities.

Ho9e: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants, after the development of strategies and capabilities, 

and (2) privatizations that developed knowledge/information about the future environment, 

as well as planning skills of participants, before the development of strategies and 

capabilities.

RQ9f: What is the difference in the mean success of privatization between (1) 

privatizations that developed knowledge/information about the future environment, as well as
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planning skills of participants, in parallel with the development of strategies and capabilities, 

and (2) privatizations that developed knowledge/information about the future environment, 

as well as planning skills of participants, before the development of strategies and 

capabilities?

Ha9f: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants, in parallel with the development of strategies and 

capabilities, and (2) privatizations that developed knowledge/information about the future 

environment, as well as planning skills of participants, before the development of strategies 

and capabilities.

Ho9f: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants, in parallel with the development of strategies and 

capabilities, and (2) privatizations that developed knowledge/information about the future 

environment, as well as planning skills of participants, before the development of strategies 

and capabilities.

Development o f Knowledge/Information and Planning Skills

Development of knowledge/information and planning skills is defined as the act of 

acquiring knowledge and information about the future environment, to be used for the 

planning of strategies and capabilities of the privatization, as well as for acquiring planning 

skills of participants in the planning process of the privatization. Operationally, it is 

measured by the initiation point of acquiring knowledge/information about the future
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environment, as well as developing planning skills in participants important for the planning 

of the privatization. The study uses a time-dependent 4-point scale where 1 = not performed 

support, 2 = started after planning and implementing strategies and capabilities, 3 = started in 

parallel with planning and implementing strategies and capabilities, and 4 = started before 

planning and implementing strategies and capabilities.

Success o f Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 10 

RQ10: What are the differences in the mean success of privatization among different 

implementation sequences of strategies and capabilities?

RQlOa: What is the difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies and capabilities were developed at the same time?
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Ha10a: There is a significant difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies and capabilities were developed at the same time.

H010a: There is no significant difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies and capabilities were developed at the same time.

RQlOb: What is the difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies were developed first?

Ha 10b: There is a significant difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies were developed first.

H010b: There is no significant difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies were developed first.

RQlOc: What is the difference in the mean success of privatization between 

privatizations in which strategies and capabilities were developed at the same time and 

privatizations in which strategies were developed first?

Ha10c: There is a significant difference in the mean success of privatization between 

privatizations in which strategies and capabilities were developed at the same time and 

privatizations in which strategies were developed first.
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H010c: There is no significant difference in the mean success of privatization between 

privatizations in which strategies and capabilities were developed at the same time and 

privatizations in which strategies were developed first.

Implementation Sequence o f Strategies and Capabilities

Implementation sequence of strategies and capabilities is defined as an assessment of 

sequences in implementing strategies and capabilities for the privatization. Operationally, it 

is measured by whether strategies or capabilities were implemented first or whether both 

were implemented at the same time, such that 1 = capabilities were developed first, 2 = 

strategies and capabilities were developed at the same time, and 3 = strategies were 

developed first.

Success o f Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.
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Research Question and Hypothesis 11 

RQ11: What is the difference in the mean success of privatization between 

privatizations that used a sequential approach in the planning and implementation process 

and privatizations that used a modular approach in the planning and implementation process?

Hal 1: There is a significant difference in the mean success of privatization between 

privatizations that used a sequential approach in the planning and implementation process 

and privatizations that used a modular approach in the planning and implementation process.

Hoi 1: There is no significant difference in the mean success of privatization between 

privatizations that used a sequential approach in the planning and implementation process 

and privatizations that used a modular approach in the planning and implementation process.

Segmenting ofPlanning and Implementation o f Privatization

Segmenting of planning and implementation of privatization is defined as ways in 

which planning and implementation of the privatization were divided and executed. 

Operationally, it is measured by whether planning and implementation were sequential (with 

all planning coming first, followed by the implementation) or modular and concurrent (each 

with its own planning and implementation phase) using 1 = sequential approach and 2 = 

modular approach.

Success o f Privatization

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies
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and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 12 

RQ12: What is the relationship between strategic aggressiveness gap and 

performance of the organization?

Ha12: There is a significant relationship between strategic aggressiveness gap and 

performance of the organization.

H012: There is no relationship between strategic aggressiveness gap and performance 

of the organization.

Strategic Aggressiveness Gap

Strategic aggressiveness gap is defined as the degree of misalignment between ideal 

strategic aggressiveness and the actual strategic aggressiveness of the firm. Operationally, it 

is the absolute difference of environmental turbulence and the actual strategic aggressiveness 

of the firm.
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Strategic Aggressiveness

Strategic aggressiveness is defined as the discontinuity between successive strategic 

projects (Ansoff and McDonnell, 1990). Operationally, it is measured on a 5-point Likert 

scale ranging from 1 = stable to 5 = creative.

Environmental Turbulence

Environmental turbulence is defined as a measure of the changeability and 

predictability of the firm’s environment (Ansoff and McDonnell, 1990). Operationally, it is 

the arithmetic mean of the scores for complexity of the environment, novelty of change, 

rapidity of change and visibility of the future, as measured on a 5-point Likert scale ranging 

from 1 = repetitive to 5 = surprising.

Complexity o f the environment

Complexity of the environment is defined as the scope of internationalization that the 

firm encounters in the environment (Ansoff and McDonnell, 1990). Operationally, it is 

measured on a 5-point Likert scale ranging from 1 = local to 5 = global.

Novelty o f change

Novelty of change is defined as relative novelty of the successive challenges that the 

firm encounters in the environment (Ansoff and McDonnell, 1990). Operationally, it is 

measured on a 5-point Likert scale ranging from 1 = no change to 5 =new and unpredictable.
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Rapidity o f change

Rapidity of change is defined as the ratio of the speed of evolution of challenges in 

the environment to the average speed of response in the firm’s industry (Ansoff and 

McDonnell, 1990). Operationally, it is measured on a 5-point Likert scale ranging from 1 = 

much slower than response to 5 = much faster than response.

Visibility o f the future

Visibility of the future is defined as the predictability of whatever information about 

the future is available at the time a decision is made (Ansoff and McDonnell, 1990). 

Operationally, it is measured on a 5-point Likert scale ranging from 1 = always predictable to 

5 = unpredictable.

Performance o f the Organization

Performance of the organization is defined as the organization’s actual outputs or 

values as measured against its expected outputs, goals and objectives. Operationally, it is the 

arithmetic mean of the scores for three attributes: growth, profitability, and market share.

Growth

Growth is generally defined as an increase in business revenues or sales. 

Operationally, it is defined as an organization’s ability to generate the expected growth value, 

as measured on a 5-point Likert scale, ranging from 1 = none of the growth expectations was 

met to 5 = all of the growth expectations were met.
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Profitability

Profitability is defined as the ability of a firm to earn a profit. Operationally, it is 

defined as an organization’s ability to generate an expected profitability value, as can be 

measured on a 5-point Likert scale ranging from 1 = none of the profitability expectations 

was met to 5 = all of the profitability expectations were met.

Market share

Market share is the percentage or proportion of the total available market or market 

segment that is being serviced by a firm. Operationally, it is defined as an organization’s 

ability to generate an expected market share value, as measured on a 5-point Likert scale 

ranging from 1 = none of the market share expectations was met to 5 = all of market share 

expectations were met.

Research Question and Hypothesis 13

RQ13: What is the relationship between general management capability gap and 

performance of the organization?

Ha13: There is a significant relationship between general management capability gap 

and performance of the organization.

H013: There is no relationship between general management capability gap and 

performance of the organization.
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General Management Capability Gap

General management capability gap is defined as the degree of misalignment between 

ideal general management capability and the actual general management capability of the 

firm. Operationally, it is the absolute difference of environmental turbulence and the actual 

general management capability of the firm.

General Management Capability

General management capability is defined as the propensity and ability of general 

management to engage in behavior that will optimize attainment of the firm’s long-term 

objectives (Ansoff and McDonnell, 1990). Operationally, it is the arithmetic mean of the 

scores of eight general management capability attributes: strategic leadership style, problem 

solving skills, risk propensity, personal knowledge, attitude to change, model of success, 

change trigger, and problem priority.

Leadership style

Leadership style is defined as the style of direction and collaborative behavior 

exhibited by the general manager of the firm (Volberda, 1998). Operationally, leadership 

style is measured using a 5-point Likert scale ranging from 1 = custodial to 5 = creative.

Problem solving skills

Problem solving skills is defined as an individual’s information processes used in 

problem solving and decision making (Simon, 1960). Operationally, it is measured by the
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style of problem solving skills, using a 5-point Likert scale ranging from 1 = trial and error to 

5 = create alternatives.

Risk propensity

Risk propensity is defined as an individual’s willingness to take risks in strategic 

decisions (Ansoff and McDonnell, 1990). Operationally, it is measured as the level of risk 

propensity, using a 5-point Likert scale ranging from 1 = reject to 5 = seek novel risks.

Knowledge

Knowledge is defined as an individual’s scope of knowledge about the firm and its 

environment (Ansoff and McDonnell, 1990). Operationally, it is measured by the level of 

personal knowledge, using a 5-point Likert scale ranging from 1 = internal politics to 5 = 

emerging environment.

Attitude toward change

Attitude toward change is defined as an individual’s openness toward change (Ansoff 

and McDonnell, 1990). Operationally, it is measured by the flexibility of attitude toward 

change, using a 5-point Likert scale ranging from 1 = reject to 5 = create change.

Model o f  success

Model of success is defined as an individual’s perception of the type of strategic 

behavior that will lead to successful performance of the firm (Ansoff and McDonnell, 1990).
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Operationally, the favored model of success is measured using a 5-point Likert scale ranging 

from 1 = stability to 5 = innovation.

Problem trigger

Problem trigger is defined as the strength of signal required to initiate strategic 

change (Ansoff and McDonnell, 1990). Operationally, it is measured on a 5-point Likert 

scale ranging from 1 = react to crisis to 5 = innovative breakthroughs.

Problem priority

Problem priority is defined as the category of challenges faced by the firm that 

receives priority by general management (Ansoff and McDonnell, 1990). Operationally, it is 

measured on a 5-point Likert scale ranging from 1 = power struggle to 5 = creativity.

Environmental Turbulence

Environmental turbulence is measured by the arithmetic mean of the scores for 

complexity of the environment, novelty of change, rapidity of change and visibility of the 

future, as measured on a 5-point Likert scale ranging from 1 = repetitive to 5 = surprising. 

Complexity of the environment is measured on a 5-point Likert scale ranging from 1 = local 

to 5 = global. Novelty of change is measured on a 5-point Likert ranging from 1 = no change 

to 5 = new and unpredictable. Rapidity of change is measured on a 5-point Likert scale 

ranging from 1 = much slower than response to 5 = much faster than response. Visibility of 

the future is measured on a 5-point Likert ranging from 1 = always predictable to 5 = 

unpredictable.
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Performance o f  the Organization

Performance of the organization is the arithmetic mean of the scores for three 

attributes: growth, profitability, and market share. Growth is an organization’s ability to 

generate the expected growth value, as measured on a 5-point Likert scale ranging from 1 = 

none of the growth expectations was met to 5 = all of the growth expectations were met. 

Profitability is an organization’s ability to generate the expected profitability value, which 

can be measured on a 5-point Likert scale ranging from 1 = none of the profitability 

expectations was met to 5 = all of the profitability expectations were met. Market share is an 

organization’s ability to generate the expected market share value, as measured on a 5-point 

Likert scale ranging from 1 = none of the market share expectations was met to 5 = all of the 

market share expectations were met.

Research Question and Hypothesis 14 

RQ14: What is the relationship between strategic behavior gap and performance of 

the organization?

Hal 4: There is a significant relationship between strategic behavior gap and 

performance of the organization.

Ho 14: There is no relationship between strategic behavior gap and performance of the 

organization.

Strategic Behavior Gap

Strategic behavior gap is defined as the degree of misalignment between ideal 

strategic behavior and the actual strategic behavior of the firm. Operationally, it is the

83

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

absolute difference between (1) environmental turbulence and (2) the arithmetic mean of 

actual strategic aggressiveness and actual general management capability of the firm.

Performance o f the Organization

Performance of the organization is the arithmetic mean of the scores for three 

attributes: growth, profitability, and market share. Growth is an organization’s ability to 

generate the expected growth, as measured on a 5-point Likert scale ranging from 1 = none 

of the growth expectations was met to 5 = all of the growth expectations were met. 

Profitability is an organization’s ability to generate the expected profit, as measured on a 5- 

point Likert scale ranging from 1 = none of the profitability expectations was met to 5 = all 

of the profitability expectations were met. Market share is an organization’s ability to 

generate the expected market share, as measured on a 5-point Likert scale ranging from 1 = 

none of the market share expectations was met to 5 = all of the market share expectations 

were met.

Research Question and Hypothesis 15 

RQ15: What is the relationship between success of privatization and strategic 

behavior gap?

Ha15: There is a significant relationship between success of privatization and strategic 

behavior gap.

H015: There is no relationship between success of privatization and strategic behavior

gap-
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Success o f  Privatization

Success of privatization is measured as the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on 5-point Likert scale, ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on 5-point Likert scale, 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on 5-point Likert scale, ranging from 1 = unsuccessful to 5 = 

successful.

Strategic Behavior Gap

Strategic behavior gap is the absolute difference between (1) environmental 

turbulence and (2) the arithmetic mean of actual strategic aggressiveness and actual general 

management capability of the firm.

Research Question and Hypothesis 16 

RQ16: What is the relationship between success of privatization and performance of 

the organization?

Ha16: There is a significant relationship between success of privatization and 

performance of the organization.

H016: There is no relationship between success of privatization and performance of 

the organization.
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Success o f  Privatization

Success of privatization is measured as the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Performance o f the Organization

Performance of the organization is the arithmetic mean of the scores for three 

attributes: growth, profitability, and market share. Growth is an organization’s ability to 

generate the expected growth, as measured on a 5-point Likert scale ranging from 1 = none 

of the growth expectations was met to 5 = all of the growth expectations were met. 

Profitability is an organization’s ability to generate the expected profit, as measured on a 5- 

point Likert scale ranging from 1 = none of the profitability expectations was met to 5 = all 

of the profitability expectations were met. Market share is an organization’s ability to 

generate the expected market share, as measured on a 5-point Likert scale ranging from 1 = 

none of the market share expectations was met to 5 = all of the market share expectations 

were met.

86

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

Literature Relevant to the Research Model 

With privatization, managing strategic changes is essential. Generally, strategic 

changes that occur during the privatization process, and which directly impact strategy and 

general management capability, have to be carefully managed in order to achieve the 

organization’s objectives, missions, and strategy, and to improve efficiency and 

effectiveness. The following is a discussion of literature relevant to the research model. The 

literature review will provide a better understanding of strategic change in the privatization 

process and the strategic success hypothesis as a paradigm in determining the organization’s 

performance after the privatization was undertaken.

Strategic Change during the Privatization Process 

All theories and concepts related to strategic change during the privatization process 

are discussed in the following. These main concepts include strategic change, resistance to 

the privatization, measures to reduce resistance, and control of the privatization.

Strategic Change

Today’s turbulent environment requires businesses to modify and extend their 

traditional approach to change. Businesses have to undertake strategic change and transform 

themselves into adaptive enterprises in order to face and respond to increasing complexity 

and uncertainty. Pettigrew (1988) defined strategic change as “descriptive of the magnitude 

of alteration in... the culture, structure, product market, and geographical positioning of the 

firm, recognizing the second-order effects, or multiple consequences, of any such changes 

and, of course, the transparent linkage between firms and their sectoral, market and economic
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context.” Strategic changes necessarily involve many actions, which require months and 

years to accomplish. In a subtler but important way, it requires a basic rethinking of the 

beliefs by which the firm defines and carries on its businesses.

De Wit and Mayer (1999) identified two types of strategic change: evolutionary and 

revolutionary. The proponents of each approach take quite different views of how to 

implement change. The proponents of revolutionary or radical change point to the inherent 

inertia in organizations and propose that rapidly executed radical change is needed to 

overcome this inertia and achieve the desired strategic outcome, particularly in times of 

crisis. In contrast, the proponents of evolutionary or continuous change argue that it is more 

effective in the long term, as it requires staff to have a mindset of willingness to accept 

change, which is to be always focused on improvement. Unless this mindset is in place, they 

argue, revolutionary change will only achieve short-term results. Such an attitude to change 

is bound to the prevailing culture of an organization (De Wit and Mayer, 1999).

The concept of strategic change articulated by Pettigrew (1988) can be explained 

according to two main views: macro view and micro view. The macro view is concerned 

with a firm’s strategic behavior under the constraints arising from the industrial, sectoral and 

market level, and aims to understand how firms link competitive performance to their 

abilities to adapt to major changes in their environment. Within the macro view, there are 

two schools of thought. The first focuses on a firm’s behavior, emphasizing how a firm seeks 

to cope with external changes and identifies the most important factors and solutions. The 

second uses a change approach, observing strategic change through distinct models of 

change.
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The micro view focuses on strategic change by observing how firms rearrange their 

resources, streamline their operations, and enhance the quality of interdependence within 

their organization. Four major schools can be identified: resource deployment, decision 

making, organizational effectiveness and operational efficiency. Resource deployment 

stresses the reallocation of resources within a firm (Slywotzky, 1996). Decision making 

addresses the need to establish effective mechanisms in the decision-making process in order 

to facilitate change. Operational efficiency analyzes strategic change through the 

rejuvenation of a firm’s process by improvement and innovation. This form of micro view 

applies to most countries choosing to do the privatization (Pettigrew, 1988). The last form of 

micro view focuses on the improvement of organizational effectiveness. These specific 

concerns include structural change, cultural change, and learning-based change. Clearly, 

these three concerns are central to the privatization process. The structural change 

emphasizes the redesign of the organizational structure (corporate restructuring) in order to 

achieve synergy within the adopted strategy, contending that the effective restructuring of an 

organization will facilitate the formation of a flexible firm that can actively respond to 

changes (Heckscher and Donnellon, 1994). The cultural change focuses on the 

transformation of the individual’s psychological resistance (Lambert, 1993) and stresses how 

transformation can be achieved through leadership and education/training. The learning- 

based change emphasizes the role of bottom-up organizational change. Organizational 

learning involves the detection and correction of errors through two kinds of process (single

loop and double-loop learning) seeking to reveal the underlying problems (Argyris and 

Schon, 1978).
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Resistance to Privatization

Resistance to change is an important issue in managing strategic change that occurs 

during privatization, and it must be dealt with in order to ensure effective implementation of 

this change (Diamond, 1986; Goldstein, 1988). Diamond (1986) viewed resistance to change 

from the cognitive perspective. The author sees resistance to change as a process that fosters 

learning among organization participants. This process is achieved by means of 

interventionist efforts to promote learning while dealing with psychological defenses against 

change that serve to obstruct that learning. The author also believes that unconscious 

defensive techniques, such as compulsive, repetitive, security-oriented, error reducing and 

self-sealing human behavior, are modes for adaptation. These adaptive tendencies protect 

status quo and thus block learning. According to his work in 1990, the author argues that 

intervention aimed at changing the status quo challenges organizationally embedded 

defensive structures. Such interventions, as pointed out by Diamond (1993), are more likely 

to meet with resistance.

Bartunek and Moch (1987) also examined resistance to change from the cognitive 

perspective. The authors move from the premise that the world does not consist of events that 

are meaningful themselves. Rather, organizing frameworks or schemata guide cognitions, 

interpretations, or ways of understanding events. The notion of interpretation of change 

through schemata has received support in literature (Lau, 1990; Lau and Woodman, 1995). 

From an organizational viewpoint, schemata generate shared meanings for various subgroups 

within them. In their change and organizational development theory, Bartunek and Moch 

(1987) argue that when change is planned, an assessment of the three orders of change is 

needed first. These three orders are 1) tacit reinforcement of present understanding, 2)

90

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

conscious modification of present schemata in a particular direction and 3) the training of 

organizational members to be aware of their present schemata and thereby more able to 

change these schemata as they see fit. Esterhuyse (2003) contends that the second order type 

of change is not necessarily focused at the operational level of an organization; rather, its 

primary objective is to transform the structure, culture, defining values and overall form of an 

organization.

Lau (1990) offers a different change schema. The author identified three dimensions 

of a schema: 1) a causality dimension that provides the knowledge framework explaining 

why change occurs; 2) a valence dimension that allows a person to evaluate the significance 

of a specific event, process, person or relationship; 3) an inference dimension that enables a 

person to predict the future or make inferences by specifying the likelihood of the occurrence 

of events of behaviors. The author argues that these change schema dimensions are 

influenced by personal dispositional factors.

Lau and Woodman (1995) further developed the notion of linking change to personal 

dispositional factors. Their construct contains three variables: 1) locus of control, 2) 

dogmatism, and 3) organizational commitment. Locus of control refers to people’s beliefs 

concerning the source of control over events affecting them. In other words, people who 

believe that they have control over change events are not likely to resist change, while those 

who feel they have no control over the source of change may reject it. Some evidence 

suggests that loss of control is the primary cause of resistance to change, and that this 

resistance can be overcome by allowing employees to participate in decision making 

(Connor, 1992; Oreg, 2003; Sagie and Kolovsky, 2000). Dogmatism defines the extent to 

which a person’s belief system is closed or open. In other words, a highly dogmatic
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individual is rigid and close-minded and will have a change schema reflecting rigid beliefs 

about the value and consequences of change. Oreg (2003) refers to this state as cognitive 

rigidity.

The authors note that a person committed to an organization accepts its values, is 

willing to exert effort on its behalf, and wishes to remain in the organization. A highly 

committed person might more readily identify with and accept organizational change. 

Consequently, their study supported the notion that organizational commitment has 

significant direct effects on the impact and control dimensions of change. By contrast, 

Wanberg and Banas (2000) found that the dispositional trait of personal resilience, which 

comprises self-esteem and control, was not predictive of a more positive view of change. 

Nonetheless, the personal resilience construct was associated with an increased likelihood of 

accommodating a required change, and not necessarily related to whether the change is 

perceived as beneficial to the organization or not.

Ansoff and McDonnell (1990) stated that “the resistance to strategy-capability change 

is proportional to the difference between the historical and the new capability profiles” (p. 

256). According to Ansoff and McDonnell (1990), resistance to change is further defined as 

follows:

“Resistance to change is active and passive opposition to a change which produces
cost overruns, delays, distortions, or rejection of a change” (Ansoff and McDonnell,
1990: 490).

Resistance to change could be divided into behavioral and systemic resistances. 

Moreover, resistance to change could also be either individual resistance or group resistance. 

The following discusses the literature on resistance to change.
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Behavioral resistance

Culture is arguably one of the most important elements to be considered when 

dealing with resistance to change (Barczak, Smith, and Wilemon, 1987; Burack, 1991; 

Johnson, 1992; Schein, 1985a, 1985b; Wilmot, 1987; Woodman, 1989). The cultural view of 

organizations maintains that all organizations have within them the possibility and the 

capacity to change (McLean and Marshall, 1988). Morgan (1988) argues that a static view of 

an organization’s culture implies that either the environment is static or that the organization 

is closed to environmental changes. Since the early 1980s, the idea of corporate culture has 

acquired the status of a dominant concept in the popular academic management literature of 

the U.S. and the U.K.

Schein (1985b) defined three levels of cultural phenomena in organizations: (1) on 

the surface are overt behavior and other physical manifestations (artifacts and creations), (2) 

below this level is a sense of what ought to be (values), and (3) at the very deepest level are 

those things that are taken for granted as “correct” ways of coping with the environment 

(basic assumptions). Schein argued that although the first two levels reflect culture, only the 

third is the essence of it.

According to Kilmann, Saxton, and Serpa (1986), culture is to organization while 

personality is to the individual. The metaphor of culture as an organization’s personality may 

yield significant insights into how culture is formed and changed. Smircich (1983) stated that 

organizational culture is a metaphor drawn from anthropology and sociology, and refers to 

the webs of meaning that bind individuals into collectives. Furthermore, organizational 

culture is the essence of an organization’s informal structure and the pattern of beliefs and 

expectations shared by the organization’s members (Teece, 2000). Corporate culture refers to
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a firm’s values, beliefs, business principles, traditions, ways of operating, and internal work

environment (Thompson and Strickland, 2001). Corporate culture has been increasingly

central to firm change and revitalization (Burack, 1991). When a firm’s environment changes

(becomes more competitive), behavior based on past assumptions and values is likely to be

ineffective and the firm is likely to experience negative results. Such a condition creates

pressure for change. Moreover, a different type of culture is required for each of the different

knowledge strategies. However, a firm’s culture is strongly influenced by the values of the

founder and is very difficult to change (Schein, 1983).

Ansoff and McDonnell (1990) gave a definition of organizational culture as follows:

“Organizational culture is (a) a perception of the critical success factors shared by a 
unit of the firm, and (b) norms and values applied to selection of strategic projects” 
(Ansoff and McDonnell, 1990: 488).

To manage corporate culture during the privatization process, it becomes necessary 

for enterprises to first understand the main differences and similarities between state-owned 

and private enterprises. There are different views regarding whether or not private and state- 

owned enterprises are inherently different in respects other than ownership. The views range 

from those who claim little difference to those who propose that there are wider differences. 

Many people might wrongly think that public ownership of enterprises is an extreme form of 

government intervention (Jones and Sakong, 1980). In practice, nevertheless, it is common to 

observe the manipulations of the activities of the private sector by the government. In many 

instances, government-owned enterprises handle their business with as much autonomy as 

private ones. However, differences exist. Such impositions might have behavioral outcomes.

Jones (1982) stated that public enterprises are subject to internal government controls 

which are direct. This means the government has power to hire and fire managers. On the
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other hand, large private organizations are externally or indirectly influenced by the passage 

of laws, imposition of taxes, and jawboning. Whereas the conflict between public and private 

goals and procedures are usually tangential in private enterprises, they are central in state- 

owned enterprises. Another differentiating factor addressed is the issue of conflict objectives. 

Unlike private enterprises, state-owned enterprises do not have a clearly agreed upon and 

quantified choice for their domains of activities and technology. Their physical locations are 

often dictated by the government (Aharoni, 1981).

Ramamurti (1987) admitted that public sector managers have limited freedom to 

redefine goals or strategies. Besides, it would appear inappropriate to think that managers 

would change organizational performance very much in such setting. State-owned 

enterprises, however, are more autonomous than the rest of the public sector. In most 

countries they were created as distinct legal entities separate from the state. Ramamurti 

proposed three logical points to support his argument that it is possible for state-owned 

enterprises’ autonomy to be as great as that found in their private counterparts. These three 

points include the quality of government control, the view held about state-owned 

enterprises, and the possibility that the discretion of managers of private enterprises is 

equally or more limited than that of state-owned enterprises’ managers. The conclusion here 

is that state-owned enterprises in many countries enjoy a great deal of discretion in practice, 

and that this discretion can make a big difference in the performance of state-owned 

enterprises.

Power structure is another important factor that can cause behavioral resistance to 

occur. It can be defined as follows:

“Power structure is a term of convenience for a social organization in which control
of (the actions of) the group's members is held by a comparatively tiny number of
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individuals. The intensity, or focus, of the power structure is roughly proportional to 
the degree by which the controlled outnumber the controllers) multiplied by the 
tightness of control.” (Issuepedia, n.d.a.).

A power structure can also span several different organizations, sometimes including 

only some members of each. Power structures are not inherently harmful or unethical. Even 

in the most egalitarian organizations there will usually be some form of power structure, as it 

is both a natural human tendency and a reasonable solution to the complex problem of 

making decisions in a group. Indeed, probably any group of two or more people includes a 

power structure of some kind. Very intense power structures are often required in order to 

respond rapidly to emergency situations, e.g. in time of war. The problem arises when the 

maintenance of the power structure becomes the main reason for the group's existence. Any 

original purpose is then relegated to serving as an excuse for the group's activities 

(Issuepedia, 2006).

Ansoff and McDonnell (1990) defined power structure as an individual’s or group’s 

power or influence on or prestige in the organization. In addition, power structure can be 

formal or informal. Changes in the power structure are seen to cause resistance to change as 

well (Ansoff and McDonnell, 1990; Johnson, 1992).

Johnson (1992) proposed the view that the paradigm is itself a component of an 

interconnected cultural web, and stated that power structure is one of the tangible 

components of the organization. The author claimed that the most powerful managerial 

groupings in the organization are likely to be ones most associated with core assumptions and 

beliefs about what is important. He argued that changes which are politically threatening to 

individuals and groups will be resisted by them. He further stated that the most powerful
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members of the organization are usually the closet ones to the paradigm of the organization 

and therefore will resist changes.

Ansoff and McDonnell (1990) hypothesized that behavior resistance is proportional 

to the degree of the perceived cultural change plus the degree of perceived political change, 

and is decreased by the amount of time allowed for the transition

Systemic resistance

Resistance to change can come from individuals or groups within the organization, 

either negatively as protectiveness over the existing way of doing things, or positively as 

loyalty in preserving the organization (Ansoff and McDonnell, 1990). The authors stated that 

while behavioral resistance pertains to how individuals resist change, systemic resistance 

pertains to how the organization responds to the pressure created by the extra demands on its 

capacity (Ansoff and McDonnell, 1990). Removing resistance empowers people to act 

(Kotter, 1995).

Ansoff and McDonnell (1990) argued that systemic resistance to change is “induced 

by a lack of organizational competence or capacity for handling the change” (p. 490). In 

other words, it occurs when operating and strategic activities within the firm compete for 

organizational capacity. Unless special provisions are made, operating work tends to pre

empt the strategic work. Moreover, systemic resistance can also occurs when organizational 

competence is unsuited for supporting the strategic aggressiveness of the firm, and it will be 

proportional to the mismatch between the actual and required strategic capacity, and the 

mismatch between the aggressiveness of the new strategic behavior and the existing systemic
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competence. It will be inversely proportional to the speed with which change is introduced 

(Ansoff and McDonnell, 1990).

Individual resistance

Individual resistance to change arises from cultural norms, values, and defensive 

behavior, and is reinforced by society. It might be acquired in early childhood and carried 

though adulthood (Argyris, 1985; Diamond, 1986; McWhinney, 1989; Zaltman, Kotler, and 

Kaufman, 1972). Zaltman, Kotler, and Kaufman (1972) stated that individual resistance to 

change is created by habitually doing things a certain way. When a person copes successfully 

with a situation, he or she creates a pattern that persists in the person’s behavior.

Individuals go through a reaction process when they are personally confronted with 

major organizational change (Jacobs, 1995; Kyle, 1993). According to Scott and Jaffe (1988) 

this process consists of four phases: initial denial, resistance, gradual exploration, and 

eventual commitment. Unconscious processes arise as individuals respond to threats of 

change (Halton, 1994; O’Connor, 1993). Individuals unconsciously use well-developed and 

habitual defense mechanisms to protect themselves from change and from the feelings of 

anxiety that change causes (Oldham and Kleiner, 1990; De Board, 1978). These defenses can 

sometimes obstruct and hinder an individual from adapting to change (Halton, 1994).

Resistance is a natural part of the change process and is to be expected (Coghlan, 

1993; Steinburg, 1992; Zaltman and Duncan, 1977). Resistance occurs because change 

involves going from the known to the unknown (Coghlan, 1993; Steinburg, 1992; Myers and 

Robbins, 1991; Nadler, 1981). Generally, individuals seek a comfortable level of arousal and 

stimulation and try to maintain that state (Nadler, 1981; Zaltman and Duncan, 1977).
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Individuals differ in terms of their ability and willingness to adapt to organizational change 

(Darling, 1993). This is because individuals experience change in different ways (Camall,

1986). Some people tend to move through the change process rather quickly, while others 

may become stuck or experience multiple transitions (Scott and Jaffe, 1988).

Kotter (1996) asserts that individual resistance is actually quite rare. Instead, the 

author suggests that obstacles to change more often reside in the organization’s structure or 

in its performance appraisal or compensation system, which are not yet aligned with the 

desired new behavior (Kotter, 1996). Most recently, Dent and Goldberg (1999) noted that 

people do not necessarily resist change unless they believe it will cause loss of status, loss of 

revenue, or loss of power. These distinct factors, as well as a consideration of methods for 

circumventing them, are conflated under the umbrella of “resistance to change” (Dent and 

Goldberg, 1999).

Group/organizational resistance

Ansoff and McDonnell (1990) argued that group/organizational resistance may arise 

from norms, values and power structures within the group or organization. These might have 

evolved over a long period of time, creating a distinct culture for the group/organization that 

reacts defensively when threatened by privatization (Argyris, 1990; Diamond, 1986). In other 

words, according to Ansoff and McDonnell (1990), individuals of a group will come closer 

together over time and individual behaviors will become attributable to the group at large, 

even after historical group leaders have left. Therefore, group culture and power have an 

existence of their own. Furthermore, the authors pointed out that a “group will resist a change 

in proportion to which the change:
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1) Threatens the power of the group.

2) Violates accepted values and norms.

3) Is based on information which is regarded as irrelevant.

4) Is based on a model of reality which differs from the model held valid by the 

group” (Ansoff and McDonnell, 1990: 409).

It is the entity that adopts resistance behaviors. When resistance is studied from a 

psychological perspective, the subject is the individual (Cowan and Presbury 2000).

However, when it is studied from a political perspective, the subject is generally a group of 

actors (Jermier et al. 1994). Groups resist change when they fear a potential loss of power 

(Markus 1983).

Because the unit-level phenomenon of group resistance behaviors is the aggregate of 

individual behaviors, adopting a multilevel approach calls for an examination of the bottom- 

up process by which individual resistance behaviors emerge into group resistance. This 

process can be one of either composition or compilation. It is a composition process when the 

unit-level phenomenon “emerges from individual members’ shared perceptions, affect, and 

responses” (Klein and Kozlowski, 2000: 33). Group norms are an example of this type of 

phenomenon. The process is one of compilation when the unit-level phenomenon emerges 

from different, independent individual contributions that do not converge. Team members’ 

personality characteristics are an example (Lapointe and Rivard, 2005).

Measures to Reduce Resistance

On the subject of managing resistance during strategic change, Ansoff and 

McDonnell (1990) warned that:
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“Major strategic changes are frequently introduced without regard for the consequent 
resistance. The change is planned, ‘explained’ to those who are responsible for 
carrying out, and then launched. When implementation lags and inefficiencies occur, 
they are treated one at a time, typically on the level of the change process and not at 
the roots and sources of the resistance” (Ansoff and McDonnell, 1990: 412).

There are several measures to reduce resistance during the strategic change process

that need to be taken into consideration. They are mainly divided into two groups: climate

development and capability development. The literature relating to these measures are now

described.

Climate development

Many authors have argued that climate development actions are needed to build 

enough support to initiate and maintain the implementation of the change (Ansoff, 1988; 

Grundy and King, 1992; Manz, Keating, and Donnellon, 1990; Tushman, Newman, and 

Romanelli, 1986). However, Goodstein and Burke (1991) and Johnson (1992) pointed out 

that one way of dealing with resistance is to make members of the organization aware that 

change is needed. Another method is to reduce the anxiety and fears that promote resistance 

among participants in the privatization.

The first element considered important to reducing resistance is support by top 

management (Argyris, 1982; Buller and McEvoy, 1989; Johnson, 1992; Tushman, Newman, 

and Romanelli, 1986). Tushman, Newman, and Romanelli (1986) pointed out that top 

management has to be involved throughout the entire change process by specifying strategy, 

structure, people, and organizational processes, as well as by developing the implementation 

plan. In recommending strategies to reduce defensive routines and enable the organization to 

learn in a double-loop manner, Argyris (1990) pointed out the importance of beginning with
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the reeducation of top management and moving downward. This is because top management 

needs to set an example within the organization as to how its individuals should handle 

double-loop issues.

Lombriser (1992) found that general managers in charge of a discontinuous strategic 

change who initiate planning of the implementation of the strategic change, but delegate 

detailed planning to other participants, are more successful than general managers who are 

fully involved in all the planning of the implementation. Moreover, if the change is highly 

discontinuous, general managers who delegate the execution of action plans (in order to 

maintain a “helicopter vision” over the discontinuous strategic change) were also more 

successful than general managers who were fully involved in all aspects of the execution 

(Lombriser, 1992).

According to the study “Organising for Success,” commissioned by the Chartered 

Institute of Personnel and Development and led by Richard Whittington, Professor of 

Strategic Management at the Said Business School, University of Oxford, one ingredient in 

organizing for success is sustained top management support (E.leaming age, 2005). The 

surveys showed that personal commitment and political support on the part of top 

management was a crucial differentiator between success and failure in organizations.

Creating a future shared vision is the second action that is important to reduce 

resistance to change. Several authors consider the development and acceptance of a future 

vision of the end goal to be a fundamental element of an effective implementation of 

strategic change (Argyris, 1985; Beckhard and Harris, 1987, Mohrman, Mohrman, and 

Ledford, 1989). Vision is about action, and it can empower both leaders and followers to 

implement change. While incorporating a measure of today's success, vision transcends day-
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to-day issues. In addition, by providing meaning in both the present and the future, vision can 

empower and encourage leaders and followers to implement change (Sullivan & Harper 

1996).

Goodfellow (1985) claimed that a strategic leader must develop sensing networks, 

expand the target audience, gather and broaden the power base, alert the organization that 

change is coming, actively manage the planning and execution processes by linking every 

day-to-day action to the vision for change, continually communicate the vision for change to 

key internal and external constituencies, know about and plan for overcoming resistance, and 

be prepared for unexpected but necessary mid-course corrections. Successful change hinges 

on a vision of a desirable future. Vision can provide both a corporate sense of being and a 

sense of enduring purpose. Without a sensible vision, change efforts can dissolve into a list 

of confusing projects that take the organization in the wrong direction. It is important that the 

vision be easy to communicate (Kotter 1995).

Beckhard and Harris (1987) argued that the greatest single threat to successful change 

is the lack of attention given to the future desired state of the organization or its midpoint 

goal. The latter is described as a vision of a point along the change process that is not as 

abstract as the future vision, and which serves as a focal point for members of the change 

effort. The main advantage of a comprehensive view of the future state is that it allows 

members of the organization to visualize their own role in the change process, reduces 

uncertainty, and directs management’s attention to the causes of the change and away from 

the symptoms.

Cummings and Worley (2001) argued that creating a vision involves coming up with 

a description of core values and purposes that guide the organization, as well as offering an
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envisioned future toward which change is directed. Two major strategies used in coming up 

with a vision include discovering and describing the core ideology, as well as constructing 

the envisioned future. In describing the core ideology of a firm, the core values and purpose 

are clearly stated and relatively stable over a certain period of time. The core values include 

basic principles or beliefs by which the firm is represented. These values exist and remain 

with the firm throughout its entire existence. The core purpose within an organization is 

simply the firm’s reason for being, as well as the motivation that brings workers to work each 

day. The core ideology within a firm leads to and provides the context that is used in 

constructing the envisioned future. The envisioned future is specific to the change at hand 

and must be created in relation to the firm’s values and purpose. Two major elements must 

be included in communicating the envisioned future to organization members: bold and 

valued outcomes, and the desired future state. Bold and valued outcomes are specific 

outcomes that the organization would like to achieve, while the desired future state involves 

a vision of what the firm will look like when the bold and valued outcomes have been 

accomplished (Cummings and Worley, 2001).

Diagnosis is also another important action that can reduce resistance to change. 

Several authors have pointed out that diagnosis of potential problems among participants at 

the beginning of a strategic change will aid in detecting possible resistance. Nadler and 

Tushman (1989) stressed that diagnosis, which is associated with initiating change, is one of 

the principles of effective organizational frame bending. The authors stated that identification 

of the appropriate strategic and organizational changes comes from diagnostic thinking, 

which includes analyzing the organization in its environment and predicting the implication 

of anticipated changes, as well as understanding the organization’s strengths and weaknesses.
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Typically, diagnosis involves the collection, integration, and analysis of data about the 

organization and its environment. The assessment of the organization is usually based on 

some underlying model of organizational effectiveness. Managers should spend time 

understanding the potential environmental challenges and forces, identifying the critical 

success factors associated with achieving effective anticipation or response, and looking hard 

at the organizational strengths and weaknesses to gain a systematic view about what has to 

change and why (Nadler and Tushman, 1989).

Ansoff and McDonnell (1990) pointed out that one way of decreasing resistance is to 

identify potential resistors and supporters of the strategic change early in the change process 

in order to be able to take preventive or proactive measures. This will enable change leaders 

to address such potential resistance ahead of time, instead of merely reacting to it after 

resistance has already occurred. The authors also proposed the development of a resistance 

map in which potential supporters of the change as well as potential resistors are identified. 

Based on this resistance/support map, supporters of the change are encouraged and used to 

build a power base and resistors of the change are neutralized. By using Ansoff and 

McDonnell’s framework, Lombriser (1992) empirically supported this view by finding that 

managers who promoted supporters of the change and took firm action against people 

resisting the change were more successful that managers who did not use this strategy.

Involvement of participants is the fourth action that needs to be taken into account 

in reducing resistance. The degree of involvement of participants affected by the change in 

the decision making and planning process of the change is considered a critical means of 

reducing resistance to change (Barczak, Smith, and Wilemon, 1987; Buller and McEvoy,

105

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

1989; Grundy and King, 1992; Kearns and Hogg, 1988; Manz, Keating, and Donnellon,

1990; Nord and Tucker, 1987; Sashkin, 1984, 1986).

Locke, Schweiger, and Latham (1986) pointed out that many organizational theorists 

believe that employee participation or joint decision making is crucial to attaining employee 

commitment, productivity, and to successfully change organizations. However, the authors 

argued that this tool is effective only in certain situation, and that too much participation 

sometimes can be counterproductive, since it creates unrealistic expectations and increased 

complexity.

In a survey of 41 experts in the field of organizational development, open 

communication and collaboration were the two most important behavior changes necessary 

for successful change implementation (Porras and Hoffer, 1990). Nevertheless, 

communication and collaboration do not necessarily mean joint decision making. The authors 

argued that in many cases, an effective way of reducing resistance is to keep the members 

involved in the change informed.

One approach in viewing change is to look at it as an outcome of participation. 

Another popular approach in reducing resistance to change is to involve and engage 

organizational members in change processes. Even though the latter approach makes good 

sense, Neuumann (1989) found that two-thirds of the work force in their study chose not to 

participate even when opportunities to participate were provided. Glew et al. (1995) contend 

that willingness to participate does not only depend on opportunities to participate, but is also 

a function of factors that include the type of changes required from employees, how much 

changes are welcome, and the workload implications of participation.
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Reward and incentive systems that offer incentives to employees to implement and 

accept the change are considered important (Ansoff and McDonnell, 1990; Beckhard and 

Harris, 1987; Burack, 1991; Staw, 1982).

Lawler III and Worley (2006) pointed out that organizations can draw from an almost 

infinite number of approaches to reward individuals. They argued that people need to be 

motivated to take a job with a firm, to come to work each day, to continue to work there, to 

learn, to perform efficiently, and to accept change. The most widely accepted explanation of 

why people are motivated to work, perform, learn and change is what psychologists call 

expectancy theory. The theory argues that people are mostly rational decision makers, who 

think about their actions and act in ways that satisfy their needs and which help them reach 

their goals. The theory assumes, and research evidence confirms, that people typically try to 

deal rationally with the world as they see it. Moreover, the theory views people as proactive, 

future-oriented and motivated to behave in ways that they believe will lead to valued 

rewards. The theory does not suggest that people will always resist change; in contrast, it 

suggests they will seek it if it leads to their receiving valued rewards.

Capability development

Regarding the capability development issue, Argyris (1985, 1990, and 1992) stated 

that most organizations are unable to change in fundamental ways, since their ability to 

engage in double-loop learning is not developed. This occurs regardless of the willingness to 

change. Thus, an existing climate for change does not in itself fundamentally enable the 

organization to change. The author recommends the development of skills that enable 

participants in the change process to engage in the double loop learning needed for the
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change. The author further pointed out that top management should be educated first in order 

to attain full understanding and support for the change (Argyris, 1990).

Training is also argued to be important in developing the capability necessary for the 

organizational change, as well as for reducing resistance to change (Buller and McEvoy, 

1989; Burack, 1991; Kearns and Hogg, 1988; Kotter and Schlesinger, 1979; Taylor, 1988). 

Argyris (1990) pointed out the importance of management training in decreasing defensive 

routines that impede the double-loop learning needed for organizational change. Buller and 

McEvoy (1989) and Burack (1991) stressed that continued training and capacity 

development is necessary to institutionalize the organizational change. Burack (1991) further 

recommended that old elements of organizational culture need to be isolated through 

extensive management retraining in order for management to develop a strategic change 

strategy. This process should start at the top of the organization and then move downwards.

Control o f Privatization

The following is a review of the literature that deals with power exercised by the 

change leaders, time available for implementing the privatization, and privatization actions 

sequencing.

Power

Taylor (1988) and Bourgeois and Eisenhardt (1987) argued that in promoting 

consensus building among organization members involved in the change, unanimity is not 

totally necessary, and often not even desirable, because it might slow down the decision
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making process. Nonetheless, a strong enough power base among the key players in the 

change effort is needed to ensure the implementation of the change.

Ansoff and McDonnell (1990) argued that behavioral resistance cannot always be 

completely eliminated or turned into support for change. Therefore, adequate power must be 

exercised by the change leaders to overcome the remaining resistance; the amount of power 

applied should be proportional to the amount of resistance to be overcome. The authors 

stressed that power has to be controlled and continuously applied until the change has been 

fully institutionalized. Otherwise, resistance could resurface or reverse any progress made 

previously. Consequently, power is different from all other measures in that it is not meant to 

reduce resistance but instead to overcome it. Lombriser (1992) found through empirical study 

that general managers who took firm actions against participants who either lacked 

appropriate competence or who were continuously resisting the change were more successful 

than general managers who did not.

Time available for implementing privatization

Goodstein and Burke (1991) concluded that change will lower the performance of the 

organization during the transition stage, since it produces a period of great instability in 

which old structures are being taken apart and new structures developed. Tushman, Newman, 

and Romanelli (1986) argued that most successful organizations take advantage of long 

periods of stability in which they attempt to achieve efficiency, and short periods of 

fundamental change if the environment requires them to do so.

Ansoff and McDonnell (1990) concluded that the environment will dictate how much 

time is available to the organization for conducting the change. There are two points that
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determine the time available for the change. The starting point is the time of perception of the 

need for change by the organization, while the second point is the impact of the change in the 

environment. The organization has to be ready at this time to react to the impact of the 

change in the environment. Thus, the time available for the change is the time period 

between the starting point and the second point.

Overall, the two scholars argued that time available for the change is inversely 

proportional to the resistance to change. In other words, the more time available for the 

change, the less resistance the organization will encounter.

Privatization actions sequencing

Several researchers agree that sequencing of the change is critical to successful 

organizational change (Ansoff and McDonnell, 1990; Argyris, 1985; Mohrman and 

Mohrman, 1989; Mohrman, Mohrman, and Ledford, 1989).

Sequencing is different from the previous measures in reducing resistance, in that it 

also attempts to optimize the change process and the ultimate outcome of the change. As 

previously mentioned, time was introduced as a measure in reducing resistance. The more 

time available for the change, the less resistance the organization would encounter (Ansoff 

and McDonnell, 1990). Nevertheless, researchers have argued that change can hamper the 

performance of the organization during the transition stage (Goodstein and Burke, 1991).

The environment will dictate how much time is available to the organization for 

conducting the change, and thus the organizational change leaders must determine an optimal 

balance between resistance and length of time allowed for the change. This could be done by 

finding the optimal change sequence. By overlapping certain phases of the change and
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varying the degrees of resistance reducing measures during the different phases, Nord and 

Tucker (1987) as well as Ansoff and McDonnell (1990) pointed out that time can be saved 

without increasing resistance above a critical level.

Ansoff and McDonnell (1990) suggest considering several important factors in the 

sequencing of actions: the varying importance of actions performed at different stages 

throughout the change process, and the overall control of the privatization. A balance of 

climate development actions and competence development actions can be achieved. 

Moreover, the authors also presented an important sequencing model, the accordion method, 

in which the change is broken into small parts. Generally, capabilities and climate are 

developed first, followed by a period of implementation of that segment. After finishing the 

first segment, the process will be repeated, until the entire change is implemented. The 

segments might partially overlap, allowing flexibility in timing of the individual modules. 

Thus, privatizations using the accordion method can be expanded or contracted by means of 

overlapping individual modules to match the time available for the privatization. The authors 

also presented two different implementation sequences, including 1) a resistance inducing 

sequence in which strategies are developed and implemented first, followed by systems 

development, then behavior changes and 2) a change-motivating sequence in which behavior 

is developed first, then systems, and then the new strategy is implemented.

The Strategic Success Hypothesis 

The Strategic Success Hypothesis, originally formulated by H. Igor Ansoff, states that 

a firm’s performance potential is optimum when:

1) Aggressiveness of the firm’s strategic behavior matches the turbulence.
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2) Responsiveness of the firm’s capability matches the aggressiveness of its strategy

3) The components of the firm’s capability must be supportive of one another (Ansoff 

and McDonnell, 1990: 30-31).

This hypothesis has been empirically validated by many researchers (Abu-Rahma, 

1999; Al-Hadramy, 1992; Chabane, 1987; Choi, 1993; Djohar, 1991; Gabriel, 1996; 

Gustafson, 2003; Han 1999; Hatziantoniou, 1986; Jaja, 1989; Lewis, 1989; Lorton, 2006; 

Mitiku, 1992; Moussetis, 1996; Phadungtin, 2003; Salameh, 1987; Sullivan, 1987; Wang, 

1991).

Strategic Diagnosis

Strategic diagnosis is a systemic approach to determining the changes that have to be 

made to a firm’s strategy and its internal capability to assure the firm’s success in its future 

environment. The diagnostic procedure is derived from the Strategic Success Hypothesis by 

Ansoff and McDonnell (1990), which stated that the environment is the primary contingent 

factor for the strategy and capability profile of an organization. The following section will 

discuss these components for strategic diagnosis.

Environmental turbulence

Many researchers have determined that the external environment determines the 

response necessary by the organization, power coalition, and general manager in order to be 

successful (Bums and Stalker, 1961; Chandler, 1962; Emery and Trist, 1965; Lawrence and 

Lorsch, 1967; Miles and Snow, 1978; Venkatraman, 1989; Woodward, 1965). The 

environment that affects the performance of enterprises has been described from different
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views by different authors. Some consider the task and the general environment (Fahey and 

Narayanan, 1986), others the industry/competitive environment (Porter, 1980), and others the 

culture and social structure (Schien, 1980). Negandhi and Reimann (1972) showed that the 

internal structure of organizations is contingent on the environment. How this environment 

causes or affects changes in the organization depends on the perceptions of the conditions, 

and the attention given to the perceived conditions, by policymakers (Downey and Slocum, 

1975; Zaltman et al., 1973). Organizations respond to what they see in the environment as 

well as to their perception of the need for response (Montanari, 1979).

Ansoff and McDonnell (1990) defined environmental turbulence as the variable that 

determines the type of strategic behavior that will succeed in an environment. Environmental 

turbulence is a combined measure of the changeability and predictability of the firm’s 

environment, and it features four characteristics:

1. Complexity of the firm’s environment

2. Relative novelty of the successive challenges which the firm encounters in the 

environment.

3. Rapidity of change. This is the ratio of the speed with which challenges evolve in 

the environment to the speed of the firm’s response.

4. Visibility of the future, i.e. the adequacy and the timeliness of information about 

the future (Ansoff and McDonnell, 1990: 31).

A scale of environmental turbulence, developed by Ansoff and McDonnell (1990), 

ranges from repetitive (level 1) to surprising (level 5). Table 1 shows the environmental 

turbulence scale with its associated characteristics. Level 1 is rarely seen in free market 

economies while levels 2 through 5 are all observable in today’s business environment.
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Table 1

Environmental Turbulence

Environmental „  
Turbulence Expanding Changing Discontinuous Surprising

Complexity

Familiarity of 
events

Rapidity of 
change

Visibility of 
future

National
Economic

Familiar

Slower than 
response

Recurring

+

Extrapolable

+

Forecastable

Regional
Technological

+

Comparable to 
response

Predictable

+

Discontinuous
Familiar

+

Partially
predictable

Global
Socio-political

Discontinuous
Novel

Faster than 
response

Unpredictable

Turbulence 1
level

2 3 4 5

Source: Ansoff and McDonnell, 1990: 31

Strategic aggressiveness

Strategic aggressiveness refers to the discontinuity between successive strategic 

projects (Ansoff and McDonnell, 1990). Strategies are formulated to position the firms in the 

environment in a way that allows them to survive and prosper (Ansoff, 1979). These 

strategies have been defined in various ways. In adapting firms to the environment, general 

management performs two functions: strategy formation and strategy implementation. 

Strategy formation consists of analyzing the environmental trends, synthesizing the 

information and creating a strategy that is consistent with the environment. Strategy 

implementation consists of insuring that the organizational capabilities (structure, systems, 

culture, and leadership) are aligned with each other and with the strategy (Andrews, 1971; 

Ansoff, 1984).

Strategic aggressiveness has two characteristics: 1) the degree of discontinuity from 

the past of the firm’s new products/services, competitive environments, and marketing
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strategies; and 2) timeliness of introduction of the firm’s new products/services relative to 

new products/services which have appeared on the market (Ansoff and McDonnell, 1990: 

32). Table 2 describes the strategic aggressiveness necessary for success at each turbulence 

level.

Table 2

Strategic Aggressiveness

Environmental Repetitive 
Turbulence Repetitive

Expanding
Slow

Incremental

Changing
Fast

Incremental

Discontinuous
Discontinuous

Predictable

Surprising
Discontinuous
Unpredictable

Complexity
Stable

Based on 
precedents

Reactive
Incremental 

Based on 
experience

Anticipatory
Incremental 

Based on 
extrapolation

Entrepreneurial
Discontinuous 

Based on 
expected futures

Creative
Discontinuous 

Based on 
creativity

Turbulence 1 ~
level

Source: Ansoff and McDonnell, 1990: 33

General management capability

Ansoff and McDonnell (1990) suggest that general management capability consists of 

climate (the will to respond), competence (the ability to respond), and capacity (the volume 

of response). Organizational culture acts to filter the information that managers take into 

account (Sapienza, 1985; Schein, 1985). Sanker (1988) looked at culture as one of the 

determinants of performance. The author claimed that when change is introduced, traditional 

management, values, cultures, organizational procedures and organizational forms become 

obsolete. The performance of firms may also be related to the conservatism of managers 

(Sturdivant et al., 1985). Overall, one may say that the perceptions of managers are
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influenced by their cultural background, education, previous experience, and values and 

goals orientation (Jauch and Osborn, 1981).

Ansoff and McDonnell (1990) stressed that the responsiveness of the firm’s 

organizational capability of the firm must match the environmental turbulence. Table 3 

shows the responsiveness appropriate to different turbulence levels.

Table 3

General Management Capability

Environmental Repetitive
Turbulence Repetitive

Expanding
Slow

Changing Discontinuous
Fast Discontinuous

Incremental Incremental Predictable

Surprising
Discontinuous
Unpredictable

Custodial Production Marketing Strategic Flexible
Precedent- Efficiency- Market- Environment- Seeks to create 

driven driven driven driven the environment

Responsiveness Suppresses Adapts to 
of capability change change

Seeks
familiar
change

Seeks new 
change

Seeks novel 
change

Seeks stability < - Seeks operating efficiency Seeks creativity
Seeks strategic effectiveness

Closed system < - ->  Open system

Turbulence
level

Source: Ansoff and McDonnell, 1990: 34

Strategic behavior

There are different levels of strategic behavior. Ansoff (1988) stated that strategic 

behavior could be incremental, in which products and markets evolve through stepwise 

improvement of what the firm has been doing in the past. In addition, it could be 

discontinuous, in which case the historical pattern changes through technology substitution, 

divestment, diversification and internationalization.
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Performance o f  the Organization

Performance is the end product of business activities (Choi, 1993). It has been argued 

that one consequence of alignment (a fit or match) is higher performance (Ansoff, 1979a; 

Mintzberg, 1983). By aligning the organization with its environment and by developing a set 

of capabilities to support that strategy, a firm will achieve an optimal performance. 

Performance is measured through the evaluation of the organization as a whole. Garbi (2002) 

claimed that performance can be defined as the ability to generate the expected value. A firm 

can perform to expectations, above expectations, or below expectations. The measure used 

could be return on investment (ROI), return on assets (ROA), return on sales (ROS), or return 

on equity (ROE) as the situation demands (Keats, 1988). Other measures may include 

revenues, sales growth, stock price, stockholder value, and operating efficiency.
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Chapter 3 

RESEARCH METHODOLOGY

This chapter describes the research methodology used in conducting the study. First, 

the research design and strategy are described by restating the research questions and 

hypotheses, followed by an elaborated discussion of the variables. Moreover, the data 

sources, data collection, research instrument, and content validity are discussed. Next, the 

data analysis and the statistical models are presented. The research assumptions, limitations, 

and delimitations are discussed at the end of the chapter.

Research Design and Strategy 

This study is an applied research study in the field of strategic management. The 

research was divided into two parts, along with two main objectives. The first part recorded 

the behaviors revealed and actions taken by privatization leaders as they conducted 

privatizations in state-owned enterprises in Thailand. By considering privatizations 

performed in Thailand, the first main objective in this study is to identify the behaviors 

revealed and actions taken by privatization leaders that can be associated with success of 

privatization.

The second part was developed as an extension of Ansoff s empirically validated 

Strategic Success Hypothesis, which states that a firm’s performance will be optimal when its 

strategic behavior matches environmental turbulence. The second main objective in this 

study is to find empirical evidence in state-owned enterprises that were privatized and to
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identify the relationships among strategic aggressiveness gap, general management capability 

gap, strategic behavior gap, and performance of the organization.

Descriptive correlational investigation of the strategic management of privatized 

state-owned enterprises in Thailand is used as a research strategy in this study. Generally, the 

descriptive correlational studies ask three questions: (1) What is the direction of the 

relationship (positive or negative)?; (2) How strong is the relationship?; (3) What is the 

nature of the relationship? (Polkinghome, 1983).

Data Sources

The data sources were public firms undertaking privatization in Thailand. The 

research population for this study were firms that were previously state-owned enterprises 

before the privatization was undertaken (State Enterprise Policy Office, 2004). Moreover, 

most of these firms are currently listed on the Stock Exchange of Thailand (SET) and on 

SET’s Listed Firm Info as a publication. The firms selected vary in size, and all are in one of 

the following sectors or industries: Communication, Transportation, and Banking. Generally, 

this sampling frame is drawn from the State Enterprise Policy Office database, which is 

responsible for the privatization policy in Thailand. As a result, the total research populations 

in the study were identified as 10 out of 60 state-owned enterprises in Thailand which were 

privatized, according to the State Enterprise Policy Office’s database. Among these ten firms, 

five firms are in the communication sector, two firms in the transportation sector, two firms 

in the banking sector, and one firm in the energy sector.

The respondents to the questionnaire were divided into two groups. The first group 

includes privatization leaders, managers of the firms and/or other people who had been
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personally responsible for guiding the privatization. All these respondents were given the 

questionnaire, which included all questions about the privatization process, the environment, 

strategic aggressiveness, general management capability, as well as certain demographic 

data. The second group of respondents included people from National Economic and Social 

Development Board (NESDB). The respondents in this group were given only questions 

concerning parts of the privatization process (excluding the question of rewards and 

incentives for participants) and success of privatization.

A census sampling is utilized as the method of data collection for this study. Most of 

the information is from the State Enterprise Policy Office in Thailand, the National 

Economic and Social Development Board, as well as the Stock Exchange of Thailand. The 

sampling strategies for this study included both convenience and random sampling. Based on 

ten privatized firms, a total of 300 questionnaires were mailed or delivered to these firms. In 

addition, a total of 30 questionnaires were given to people who were involved in planning 

privatization policies for the National Economic and Social Development Board. Therefore, 

the study surveyed 330 prospective respondents who were responsible for and/or participated 

in the privatizations in Thailand.

Data Collection

All data collected for this study was primary data. Data collection for this study was 

accomplished by questionnaire. The purpose of the questionnaires was to statistically collect 

vital information on behaviors revealed and actions taken during the privatizations that may 

affect the success of privatization as well as the performance of the organization. The 

questionnaire was designed to include research variables discussed previously. It contained
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different types of questions, including Likert-scale type questions, yes-no questions, category 

questions, time-dependent scale question, as well as some open-ended questions.

There are two versions of questionnaire: English and Thai (see appendix B and C). 

The Thai questionnaire version is necessary because this study investigates behaviors and 

actions revealed during the privatizations in Thailand, which may affect the success of 

privatization as well as the performance of the organization. The survey was conducted in 

Thailand. The questionnaire translation is performed using back-translation by a certified 

professional translator. The English version of the questionnaire was translated into Thai, and 

then the Thai version was translated back into English, in order to maintain the content 

validity of the questionnaire. Contacting the National Economic and Social Development 

Board for cooperation was necessary in order to expedite this study.

Research Instrument

A research instrument was developed to measure all variables used in this study. The 

intervening variables were calculated from differences in each pair of independent variables 

that were compared. The questionnaire was divided into three sections: the privatization 

process, the evaluation of privatization, and the firm’s current information. The first section 

contained questions regarding behaviors revealed and actions taken during the privatization 

process. There were eleven questions developed to measure all variables involved in this 

process, including top management support for privatization, adequacy of power base, 

development of acceptance for privatization and a shared vision of the organization’s 

position in its future environment, privatization leader’s anticipation of challenges 

throughout privatization, analysis of support/resistance, involvement of participants, rewards
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and incentives for participants, resistance to privatization, development of 

knowledge/information and planning skills, implementation sequence o f strategies and 

capabilities, and segmenting of planning and implementation of privatization. The second 

section contained five questions developed to measure the success of privatization. The last 

section was based on the firm’s current information regarding its environmental turbulence, 

strategic aggressiveness, general management capability, and performance.

Top Management Support fo r  Privatization

This is measured by the degree of top management support of the privatization, as it 

is visible to the participants throughout the process, using a 5-point Likert scale. The question 

used for this measurement was:

Question 1 = Top management support for privatization

Adequacy o f Power Base

This is measured in terms of the adequacy of privatization leaders’ power to 

overcome resistance at the beginning of privatization, using a 5-point Likert scale. The 

question used for this measurement was:

Question 2 = Adequacy of power base

Development o f Acceptance for Privatization and a Shared Vision o f the 
Organization’s Position in Its Future Environment

This is measured by the initiation time of building an acceptance and a shared vision

using a time-dependent 4-point scale. The question used for this measurement was:
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Question 3 = Development of acceptance for privatization and a shared vision of the 

organization’s position in its future environment

Privatization Leader’s Anticipation o f Challenges throughout Privatization

This is measured by the proportion of problems and challenges that privatization 

leaders foresaw ahead of time throughout the privatization, using a 5-point Likert scale. The 

question used for this measurement was:

Question 4 = Privatization leader’s anticipation of challenges throughout privatization

Diagnosis o f Support/Resistance

This is measured by whether or not the privatization leader conducted a diagnosis at 

the beginning of the privatization to identify potential support /resistance from members of 

the organization important to the success of the privatization. The question used for this 

measurement was:

Question 5 = Diagnosis of support/resistance

Involvement o f Participants

This is measured as the degree that people important to the implementation of 

privatization were involved in the prior planning of it, using a 5-point Likert scale. The 

question used for this measurement was:

Question 6 = Involvement of participants
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Rewards and Incentives for Participants

This is the arithmetic mean of the scores of reward and incentives that came in 6 

forms: bonus, salary increase, promotion, increase in autonomy, support for risk taking, and 

other benefits. Each attribute is measured by the level of offering using a 5-point Likert scale. 

The question used for this measurement was:

Question 7 = Rewards and incentives for participants

Resistance to Privatization

This is the arithmetic mean of the scores of resistance levels from these 5 resistance 

attributes, measured by the level of that attribute using 5-point Likert scale. The question 

used for this measurement was:

Question 8 = Resistance to privatization

Development o f Knowledge/Information and Planning Skills

This is measured according to the initiation point of acquiring knowledge/information 

about the future environment, as well as planning skills, using a time-dependent 4-point 

scale. The question used for this measurement was:

Question 9 = Development of knowledge/information and planning skills

Implementation Sequence o f Strategies and Capabilities

This is measured according to whether strategies or capabilities were implemented 

first or whether both were implemented at the same time. The question used for this 

measurement was:
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Question 10 = Implementation sequence of strategies and capabilities

Segmenting ofPlanning and Implementation o f Privatization

This is measured according to whether planning and implementation were sequential 

(with all planning coming first, followed by the implementation) or modular and concurrent 

(each with its own planning and implementation phase) using 1 = sequential approach and 2 

= modular approach. The question used for this measurement was:

Question 11 = Segmenting of planning and implementation of privatization

Success o f  Privatization

This is the arithmetic mean of the scores for three success measures: quality of chosen 

strategies and capabilities, success of implementation of strategies and capabilities, and 

overall success of privatization. A 5-point Likert scale was used to measure the levels of the 

attributes. The questions used for this measurement were:

Question 12 = Quality of chosen strategies

Question 13 = Quality of chosen capabilities

Question 14 = Success of implementation of strategies

Question 15 = Success of implementation of capabilities

Question 16 = Overall success of privatization

The level of success of privatization was calculated as follows:

(Q12 + Q13 + Q14 + Q15 + Q16)/5
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Environmental Turbulence

This is the arithmetic mean of the scores for complexity of the environment, novelty 

of change, rapidity of change and visibility of the future. A 5-point Likert scale was used to 

measure the levels of the attributes. The questions used were:

Question 17 = Complexity of the environment 

Question 18 = Novelty of change 

Question 19 = Rapidity of change 

Question 20 = Visibility of the future

The level of environmental turbulence was calculated as follows:

(Q17 + Q18 + Q19 + Q20)/4

Strategic Aggressiveness

This refers to the discontinuity between successive strategic projects measured on a 5- 

point Likert scale. The question used for this measurement was:

Question 21 = Strategic aggressiveness

General Management Capability

This is the arithmetic mean of the scores of eight general management capability 

attributes: leadership style, problem solving skills, risk propensity, knowledge, attitude 

toward change, model of success, problem trigger, and problem priority. The questions used 

for this measurement were:

Question 22 = Leadership style 

Question 23 = Problem solving skills
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Question 24 = Risk propensity 

Question 25 = Knowledge 

Question 26 = Attitude toward change 

Question 27 = Model of success 

Question 28 = Problem trigger 

Question 29 = Problem priority

The level of general management capability was calculated as follows:

(Q22 + Q23 + Q24 + Q25 + Q26 + Q27 + Q28 + Q29)/8

Performance o f  the Organization

This is the arithmetic mean of the scores for three attributes: growth, profitability, and 

market share. The question used for this measurement was:

Question 30 = Performance of the organization

Strategic Aggressiveness Gap

This was calculated for each respondent as the absolute difference of environmental 

turbulence and the actual strategic aggressiveness of the firm. For instance, if the calculated 

value of strategic aggressiveness for a respondent’s survey was 4.16 and environmental 

turbulence was 3.68, the resulting strategic aggressiveness gap would be 0.48. The potential 

value for this variable ranged from 0 to 4.
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General Management Capability Gap

This was calculated for each respondent as the degree of misalignment between ideal 

general management capability and the actual general management capability of the firm. For 

instance, if  the calculated value of general management capability for a respondent’s survey 

was 2.96 and environmental turbulence was 3.68, the resulting general management 

capability gap would be 0.72. The potential value for this variable ranged from 0 to 4.

Strategic Behavior Gap

This was calculated for each respondent as the degree of misalignment between ideal 

strategic behavior and the actual strategic behavior of the firm. For instance, if  the calculated 

value of strategic behavior for a respondent’s survey was 3.56 and environmental turbulence 

was 3.68, the resulting strategic behavior gap would be 0.08. The potential value for this 

variable ranged from 0 to 4.

Validity and Reliability of the Instrument 

The validity and reliability of the instrument used was primarily based on previous 

research in the area of strategic management. The instrument was designed to best measure 

all variables in this study. The English version of the questionnaire was individually 

reviewed for construct and content validity by the dissertation chairperson (Dr. Alfred O. 

Lewis) and dissertation committee members (Dr. Ali Abu-Rahma and Dr. James “Jay” 

Sullivan). Both the English and the Thai versions of the questionnaire were reviewed by a 

professional translator in Thailand. After the adjustment and revision of several items based 

on the suggestions made by these experts, the instrument was approved for its validity and
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reliability by the dissertation committees. The Thai version of the questionnaire was further 

tested by three managers of privatized state-owned enterprises in Thailand. They reviewed 

and tested the questionnaire and recommended changes. A number of small adjustments were 

made, mainly involving the translation of English version into more common Thai business 

language.

As presented below, Table 4 lists a summary of Cronbach’s alpha coefficients 

calculated to estimate the reliability of sub scores derived from the additive scales of the 

instrument.

Table 4

Cronbach ’s Alpha Coefficients

Variables Questions Numbers of Items 
Included

Cronbach’s
Alpha

Rewards/incentives for participants 7 6 .524

Resistance to privatization 8 5 .735

Success of privatization 12-16 5 .878

Environmental turbulence 17-20 4 .940

General management capability 22-29 8 .797

Performance of the organization 30 3 .828

The Cronbach’s Alpha coefficients were sufficiently robust to detect the group 

relationships and differences needed for this study.

129

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

Data Analysis

Statistical treatment techniques were chosen as the most appropriate methods for 

analysis of the data collected in this study. The following statistical methods will be used to 

analyze the data.

1. The Pearson correlation test was used to determine the strengths, directions, and 

significance of the relationships between pairs of variables. This data analysis method was 

used for hypotheses 1, 2, 4, 6 to 8 and 12 to 16.

2. Student /-tests were used to determine significant difference between the means of 

any two distinct groups. This data analysis method was used for hypotheses 5 and 11.

3. Analysis of Variance (One-way ANOVA), followed by the Scheffe test for 

multiple comparisons, were used to find significant differences between the means from 

more than two different groups. This data analysis method was used for hypotheses 3, 9 and 

10.

4. Stepwise multiple regression was used to determine which of the key independent 

variables had the strongest influence on success of privatization.

Research Assumptions

The following assumptions were central to the design of this study. They were 

generated with respect to the model suggested in the study.

1. The research methods and procedures used in this study were appropriate.

2. Respondents understood and were able to answer the questions in the 

questionnaire.

3. Respondents gave answers to the questionnaire with knowledge and honesty.
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4. Respondents could accurately recall or find information with which to answer 

questions relating to facts and events of privatization.

Limitations of the Study

Based on the nature of this research, a number of limitations were addressed in order 

to avoid the possibility of bias. The limitations of the study may influence the findings and 

the conclusions of the study. Theses limitations are as follows.

1. The samples were a combination of random and convenience selections of 

privatized firms in Thailand. The use of the State Enterprise Policy Office database 

represented a convenience selection of Thai stated-owned enterprises that were privatized. 

Within this sampling frame, the respondents in those privatized firms were randomly selected 

to respond to the questionnaire.

2. The research conducted in this study mainly focused on behaviors revealed and 

actions taken by privatization leaders and participants who were involved in the privatization 

process. The research content was limited to behaviors and viewpoints of Thai people only.
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Chapter 4 

RESEARCH FINDINGS

Chapter 4 presents the results of the data analysis of the study. This chapter is 

divided into four sections. The first section provides descriptive statistics of the research 

variables. The second section presents the statistical findings of all hypotheses. Moreover, 

additional findings will also be presented. The chapter concludes with chapter summary.

Descriptive Statistics 

Descriptive statistics are used to describe the basic features of the data in a study. 

They provide summaries about the sample and the measures. Table 5 presents the variable 

name, number of responses, mean, and standard deviation for the data collected in this study. 

Among 125 usable surveys, 96 were from respondents from privatized firms, and the 

remaining 29 were from respondents from the National Economic and Social Development 

Board (NESDB).
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Table 5

Descriptive Statistics o f Variables

Variable N Min Max Mean SD

Top Management Support for 
Privatization

125 1 5 3.40 1.092

Adequacy of Power Base 125 1 4 2.51 0.989

Development of Acceptance for 
Privatization and a Shared Vision of 
the Organization’s Position in Its 
Future Environment

125 1 4 2.92 0.876

Privatization Leader’s Anticipation of 
Challenges throughout Privatization 125 1 5 3.18 0.995

Diagnosis of Support/Resistance 125 1 2 1.84 0.368

Involvement of Participants 125 1 5 3.48 1.036

Rewards and Incentives for 
Participants

96 1 3.83 2.55 0.726

Resistance to Privatization 125 1 4 1.95 0.668

Development of Knowledge/ 
Information and Planning Skills

125 1 4 2.86 0.820

Implementation Sequence of 
Strategies and Capabilities

125 1 3 2.26 0.621

Segmenting of Planning and 
Implementation of Privatization

125 1 2 1.62 0.486

Success of Privatization 125 1 5 3.43 0.832

Performance of the Organization 96 1 5 3.20 0.834

Strategic Aggressiveness Gap 96 0 2.5 0.51 0.548

General Management Capability Gap 96 0 1.5 0.51 0.384

Strategic Behavior Gap 96 0 1.75 0.41 0.394
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Hypothesis Testing

This section presents and discusses the results of tests of each of the 16 hypotheses. 

The null hypotheses were rejected if the obtained p  value was smaller than .05. In other 

words, all data were analyzed using a .05 level of significance, which means that alpha was 

set to 0.05.

Hypothesis 1

The null hypothesis stated that there is no relationship between top management 

support for privatization and success of privatization. The Pearson r coefficient was used to 

analyze the data. The result of the Pearson r coefficient was significant. Thus, the null 

hypothesis was rejected. Table 6 shows that there was a significant relationship (p < 0.01) 

between top management support for privatization and success of privatization.

Hypothesis 1 was supported.

Table 6

Pearson Correlation between Top Management Support for Privatization and Success o f  
Privatization

Variable N Pearson r P

Top Management Support for 125 .503** .000
Privatization

**p <  0.01, 2-tailed.
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Hypothesis 2

The null hypothesis stated that there is no relationship between adequacy of power 

base and success of privatization. The Pearson r coefficient was used to analyze the data. The 

result of the Pearson r coefficient was significant. Thus, the null hypothesis was rejected. 

Table 7 shows that there was a significant relationship (p < 0.01) between adequacy of power 

base and success of privatization.

Hypothesis 2 was supported.

Table 7

Pearson Correlation between Adequacy o f Power Base and Success ofPrivatization

Variable N Pearson r P

Adequacy of Power Base 125 .405** .000

** p  < 0.01, 2-tailed.

Hypothesis 3

Hypothesis 3, consisting of 6 subhypotheses, was developed to investigate the 

differences in the mean success of privatization as achieved following four different initiation 

times for the development of acceptance of the privatization and a shared vision of the 

organization’s position in its future environment. The research analysis was conducted by 

means of the one-way ANOVA for the purposes of analyzing the collected data and testing 

overall significance of the mean differences. Post hoc comparisons were made through 

Scheffe’s test. The one-way ANOVA of the means revealed significant differences among
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for initiation times for the development of acceptance for privatization and a shared vision of 

the organization’s position in its future environment atp <  .05, as shown in Table 8. A 

follow-up with Scheffe’s procedure was taken to test statistically significant differences in 

each initiation time for the development of acceptance for privatization and a shared vision of 

the organization’s position in its future environment.

Table 8

One- Way Analyses o f  Variance on the Mean success o f  Privatization among Four Initiation 
Times for the Development o f Acceptance and a Shared Vision

Measure Sum o f  Squares Mean Square F (  3, 121)

Between Groups 12.194 4.065 6.683**

Within Groups 73.593 .608

Total 85.788

** p  < 0.05, 2-tailed.

Hypothesis 3 a, Hypothesis 3b, and Hypothesis 3 c proposed significant differences in 

the mean success of privatization between (1) privatizations that did not develop an 

acceptance for the privatization among participants, or a shared vision of the organization’s 

position in its future environment, and (2) privatizations that did so after, in parallel with, or 

before the development of strategies and capabilities. As shown in Table 9, the results of this 

hypothesis testing indicated that there were no significant differences in the mean success of 

privatization as proposed for Hypothesis 3a and Hypothesis 3b. Thus, Hypothesis 3a and 

Hypothesis 3b were not supported. In contrast, a significant difference (p < 0.05) was
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revealed in the mean success of privatization for Hypothesis 3c. Therefore, Hypothesis 3c 

was supported.

Table 9

Scheffe Results: Comparisons o f Mean Difference and Significance Values fo r  the Mean 
Success o f Privatization by Initiation Times for the Development ofAcceptance and a Shared 
Vision

Base Initiation 
Time

Comparison 
Initiation Time

Mean
Difference Sig.

Not develop After -.4521 .525
In parallel with -.6123 .195

Before -1.1150** .003
After Not develop .4521 .525

In parallel with -1.602 .861
Before -.6629** .017

In parallel with Not develop .6123 .195
After .1602 .861

Before -.5027** .036
Before Not develop 1.1150** .003

After .6629** .017
In parallel with .5027** .036

** p  < 0.05, 2-tailed.

Hypothesis 3d and Hypothesis 3e proposed significant differences in the mean 

success of privatization between (1) privatizations that developed an acceptance for 

privatization and a shared vision of their position after the development of strategies and 

capabilities, and (2) those that did so in parallel with or before the development of strategies 

and capabilities. The results of this hypothesis testing in Table 9 shows that there was no 

significant difference in the mean success of privatization as proposed for Hypothesis 3d. 

Thus, Hypothesis 3d was not supported. However, it shows that there was a significant
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difference (p < 0.05) in the mean success of privatization for Hypothesis 3e. Thus,

Hypothesis 3e was supported.

Hypothesis 3f proposed significant differences in the mean success of privatization 

between (1) privatizations that developed an acceptance for privatization and a shared vision 

of their position in parallel with the development of strategies and capabilities, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position before the development of strategies and capabilities. The results of this hypothesis 

testing in Table 9 shows that there was a significant difference (p < 0.05) in the mean success 

of privatization for Hypothesis 3f. Thus, Hypothesis 3f was supported.

Hypothesis 3 was partially supported.

Hypothesis 4

The null hypothesis stated that there is no relationship between privatization leaders’ 

anticipation of challenges throughout privatization and the success of privatization. The 

Pearson r coefficient was used to analyze the data. The result of the Pearson r coefficient 

was significant. Thus, the null hypothesis was rejected. Table 10 shows that there is a 

significant relationship (p < 0.01) between the privatization leaders’ anticipation of 

challenges throughout privatization and the success of privatization.

Hypothesis 4 was supported.
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Table 10

Pearson Correlation between Privatization Leader’s Anticipation o f Challenges throughout 
Privatization and Success o f Privatization

Variable N Pearson r P

Privatization Leader’s Anticipation of 125 .267** .000
Challenges throughout Privatization

** p  < 0.01, 2-tailed.

Hypothesis 5

The null hypothesis stated that there is no significant difference in the mean success 

of privatization between (1) privatizations that conducted an analysis at the beginning of the 

privatization process to identify potential support/resistance from members of the 

organization important for success of privatization, and (2) privatizations that did not. The t 

test was used to analyze the data. The result of the t test was significant. Thus, the null 

hypothesis was rejected. Table 11 shows descriptive statistics comparing the mean success of 

privatization between (1) privatizations that conducted an analysis at the beginning of the 

privatization process to identify potential support/resistance from members of the 

organization important for success of privatization, and (2) privatizations that did not. Table 

12 shows that there was a significant difference in the mean success of privatization (p <

0.01) between (1) privatizations that conducted an analysis at the beginning of the 

privatization process to identify potential support/resistance from members of the 

organization important for success of privatization, and (2) privatizations that did not.

Hypothesis 5 was supported.
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Table 11

Descriptive Statistics Comparing the Mean Success o f Privatization Between Privatizations 
that Conducted a Diagnosis o f  Support/Resistance and Privatizations that Did Not

Variable N  Mean SD

Privatization that did not conduct a 2 410 1579
diagnosis of support/resistance

Privatizations that conducted a
diagnosis of support/resistance 105 3.621 .0688

Table 12

Between Subjects t Test Comparing the Mean Success o f Privatization Between 
Privatizations that Conducted a Diagnosis o f Support/Resistance and Privatizations that Did 
Not

Variable t d f P

The Mean success of Privatizations -7.039** 123 .000

** p  < 0.01, 2-tailed.

Hypothesis 6

The null hypothesis stated that there is no relationship between the involvement of 

participants and success of privatization. The Pearson r coefficient was used to analyze the 

data. The result of the Pearson r coefficient was significant. Thus, the null hypothesis was 

rejected. Table 13 shows that there is a significant relationship (p < 0.01) between the 

involvement of participants and success of privatization.

Hypothesis 6 was supported.
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Table 13

Pearson Correlation between the Involvement o f  Participants and Success ofPrivatization

Variable N Pearson r P

the Involvement of Participants 125 .585** .000

** p  < 0.01, 2-tailed.

Hypothesis 7

The null hypothesis stated that there is no relationship between the rewards and 

incentives for participants and success of privatization. The Pearson r coefficient was used to 

analyze the data. The result of the Pearson r coefficient was significant. Thus, the null 

hypothesis was rejected. Table 14 shows that there is a significant relationship (p < 0.01) 

between the rewards and incentives for participants and success of privatization.

Hypothesis 7 was supported.

Table 14

Pearson Correlation between Rewards and Incentives for Participants and Success o f  
Privatization

Variable N Pearson r P

Rewards and Incentives for 96 .624** .000
Participants

** p<  0.01, 2-tailed.
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Hypothesis 8

The null hypothesis stated that there is no relationship between resistance to 

privatization and success of privatization. The Pearson r coefficient was used to analyze the 

data. The result of the Pearson r coefficient was significant. Thus, the null hypothesis was 

rejected. Table 15 shows that there is a significant relationship (p < 0.01) between resistance 

to privatization and success of privatization.

Hypothesis 8 was supported.

Table 15

Pearson Correlation between Resistance to Privatization and Success o f  Privatization

Variable N Pearson r P

Resistance to Privatization 125 -.543** .000

** p  < 0.01, 2-tailed.

Hypothesis 9

Hypothesis 9, consisting of 6 subhypotheses, was developed to investigate the 

differences in the mean success of privatization among four initiation times. Each 

represented a different timeframe for the development of knowledge/information about the 

future environment to be used in the planning of strategies and capabilities, as well as in 

developing planning skills of participants important for the privatization. The research 

analysis was conducted by means of the one-way ANOVA for the purposes of analyzing the 

collected data and testing overall significance of the mean differences. Post hoc comparisons
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were made through Scheffe’s test. The one-way ANOVA of the means revealed significant 

differences among the four initiation times at/? < .05, as shown in Table 16. A follow-up 

with Scheffe’s procedure was taken to test statistically significant differences in each 

initiation time.

Table 16

One-Way Analyses o f  Variance on the Mean Success o f Privatization among Four Initiation 
Times for the Development ofKnowledge/Information and Planning Skills

Measure Sum o f Squares Mean Square F (  3, 121)

Between Groups 30.546 10.182 22.302**

Within Groups 55.242 .457

Total 85.788

** p <  0.05, 2-tailed.

Hypothesis 9a, Hypothesis 9b, and Hypothesis 9c proposed significant differences in 

the mean success of privatization between (1) privatizations that did not develop 

knowledge/information about the future environment, as well as planning skills of 

participants, and (2) privatizations that did so after, in parallel with, or before the 

development of strategies and capabilities. As shown in Table 17, the results of this 

hypothesis testing indicated that there were significant differences (p < 0.05) in the mean 

success of privatization for Hypothesis 9a, Hypothesis 9b, and Hypothesis 9c. Therefore, 

these hypotheses were supported.
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Table 17

Scheffe Results: Comparisons o f Mean Difference and Significance Values for the Mean 
Success o f Privatization by Initiation Times for the Development ofKnowledge/Information 
and Planning Skills

Base Initiation 
Time

Comparison 
Initiation Time

Mean
Difference Sig.

Not develop After -.9088** .019
In parallel with -1.2971** .000

Before -2.0201** .000
After Not develop .9088** .019

In parallel with -.3884 .086
Before -1.1114** .000

In parallel with Not develop 1.2971** .000
After .3884 .086

Before -.7230** .000
Before Not develop 2.0201** .000

After 1.1114** .000
In parallel with .7230** .000

** p  < 0.05, 2-tailed.

Hypothesis 9d and Hypothesis 9e proposed significant differences in the mean 

success of privatization between (1) privatizations that developed knowledge/information 

about the future environment, as well as planning skills of participants after the development 

of strategies and capabilities, and (2) privatizations that developed knowledge/information 

about the future environment, as well as planning skills of participants in parallel with the 

development of strategies and capabilities, and (3) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants before the development of strategies and capabilities, respectively. The results of 

this hypothesis testing given in Table 17 shows that there was no significant difference in the 

mean success of privatization as proposed for Hypothesis 9d. Thus, Hypothesis 3d was not
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supported. However, it shows that there was a significant difference (p < 0.05) in the mean 

success of privatization for Hypothesis 9e. Thus, Hypothesis 9e was supported.

Hypothesis 9f proposed significant differences in the mean success of privatization 

between (1) privatizations that developed knowledge/information about the future 

environment, as well as planning skills of participants, in parallel with the development of 

strategies and capabilities, and (2) privatizations that developed knowledge/information 

about the future environment, as well as planning skills of participants before the 

development of strategies and capabilities. The results of this hypothesis testing given in 

Table 17 shows that there was a significant difference (p < 0.05) in the mean success of 

privatization for Hypothesis 9f. Thus, Hypothesis 9f was supported.

Hypothesis 9 was partially supported.

Hypothesis 10

Hypothesis 10, consisting of 3 subhypotheses, was developed to investigate the 

differences in the mean success of privatization among different implementation sequences 

of strategies and capabilities. The research analysis was conducted by means of the one-way 

ANOVA for the purposes of analyzing the collected data and testing overall significance of 

the mean differences. Post hoc comparisons were made through Scheffe’s test. The one-way 

ANOVA of the means revealed significant differences among different implementation 

sequences of strategies and capabilities at p <  .05, as shown in Table 18. A follow-up with 

Scheffe’s procedure was taken to test statistically significant differences in each 

implementation sequence of strategies and capabilities.
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Table 18

One-Way Analyses o f  Variance on the Mean Success o f  Privatization among Different
Implementation Sequences o f  Strategies and Capabilities

Measure Sum o f Squares Mean Square F {  3, 121)

Between Groups 38.210 19.105 48.990**

Within Groups 47.577 .390
Total 85.788

** p  < 0.05, 2-tailed.

Hypothesis 10a and Hypothesis 10b proposed significant differences in the mean 

success of privatization among privatizations in which capabilities were developed first, 

privatizations in which strategies and capabilities were developed at the same time, and 

privatizations in which strategies were developed first, respectively. As shown in Table 19, 

the results of this hypothesis testing indicated that there were significant differences ip <

0.05) in the mean success of privatization for Hypothesis 10a and Hypothesis 10b. Therefore, 

these hypotheses were supported.

Hypothesis 10c proposed significant difference in the mean success of privatization 

between privatizations in which strategies and capabilities were developed at the same time 

and privatizations in which strategies were developed first. As shown in Table 19, the results 

of this hypothesis testing indicated that there were significant differences ip < 0.05) in the 

mean success of privatization for Hypothesis 10c. Therefore, Hypothesis 10c was supported.

Hypothesis 10 was supported.
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Table 19

Scheffe Results: Comparisons ofMean Difference and Significance Values for the Mean 
Success ofPrivatization by Different Implementation Sequences o f Strategies and 
Capabilities

Base Implementation Sequence Comparison Implementation 
Sequence

Mean
Difference Sig.

Capabilities are developed first Strategies and capabilities are 
developed at the same time
Strategies are developed first

-.8551**

-1.7667**

.000

.000
Strategies and capabilities are 
developed at the same time Capabilities are developed first 

Strategies are developed first

.8551**

-.9116**

.000

.000

Strategies are developed first Capabilities are developed first
Strategies and capabilities are 
developed at the same time

1.7667**

.9116**

.000

.000

** p  < 0.05, 2-tailed.

Hypothesis 11

The null hypothesis stated that there is no significant difference in the mean success 

of privatization between privatizations that use a sequential approach in the planning and 

implementation process, and privatizations that use a modular approach in the planning and 

implementation process. The t test was used to analyze the data. The result of the t test was 

significant. Thus, the null hypothesis was rejected. Table 20 shows descriptive statistics 

comparing the mean success of privatization between privatizations that use a sequential 

approach in the planning and implementation process and privatizations that use a modular 

approach in the planning and implementation process. Table 21 shows that there is a 

significant difference in the mean success of privatization (p < 0.01) between privatizations
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that use a sequential approach in the planning and implementation process and privatizations 

that use a modular approach in the planning and implementation process.

Hypothesis 11 was supported.

Table 20

Descriptive Statistics Comparing the Mean Success o f  Privatization Between Privatizations 
that Use a Sequential Approach and Privatizations that Use a Modular Approach

Variable N Mean SD

Privatizations that Use a Sequential 
Approach 47 2.872 .6691

Privatizations that Use a Modular 
Approach 78 3.762 .7386

Table 21

Between Subjects t Test Comparing the Mean Success o f Privatization Between 
Privatizations that Use a Sequential Approach and Privatizations that Use a Modular 
Approach

Variable t d f P

The Mean success of Privatizations -6.918** 104.645 .000

** p  < 0.01, 2-tailed.

Hypothesis 12

The null hypothesis stated that there is no relationship between strategic 

aggressiveness gap and the performance of the organization. The Pearson r coefficient was 

used to analyze the data. The result of the Pearson r coefficient was significant. Thus, the 

null hypothesis was rejected. Table 22 shows that there is a significant relationship (p < 0.01) 

between strategic aggressiveness gap and the performance of the organization.

Hypothesis 12 was supported.
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Table 22

Pearson Correlation between Strategic Aggressiveness Gap and the Performance o f the 
Organization

Variable N Pearson r P

Strategic Aggressiveness Gap 96 -.324** .000

** p  < 0.01, 2-tailed.

Hypothesis 13

The null hypothesis stated that there is no relationship between general management 

capability gap and the performance of the organization. The Pearson r coefficient was used to 

analyze the data. The result of the Pearson r coefficient was significant. Thus, the null 

hypothesis was rejected. Table 23 shows that there is a significant relationship (p < 0.05) 

between general management capability gap and the performance of the organization. 

Hypothesis 13 was supported.

Table 23

Pearson Correlation between General Management Capability Gap and the Performance o f  
the Organization

Variable N Pearson r P

General Management Capability Gap 96 -.228** .000

** p  < 0.05, 2-tailed.
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Hypothesis 14

The null hypothesis stated that there is no relationship between strategic behavior gap 

and the performance of the organization. The Pearson r coefficient was used to analyze the 

data. The result of the Pearson r coefficient was significant. Thus, the null hypothesis was 

rejected. Table 24 shows that there is a significant relationship (p < 0.01) between strategic 

behavior gap and the performance of the organization.

Hypothesis 14 was supported.

Table 24

Pearson Correlation between Strategic Behavior Gap and the Performance o f  the 
Organization

Variable N Pearson r P

Strategic Behavior Gap 96 -.278** .000

** p  < 0.01, 2-tailed.

Hypothesis 15

The null hypothesis stated that there is no relationship between success of 

privatization and strategic behavior gap. The Pearson r coefficient was used to analyze the 

data. The result of the Pearson r coefficient was significant. Thus, the null hypothesis was 

rejected. Table 25 shows that there is a significant relationship (p < 0.01) between success of 

privatization and strategic behavior gap.

Hypothesis 15 was supported.
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Table 25

Pearson Correlation between Success o f  Privatization and Strategic Behavior Gap

Variable N Pearson r P

Success of Privatization 96 -.768** .000

** p  < 0.01, 2-tailed.

Hypothesis 16

The null hypothesis stated that there is no relationship between success of 

privatization and the performance of the organization. The result of the Pearson r coefficient 

was significant. Thus, the null hypothesis was rejected. Table 26 shows that there is a 

significant relationship (p < 0.01) between success of privatization and the performance of 

the organization.

Hypothesis 16 was supported.

Table 26

Pearson Correlation between Success o f Privatization and the Performance o f the 
Organization

Variable N Pearson r P

Success of Privatization 96 411* * .000

** p  < 0.01, 2-tailed.
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Additional Findings

This section presents additional findings of the statistical analysis of the study. It is 

divided into two parts: 1) a multiple regression analysis for all independent variables that had 

an influence on the success of privatization and 2) the Pearson correlation analysis among 

intervening variables in the study.

Multiple Regression Analysis

The purpose of the multiple regression analysis was to find out which of the 

independent variables related to the privatization process had the strongest influence on its 

success. The analysis was performed using the stepwise entry procedure. The average 

success of privatization was used as the dependent variable. The following independent 

variables were included in the initial multiple regression:

1. Top management support for privatization (hypothesis 1)

2. Adequacy of power base (hypothesis 2)

3. Development of acceptance for privatization and a shared vision of the organization’s 

position in its future environment (hypothesis 3)

4. Privatization leader’s anticipation of challenges throughout privatization (hypothesis

4)

5. Diagnosis of support/resistance (hypothesis 5)

6. Involvement of participants (hypothesis 6)

7. The rewards and incentives for participants (hypothesis 7)

8. The resistance to privatization (hypothesis 8)

9. Development of knowledge/information and planning skills (hypothesis 9)
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10. Implementation sequence of strategies and capabilities (hypothesis 10)

11. Segmenting of planning and implementation of privatization (hypothesis 11)

In this multiple regression analysis, the limit for including a variable into the stepwise 

regression was set at .05 significance of T while the limit for excluding a variable after it was 

entered into the regression analysis was set at .1 significance of T. Table 27 presents the 

results of the multiple regression analysis. Out of the 16 variables initially in the analysis, 7 

variables were entered into the regression equation. The variables are listed in the order of 

their relative predictive strength:

1. Variable 10: Implementation sequence of strategies and capabilities

2. Variable 7: The rewards and incentives for participants

3. Variable 6: Involvement of participants

4. Variable 8: The resistance to privatization

5. Variable 5: Diagnosis of support/resistance

6. Variable 9: Development of knowledge/information and planning skills

7. Variable 4: Privatization leader’s anticipation of challenges throughout 

privatization

The adjusted R square was.740 for the seven variables, which meant the seven 

variables in combination could account for 74 percent of the variance of the dependent 

variable of the average success of privatization.
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Table 27

Multiple Regression o f  the Success o f  Privatization as a Function o f  11 Variables

Method: Multiple regression; stepwise entry procedure

Dependent Variable: The Average Success of Privatization

Sample Size: 96 cases included in the analysis

Variables not in the Equation

Variable Beta In t Sig. Partial
Correlation

Tolerance

1. Top Mgt. Support .058 .904 .369 .096 .659
2. Adequacy of Power 

Base
-.022 -.314 .754 -.034 .584

3. Development of 
Acceptance and 
Shared Vision

-.012 -.178 .859 -.019 .639

11. Segmenting of 
Planning & 
Implementation

Variables in the Equation

.071 1.099 .275 .117 .651

Variable B Std.
Error

Beta t Sig.

10. Implementation 
Sequence

.297 .089 .222 3.324 .001

7. Reward/Incentive .340 .074 .294 4.614 .000
6. Involvement .168 .055 .206 3.066 .003
8. Resistance to 

Privatization
-.290 .073 -.223 -3.990 .000

5. Development of 
Support/Resi stance

.468 .162 .185 2.896 .005

9. Development of 
Knowledge/Planning 
Skills

.248 .078 .236 3.179 .002

7. Privatization Leaders’ 
Anticipation of 
Challenges

-.157 .056 - A l l -2.809 .006

(Constant) .803 .348
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Table 27 (Continued)

Multiple Regression o f  the Success o f  Privatization as a Function o f  11 Variables

Multiple Regression Statistics

Multiple R .871
R Square .759
Adjusted R Square .740
Std. Error .4294

Analysis of Variance (ANOVA)

Sum o f  Square d f Mean Square
Regression 51.049 1 7.293
Residual 16.225 88 .184
Total 67.273 95

F=  39.554 Sig. = .000

The Pearson Correlation o f Intervening Variables

There were strong inter-correlations among intervening variables in the study, which 

showed that alignment between the independent variables and environmental turbulence 

results in increased performance. Table 28 shows the results of the Pearson r correlations. 

According to the table, there were strong inter-correlation between strategic aggressiveness 

gap, general management capability gap, strategic behavior gap, and performance. This 

suggests that a firm will have optimal performance when its strategic aggressiveness and 

general management capability are aligned with environmental turbulence. Moreover, the 

results of Table 28 show that strategic aggressiveness gap (r = -.324, p  < .01) had higher zero
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order correlation with performance than did general management capability gap (r =-.228, p  

< 0.05).

Table 28

The Results o f the Pearson r Correlations o f Intervening Variables

SAG GMG SBG PO

SAG Pearson Correlation 1 .365** .756** . 324**

Sig. (2-tailed) .000 .000 .001

N 96 96 96 96

GMG Pearson Correlation .365** 1 .641** -.228*

Sig. (2-tailed) .000 .000 .025

N 96 96 96 96

SBG Pearson Correlation .756** .641** 1 -.278**

Sig. (2-tailed) .000 .000 .006

N 96 96 96 96

PO Pearson Correlation .324** -.228* -.278** 1

Sig. (2-tailed) .001 .025 .006

N 96 96 96 96

** p  < 0.01, 2-tailed. 

*p <  0.05, 2-tailed.
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Chapter Summary

This chapter presented the results of the data analysis of the study. The following is a 

summary of the overall research findings.

1. Top management support for privatization had a positive significant relationship 

with success of privatization. In other words, as the top management support for privatization 

increases, the success of privatization also increases.

2. Adequacy of power base had a positive significant relationship with success of 

privatization. In other words, as adequacy of power base increases, the success of 

privatization also increases.

3. There were no differences in the mean success of privatization among: (1) 

privatizations that did not develop an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment; (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position after the development of strategies and capabilities; and (3) privatizations that 

developed an acceptance for privatization and a shared vision of their position in parallel with 

the development of strategies and capabilities. Nonetheless, privatizations that developed an 

acceptance for privatization and a shared vision of their position before the development of 

strategies and capabilities had a significant difference in their mean success of privatization 

with those whose development took place at the three other initiation times. In other words, 

privatizations that developed an acceptance for privatization and a shared vision of their 

position before the development of strategies and capabilities were more successful than 

privatizations that developed an acceptance for privatization and a shared vision of their 

position at later initiation times.
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4. Privatization leaders’ anticipation of challenges throughout privatization had a 

positive significant relationship with success of privatization. In other words, as privatization 

leader’s anticipation of challenges throughout privatizations increases, the success of 

privatization also increases.

5. Privatizations that conducted an analysis at the beginning of the privatization 

process to identify potential support/resistance from members of the organization who are 

important for success of privatization were more successful than privatizations that did not.

6. The involvement of participants had a positive significant relationship with 

success of privatization. In other words, as the involvement of participants increases, success 

of privatization also increases.

7. The rewards and incentives for participants had a positive significant relationship 

with success of privatization. In other words, as the rewards and incentives for participants 

increase, success of privatization also increases.

8. Resistance to privatization had a negative significant relationship with success of 

privatization. In other words, as resistance to privatization decreases, success of privatization 

also increases.

9. Privatizations that developed knowledge/information about the future 

environment, as well as planning skills of participants at any initiation times of the 

development of strategies and capabilities were more successful than privatizations that did 

not develop knowledge/information about the future environment, as well as planning skills of 

participants. In addition, privatizations that developed knowledge/information about the future 

environment, as well as planning skills of participants before the development of strategies 

and capabilities were more successful than privatizations that developed
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knowledge/information about the future environment, as well as planning skills of participants 

in parallel with or after the development of strategies and capabilities. However, there was no 

difference in the mean success of privatization between (1) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of participants 

in parallel with the development of strategies and capabilities, and (2) privatizations that 

developed knowledge/information about the future environment, as well as planning skills of 

participants after the development of strategies and capabilities.

10. There were significant differences in the mean success of privatization among 

privatizations in which capabilities were developed first, privatizations in which strategies and 

capabilities were developed at the same time, and privatizations in which strategies were 

developed first.

11. There was a significant difference between privatizations that used a sequential 

approach in the planning and implementation process and privatizations that used a modular 

approach in the planning and implementation process.

12. Strategic aggressiveness gap had a negative significant relationship with 

performance of the organization. In other words, as strategic aggressiveness gap decreases, 

performance of the organization also increases.

13. General management capability gap had a negative significant relationship with 

the performance of the organization. In other words, as general management capability gap 

decreases, the performance of the organization also increases.

14. Strategic behavior gap had a negative significant relationship with the 

performance of the organization. In other words, as strategic behavior gap decreases, the 

performance of the organization also increases.
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15. Success of privatization had a negative significant relationship with the strategic 

behavior gap. In other words, as the success of privatization decreases, strategic behavior gap 

also increases.

16. Success of privatization had a positive significant relationship with the 

performance of the organization. In other words, as the success of privatization increases, the 

performance of the organization also increases.

17. Of the 11 total independent variables in the privatization process, a multiple 

regression analysis revealed that the 7 strongest predictors of the success of privatization 

were:

1) Implementation sequence of strategies and capabilities (hypothesis 10)

2) The rewards and incentives for participants (hypothesis 7)

3) Involvement of participants (hypothesis 6)

4) The resistance to privatization (hypothesis 8)

5) Diagnosis of support/resistance (hypothesis 5)

6) Development of knowledge/information and planning skills (hypothesis 9)

7) Privatization leader’s anticipation of challenges throughout privatization 

(hypothesis 4)

18. According to the Pearson correlation of intervening variables, there were strong 

inter-correlation between strategic aggressiveness gap, general management capability gap, 

strategic behavior gap, and performance of the organization. In addition, strategic 

aggressiveness gap had a higher zero order correlation with the performance of the 

organization than did general management capability gap.

Table 29 presents a summary of the hypotheses test results for this study.

160

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

Table 29

A Summary o f  the Hypotheses Test Results

Hypothesis Test Statistics Results

Pearson Correlation

1 r = .503**
p  = .000
N =  125

Supported

Pearson Correlation

2 r = .405**
p  = .000
N =  125

Supported

One-Way ANOVA

3 F = 6.683**
p  = .000
N =  125

Partially Supported

One-Way ANOVA

3a Mean Diff. = -.4521 
p  = .525

Not Supported

One-Way ANOVA

3b Mean Diff. = -.61231 
p = .195

Not Supported

One-Way ANOVA

3c Mean Diff. = -1.1150* 
p  = .003

Supported

One-Way ANOVA

3d Mean Diff. = -.1602
p  = .861

Not Supported

One-Way ANOVA

3e Mean Diff. = -.6629* 
p  = .017

Supported
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Table 29 (continued)

A Summary o f  the Hypotheses Test Results

Hypothesis Test Statistics Results

3f

One-Way ANOVA

Mean Diff. = -.5027* 
p  = .036

Supported

Pearson Correlation

4 r = .267** 
p  = .003 
N =  125

Supported

The t Test

5 t = -7.039**
p  = .000
N =  125

Supported

Pearson Correlation

6 r = .585**
p  = .000
N = 125

Supported

Pearson Correlation

7 r = .624**
p  = .000
N = 96

Supported

Pearson Correlation

8 r = -.543**
p  = .000
N =  125

Supported

9 One-Way ANOVA 

F  = 22.302*
p  = .000
N =  125

Partially Supported

9a One-Way ANOVA

Mean Diff. = -.9088* 
p  = .019

Supported
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Table 29 (continued)

A Summary o f  the Hypotheses Test Results

Hypothesis Test Statistics Results

One-Way ANOVA

9b Mean Diff. = -1.2971*
p  = .000

Supported

One-Way ANOVA

9c Mean Diff. = -2.0201*
p  = .000

Supported

One-Way ANOVA

9d Mean Diff. = -.3884
p  = .086

Not Supported

One-Way ANOVA

9e Mean Diff. = -1.1114*
p  = .000

Supported

One-Way ANOVA

9f Mean Diff. = -.7230*
p  = .000

Supported

One-Way ANOVA

10 F=  48.990*
p  = .000
N =  125

Supported

One-Way ANOVA

10a Mean Diff. = -.8551*
p  = .000

Supported

One-Way ANOVA

10b Mean Diff. =-.1.7667*
p  = .000

Supported
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Table 29 (continued)

A Summary o f  the Hypotheses Test Results

Hypothesis Test Statistics Results

One-Way ANOVA

10c Mean Diff. = -.9116*
p  = .000

Supported

The t Test

11 f = -6.918**
p  = .000
N =  125

Supported

Pearson Correlation

12 r = -.324**
p  = .001
N = 96

Supported

Pearson Correlation

13 r = -.228** 
p  = .025 
N = 96

Supported

Pearson Correlation

14 r = -.278**
p  = .006
N = 96

Supported

Pearson Correlation

15 r = -.768**
p  = .000
N = 96

Supported

Pearson Correlation

16 r = .411**
p  = .000
N = 96

Supported

* p <  0.05, 2-tailed. 

** p  < 0.01, 2-tailed.
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CHAPTER 5

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS

This study analyzed the management of privatization by investigating what factors 

affected its success, as well as by testing Ansoff s Strategic Success Hypothesis. This chapter 

is divided into sections: 1) summary of chapters 1 through 4; 2) conclusions from research 

findings; 3) expected contributions of the study; and 4) recommendations.

Summary

This section presents a summary of chapter 1 through chapter 4 of the study. It 

provides the background of the problem, statement of problem, and contribution of the study. 

Moreover, the general theoretical background and the global model will be discussed. The 

research model and its literature review are provided later, followed by research findings of 

the study.

Statement o f the Problem

While many studies have investigated the effects of privatization on financial 

performance, no clear empirical research has examined the behaviors and actions taken 

during the privatization of formerly state-owned enterprises, nor has any considered the 

process of planning and implementing such privatizations in the context of those enterprises’ 

strategies and capabilities. Further, no research has previously applied Ansoff s Strategic 

Success Hypothesis to test the success of privatization and the current performance of the 

organization after the privatization was completely done.
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Since privatization has become an important issue in Thailand in the last two decades, 

it is necessary conduct a study to investigate how privatization policy was implemented and 

how the privatization leaders and participants in the process perceived the environment. A 

study is also needed to evaluate how the success of the privatization was impacted by 

strategic aggressiveness, responsiveness of general management capability, strategic 

behavior, and performance of the organization. This study examined the relationships among 

behaviors revealed and actions taken in the privatization process and the success of 

privatization, as well as relationships among the success of privatization, environmental 

turbulence, strategic aggressiveness, responsiveness of general management capability, 

strategic behavior, and performance of privatized firm.

Purpose o f the Study

This study attempted to provide empirical evidence that the performance of privatized 

firm is relatively proportional to the degree of the success of privatization, strategic 

aggressiveness, general management capability, and strategic behavior. It aimed at 

identifying behaviors and actions that are prime predictors of the success of privatization, as 

well as testing the Ansoff s Strategic Success Hypothesis relating to privatizations.

Expected Contributions o f the Study 

This study was designed to address a practical management problem in how to plan, 

implement, and organize a privatization. The study is expected to contribute to both the 

academic and practical sides of strategic management. In terms of academics, this study may 

contribute to a better understanding of the management of privatization, as well as provide a

166

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

new perspective in evaluating privatization strategies and assessing the organization 

performance after the privatization. The study combined an analysis of both systemic and 

behavioral aspects of the privatization, including an analysis of organizational behaviors and 

evaluation of the Ansoff and McDonnell (1990) Strategic Success Hypothesis. The study 

provided empirical evidence that the performance of a privatized firm is proportionally 

related to success of privatization, strategic aggressiveness, and general management 

capability. In addition, this study tested the Ansoff and McDonnell (1990) strategic 

hypothesis in Thai privatized firms. Regarding the contributions to the practice of 

management, this study also provided knowledge which could be useful for privatization 

leaders and top management in terms of improving the design and management of 

privatization.

Background o f the Problem 

Developed countries have pioneered the design of privatization policies. Many 

developing countries have followed suit in the privatization of their state-owned enterprises, 

as part of the World Bank and other international organizations’ requirements for financial 

aid and technical support. Thousands of state-owned enterprises have been turned over to the 

private sector in Africa, Asia, Latin America, and Eastern and Western Europe. This trend 

was spurred by the well-documented poor performance and failures of state-owned 

enterprises (Boardman and Vining, 1989; Mueller, 1989) and the efficiency improvements 

after privatization (Megginson, Nash, and van Randenborgh, 1994; Ehrlich et al., 1994; La 

Porta and Lopez-de-Silanes, 1999; Frydman et al., 1999; Sheshinski and Lopez-Calva, 2003; 

DeWenter and Malatesta, 2001; Megginson and Netter, 2001; Chong and Lopez-de-Silanes,
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2004a) around the world. Privatization efforts have greatly stalled in recent years, however, 

despite worldwide evidence that points to improved performance, firm restructuring, 

improved outputs, and quality improvements following privatization. The privatization of 

state-owned enterprises gained considerable popularity in developing countries in the 1980s, 

and the trend remains strong. The failures of state-owned enterprises around the world, as 

well as developments in contract and ownership theory, have led to a reassessment of the 

benefits of state ownership in production (Shleifer, 1998). Political interference in a firm’s 

production results in excessive employment, poor choices of products and location, and 

inefficient investment (Shleifer and Vishny, 1996; La Porta and Lopez-de-Silanes, 1999; 

Ehrlich et al., 1994; La Porta and Lopez-de-Silanes, 1999; Frydman et al., 1999; DeWenter 

and Malatesta, 2001; Megginson and Netter, 2001; Chong and Lopez-de-Silanes, 2004a).

The privatization of state-owned enterprises (SOEs) in Thailand has been underway 

for almost 50 years, but the government’s privatization policy has become an important issue 

only in the last decade, such that the number of SOEs was reduced to 84 enterprises in 2003 

(Montreevat, 2004). The role of the private sector in SOEs has increased through the efforts 

of the National Economic and Social Development Programs (NESDPs), with objectives 

varying according to prevailing economic conditions. The inefficiency of the Thai state 

enterprises, including high costs and poor quality of goods or services, is well known to the 

Thai public (Thanitcul, 2006). Kagami (1999), a Japanese commentator, accurately pointed 

out that privatization in Thailand would bring about (a) free entry and competition, (b) cost 

and price reduction, (c) improved services, (d) increased efficiency and efficient resource 

allocation, and (e) temporary assets sales income to the government, which would help to 

reduce deficits (Kagami, 1999). Montreevat (2004) pointed out that privatization has become
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one of the core programs in Thailand’s economic recovery. Due to improving market 

condition and profitability of SOEs, it is expected that the number of privatization 

transactions will steadily increase. Nonetheless, unresolved challenges have arisen in the 

form of uncertainty in the world economy, as well as management, employment, and 

government concerns over foreign shareholding. In particular, unions continue to strictly 

oppose any forms of privatization. All of these issues need to be handled in an appropriate 

manner in order to expedite privatization in Thailand (Montreevat, 2004).

General Theoretical Framework

An Overview o f Privatization

The concept of privatization has not been yet clarified in either theory or practice 

(Bailey, 1987; Kolderie, 1986; Kay and Thompson, 1986). Defining privatization is not a 

simple matter, and privatization is a complex concept that has many meanings (Palumbo & 

Maupin, 1989). Typically, the most common meaning of “privatization” is a change in 

ownership of an enterprise, and thus its governance and control systems (Ramamurti, 1992; 

Zahra et al., 2000). The act of privatization includes actions and activities that transfer the 

ownership of state-owned enterprises to the private sector. Privatization is comprised of two 

important elements: methods and time. Privatization method refers to the new structure of 

ownership and the extent of change during the privatization process, while privatization time 

refers to the timing of the ownership structure change (Antoncic and Hisrich, 2003).

The reasons for poor performance of state-owned enterprises are myriad. 

Theoretically, a state-owned enterprise should be able to operate as efficiently as a private
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firm, given that both of them function in a competitive setting with the same rules and 

incentives. However, it practically has appeared difficult for governments not to intervene by 

providing publicly financed support for their state-owned enterprises, or by discriminating 

against private competitors (Prateapusanond, 2001).

Governments engage in privatization programs to pursue different goals at different 

times. In other words, the objectives of privatization are as varied as the methods of the 

countries undertaking them. The literature reports that governments expect to achieve several 

objectives through privatization, including raising revenues through the sales of state-owned 

enterprises, relieving the government from the fiscal burden, generating new sources of cash 

revenue, attracting new foreign investment and technology, increasing productive and 

operating efficiency of state-owned enterprises, developing the domestic capital market, 

minimizing government interference in the economy, promoting competition, dispersing 

business ownership, gaining political advantage, and responding to pressures from external 

agencies such as the International Bank of Reconstruction and Development, the 

International Monetary Fund, and the World Bank (Prateapusanond, 2001).

The Global Model

The global model depicted in Figure 3 is a simplification of the reality of 

privatizations, and was developed to include selected important or essential attributes that 

constitute and/or relate to privatizations. The relationships among these attributes are clearly 

mapped. The global model is divided into six sections. The top section, labeled as (1), 

concerns the economic and socio-political environment as well as strategic information 

filters. The layer below shows actors in the privatization, their behaviors and actions. The left
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hand side, labeled as (2), shows the actors in the privatization process and their relationships. 

The right hand side, labeled as (3) and further depicted in Figure 2 (our research domain), 

shows strategic change during the privatization process, based on behavior revealed and 

actions taken by change leaders and participants. The layer below shows different strategies 

that can be used, including societal strategy, competitive/operating strategy, and business 

strategy (strategic diagnosis). The left hand side, labeled as (4), shows competitive/operating 

strategy and its interactions with the internal environment. The center of this layer, labeled as 

(5), shows societal strategy and its three sub-strategies, including social responsibility 

strategy, legitimacy strategy, and political-commercial strategy. The right hand side, labeled 

as (6) and further depicted in Figure 4 as a part of our research domain, shows the strategic 

success hypothesis, which is used to analyze the organization’s strategy and capabilities 

within its business environment.
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Economic and Socio-Political Environment

The importance of the environment as a determinant of strategy has been explored by 

many researchers (Aguilar, 1967; Hofer and Schendel, 1978; Steiner, 1969; Thompson and 

Strickland, 2001). Some consider the task and/or the general environment (Dill, 1958; Fahey 

and Narayanan, 1986; Kotter, 1978; Thompson, 1967). Others consider the industry/ 

competitive environment (Porter, 1980) and the social and culture environment (Schien,

1980). The relationship between the organization and its environment has also been 

investigated (Lawrence and Lorsch, 1969; Negandhi and Reimann, 1972); moreover, how 

this environment affects or causes any changes in the organization will depend on the 

perceptions of the conditions and the attention given to the perceived conditions by policy

makers (Downey and Slocum, 1975; Duncan, 1972; Zaltman et a l, 1973). Environmental 

turbulence is the degree of novelty, complexity, and speed of change in the environment 

(Ansoff and McDonnell, 1990). Previous studies (Emery and Trist, 1965; Ansoff, Declerck, 

and Hays, 1976), Ansoff and McDonnell (1990) were able to develop a 5-point 

environmental turbulence scale: 1) repetitive, 2) expanding, 3) changing, 4) discontinuous, 

and 5) surprising. According to open systems theories (Ansoff & McDonnell, 1990; Daft 

and Weick, 1984), successful organizations are those that receive and accurately process 

information from the environment. Moreover, organizations are systems which are largely 

dependent upon their environments (Scott, 1992).

Strategic Information Filters

Ansoff and McDonnell (1990) provided a model in which management information 

consists of three types of strategic information filters: the surveillance filter, the mentality
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filter, and the power filter. The environmental surveillance and analysis techniques are 

viewed as a filter through which information about the external environment must pass on its 

way into the firm. Sutcliffe (1994) pointed out based on his research that decision makers 

accurately perceive environmental issues and formulate their strategies based on their own 

perceptions. Despite attempts to objectively gather and process environmental information, 

however, evaluations are likely to include various degrees of subjective judgment from 

managers who are processing the information. In other words, the interpretation of the 

environmental surveillance data is influenced by the individual judgments and perceptions of 

involved managers (Bourgeois, 1985), who are highly influenced by their culture, 

personalities, mindsets, and prior experiences (Ansoff and McDonnell, 1990). Due to 

bounded rationality and organizational filtering, not all opportunities and threats are 

perceived by managers (Kumar, Subramanian, and Strandholm, 2001) and not all 

environmental information is categorized in the same maimer by all organization. The same 

issue can be categorized by one organization as an opportunity but by another as a threat, 

owing to differences in the organizations’ filters.

Actors in the Privatization Process

Any change in the environment will send signals to the actors in the privatization. 

These signals will move through the strategic information filters of organizational politics, 

culture, and cognition of individuals. Only then are these signals perceived by the actors. 

These strategic information filters might block or change the original signal of the change, 

depending on the strength and nature o f the filters. Environmental changes might be 

perceived by different actors in the privatization, including the government, the top
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management, division managers, and stakeholders such as stockholders, the board of 

directors, owners, and other organizations and individuals who have a strong influence on the 

organization. In addition, external change agents, such as consultants who might be recruited 

by the government, top management, or stakeholders, may also influence the change process 

of the privatization. Finally, the rest of the organization, which might include middle 

management and employees, may also perceive the change. Furthermore, stakeholders as 

well as the legislative environment and the rules of the game might also influence the rest of 

the organization to perceive environmental turbulence or the change. Legislative 

environment and the rules of the game may influence capital resource availability ; 

information about that capital resource will in turn influence the organization.

The government

Governments that have higher poverty and lower incomes are less likely to privatize 

state-owned enterprises than are governments that have lower poverty and higher incomes 

(Warner and Hefetz, 2000). There are four forces that cause government to grow: first, 

demographic changes that cause increased public demands; second, public desires to ratify 

social ills or to preserve existing social programs; third, demands by service providers such 

as government itself, caused by political imperatives, government monopolies, and employee 

voting; and finally, inefficiency such as overstaffing, overpaying, and overbuilding (Savas, 

1987).
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Top management

The behavior of top management is considered the key ingredient in the performance 

of the organization (Day and Lord, 1986; Thomas, 1988; Weiner and Mahoney, 1981) and in 

a successful change effort within it (Beckhard and Harris, 1987; Buller and McEvoy, 1989; 

Kotter and Schlesinger, 1979; Lombiser, 1992; Mackenzie, 1969; Nadler and Tushman, 

1990). Nonetheless, several researchers point out that the change leaders are not always part 

of the top management, even though most literature on organizational change assumes that 

they are (Bennis, 1966; Johnson, 1992; Tushman, Newman, and Romanelli, 1986). However, 

even those researchers agree that whether the top management is directly in charge of the 

change, their support of the change is in any case a major determinant of its outcome. A 

substantial amount of empirical research supports this view (Lombriser, 1992).

Employees below top management

Most of the research below the top management level in the change process is 

concerned with the degree to which top management should be involved in the decision 

making and planning process (Barczak, Smith, and Wilemon, 1987; Buller and McEvoy, 

1989; Grundy and King, 1992; Kearns and Hogg, 1988; Manz, Keating, and Donnellon,

1990; Nord and Tucker, 1987; Sashkin, 1984, 1986).

Stakeholders

In practice, profits are not the only viable objective of the firm. Stakeholders 

stimulate the pursuit of other goals that drive the firm’s behavior (Ansoff. 1979a) 

Stakeholders are all parties, including shareholders, the board of directors, and owners, as
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well as other organizations and individuals who have a strong influence on the organization’s 

behavior and performance, such as suppliers and consumers (Ansoff and McDonnell, 1990; 

Griffin, 2002). Moreover, when stakeholders perceive information from their business 

environment, they may influence the government, the top management, managers, and the 

rest of the organization to perceive environmental turbulence or the change. Managers are 

assumed to be motivated by shareholder interests to create economic value.

External change agents

External change agents provide clear and effective perspectives in the change process 

(Staw, 1982). In contrast, the most powerful members of the organization are usually the 

ones who are closet to the paradigm of the organization. Thus, they fail to realize that the 

strategic change is needed when the environmental turbulence shifts, and the old paradigm of 

the organization is no longer appropriate (Jones, 1992). Therefore, the authors recommended 

interventions by outsiders in strategic changes, because those outsiders’ effectiveness will not 

be inhibited by habituation to the old organizational paradigm.

Competitive/Operating Strategy

The pattern of decisions and actions made in each key area must reflect the 

competitive priority established by the business unit (Smith & Reece, 1999) and meet several 

criteria for operations strategy (Wheelwright, 1984). The competitive strategy model 

developed by Porter (1996) provided an excellent model for competitive settings in which 

rivalry among industry competitors dictates decision making. Moreover, as Porter stated, 

competitive strategy is about being different. In other words, to deliver a unique mix of
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value, firms must deliberately choose to perform activities differently or to perform entirely 

different ones than those of their rivals (Porter, 1996). Competitive strategy involves 

positioning a business to maximize the value of capabilities that distinguish it from its 

competitors (Porter, 1980). The strategy involves obtaining information about competitors 

and using this information to predict competitors’ behavior.

Competitive/Operating Behavior

Competitive and operating behavior is composed of the short-term responses 

necessary by a firm to make profitable the goods/rewards exchange with the environment. 

The firm does this by attempting to produce as efficiently as possible and by securing the 

highest possible price and market share (Ansoff, 1965). In recent years, Porter’s (1980) five 

competitive forces and three generic competitive strategies have influenced much of the 

thinking on competitive behavior. According to Ansoff (1965), change in operating behavior 

can be incremental when prices, quantities produced, and capacity change slowly and in 

steps. Change in operating behavior can also be discontinuous, as evidenced by firms that 

launch price wars through drastic price reductions or by computer-assisted manufacturing. 

The objective in operating decisions is to maximize the efficiency of the firm’s resource 

conversion process or to maximize profitability of current operations. The key decisions 

involve pricing, establishing marketing strategy, setting production schedules and inventory 

levels, and deciding on relative expenditures in support of research and development, 

marketing, and operations (Ansoff, 1965). By focusing on firms within specific industry, 

several empirical studies have examined the impact of increased environmental turbulence on 

a firm’s competitive behavior. Meyer, Brooks, and Goes (1990) studied the changes in

178

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

competitive behavior of San Francisco hospitals during the 1980s as that industry underwent 

dramatic changes. The authors found that hospitals adopted more entrepreneurial competitive 

behavior in response to increased environmental turbulence. In contrast, some researchers 

have argued that firms should maximize the uncertainties associated with operating in 

turbulent environments by adopting risk-averse competitive behavior (Miles, Arnold, and 

Thompson, 1993). Their study of furniture manufacturers revealed significant negative 

correlations between turbulent environments and entrepreneurial competitive behavior. 

Ansoff and McDonnell (1990) divided the operating budget into three categories: 1) support 

of continued profit making using the current capacity of the firm, 2) investment in capacity 

expansion, and 3) investment in increasing profits through cost reduction.

Societal Strategy

Societal strategy is composed of goals and action plans of which the overall purpose 

is to guide the ways in which management intends the organization to respond to the major 

social demands placed on it. It is an explicit definition of the organization’s social 

responsibility, i.e. how it is expected to react to the demands of particular groups of external 

constituents. The idea of isolating social responsibility in a strategy level separate from 

corporate, business, and functional (Ansoff, 1979b; Schendel & Hofer, 1979) is not new. 

Using early theoretical models (Ansoff 1979b), empirical study has validated the relationship 

(Moussetis, et al, 1999).
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The Research Model

The research model depicted in Figure 2 summarizes the research variables described 

in this section and presents a graphical outlay of the relationships among the different 

variables. The left side of the research depicts such strategic change during the privatization 

process while the right side of the model depicts strategic posture analysis (Ansoff and 

McDonnell, 1990: 30-31) which has been validated empirically (Abu-Rahma, 1999; Al- 

Hadramy, 1992; Chabane, 1987; Choi, 1993; Djohar, 1991; Gabriel, 1996; Gustafson, 2003; 

Han 1999; Hatziantoniou, 1986; Jaja, 1989; Lewis, 1989; Lorton, 2006; Mitiku, 1992; 

Moussetis, 1996; Phadungtin, 2003; Salameh, 1987; Sullivan, 1987; Wang, 1991). The 

strategic change during the privatization process, as presented on the left side of the research 

model, provides the relationships between behaviors revealed and actions taken (independent 

variables) and the success of privatization (dependent variable). This is divided into three 

main sections: platform building, management of the privatization process, and privatization 

actions sequences. This research suggested that the firm’s performance is optimal when:

1) The aggressiveness of the firm’s strategic behavior matches the turbulence

2) The responsiveness of the firm’s capability matches the aggressiveness of its 

strategy

3) The components of the firm’s capability must be supportive of one another 

(Ansoff and McDonnell, 1990: 30-31).
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Research Questions and Hypotheses 

From the research model presented above, the following 16 research questions (RQ) 

and hypotheses (H) were established. In addition, the conceptual and operational definitions 

for research variables used in each research question and hypothesis are also provided is in 

this section.

Research Question and Hypothesis 1

RQ1: What is the relationship between top management support for privatization and 

success of privatization?

Hal : There is a significant relationship between top management support for 

privatization and success of privatization.

Hoi: There is no relationship between top management support for privatization and 

success of privatization.

Top management support for privatization is defined as the act of agreeing on the 

privatization by top management. The importance for this support is not only in how much 

support was given but also how visible this support is to the participants in the privatization. 

Operationally, it is measured by the degree of top management support of the privatization 

visible to the participants throughout the process, using a 5-point Likert scale ranging from 1 

= no visible support to 5 = full visible support.

Success of privatization is defined as an assessment of the achievement of the 

privatization as a whole. Operationally, it is the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies
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and capabilities refers to the effectiveness of the chosen strategies and capabilities in their 

respective environments. This evaluation of quality was done without considering how well 

the organization actually implemented the strategies/capabilities. Operationally, it is the 

arithmetic mean of scores for the quality of chosen strategies. The strategies were measured 

in terms of their effectiveness in the environment, regardless of how well the strategies were 

implemented. The quality of chosen capabilities was measured in terms of how well they 

supported the chosen strategies, regardless of how well the capabilities were implemented. A 

5-point Likert scale ranging from 1 = bad to 5 = good was used. Success of implementation 

of strategies and capabilities is defined as how well the chosen strategies and capabilities 

were actually implemented, regardless of how well the chosen strategies suited their 

respective environments. Operationally, it is the arithmetic mean of scores for success of 

implementation of new strategies and implementation of new internal capabilities, regardless 

of their quality. Again a 5-point Likert scale ranging from 1 = poorly implemented to 5 = 

well implemented was used. Overall success of privatization is defined as an assessment of 

the achievement of the privatization, as measured by the satisfaction of privatization leaders’ 

personal objectives. Operationally, it is measured by the overall achievement of the 

implemented privatization, based on how well it satisfied the privatization leaders’ personal 

objectives. Again a 5-point Likert scale ranging from 1 = unsuccessful to 5 = successful was 

used.

Research Question and Hypothesis 2

RQ2: What is the relationship between adequacy of power base and success of 

privatization?
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Ha2: There is a significant relationship between adequacy of power base and success

of privatization.

Ho2: There is no relationship between adequacy of power base and success of 

privatization.

Adequacy of power base is defined as privatization leaders’ having sufficient power 

at the beginning of the privatization to overcome possible resistance and carry through the 

privatization. Operationally, it is measured by the adequacy of privatization leaders’ power to 

overcome resistance at the beginning of privatization, using a 5-point Likert scale ranging 

from 1 = inadequate to 5 = adequate.

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 3

RQ3: What are the differences in the mean success of privatization among four 

initiation times for the development of acceptance for privatization and a shared vision of the 

organization’s position in its future environment?
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RQ3a: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position after the development of strategies and capabilities?

Ha3a: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position after the development of strategies and capabilities.

Ho3a: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position after the development of strategies and capabilities.

RQ3b: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop knowledge/information about the future environment, as 

well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants in parallel with the development of strategies and capabilities?

Ha3b: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2)
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privatizations that developed an acceptance for privatization and a shared vision of their 

position in parallel with the development of strategies and capabilities.

H03b: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position in parallel with the development of strategies and capabilities.

RQ3c: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position before the development of strategies and capabilities?

Ha3c: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position before the development of strategies and capabilities.

Ho3c: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop an acceptance for the privatization among participants, 

as well as a shared vision of the organization’s position in its future environment, and (2) 

privatizations that developed an acceptance for privatization and a shared vision of their 

position before the development of strategies and capabilities.
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RQ3d: What is the difference in the mean success of privatization between (1) 

privatizations that developed an acceptance for the privatization among participants, as well 

as a shared vision of the organization’s position in its future environment after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position in parallel with the 

development of strategies and capabilities?

Ha3d: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position in parallel with the 

development of strategies and capabilities.

H03d: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position in parallel with the 

development of strategies and capabilities.

RQ3e: What is the difference in the mean success of privatization between (1) 

privatizations that developed an acceptance for the privatization among participants, as well 

as a shared vision of the organization’s position in its future environment after the 

development of strategies and capabilities, and (2) privatizations that developed an
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acceptance for privatization and a shared vision of their position before the development of 

strategies and capabilities?

Ha3e: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position before the development of 

strategies and capabilities.

Ho3e: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment after the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position before the development of 

strategies and capabilities.

RQ3f: What is the difference in the mean success of privatization between (1) 

privatizations that developed an acceptance for the privatization among participants, as well 

as a shared vision of the organization’s position in its future environment in parallel with the 

development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position before the development of 

strategies and capabilities?

Ha3f: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment in parallel
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with the development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position before the development of 

strategies and capabilities.

H03f: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed an acceptance for the privatization among participants, as 

well as a shared vision of the organization’s position in its future environment in parallel 

with the development of strategies and capabilities, and (2) privatizations that developed an 

acceptance for privatization and a shared vision of their position before the development of 

strategies and capabilities.

Development of acceptance for privatization and a shared vision of the organization’s 

position in its future environment is defined as the act of building an acceptance/willingness 

to approve the privatization among its participants, as well as privatization leaders’ building a 

vision among participants in the privatization effort. Operationally, it is measured by the 

initiation time of building that acceptance and shared vision using a time-dependent 4-point 

scale in which 1 = not performed support, 2 = started after planning and implementing 

strategies and capabilities, 3 = started in parallel with planning and implementing strategies 

and capabilities, and 4 = started before planning and implementing strategies and capabilities.

Success of privatization is measured as the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of
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privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 4

RQ4: What is the relationship between privatization leaders’ anticipation of 

challenges throughout privatization and the success of privatization?

Ha4: There is a significant relationship between privatization leaders’ anticipation of 

challenges throughout privatization and the success of privatization.

Ho4: There is no relationship between privatization leaders’ anticipation of challenges 

throughout privatization and the success of privatization.

Privatization leaders’ anticipation of challenges throughout privatization is defined as 

the act of predicting any possible problems and challenges throughout the privatization by 

the privatization leader(s). These problems and challenges may include capacities, skills, 

knowledge and types of information required by the privatization, and resistance to the 

privatization. Operationally, it is measured by the proportion of problems and challenges the 

privatization leader foresaw ahead of time throughout the privatization, including capacities, 

skills, knowledge and types of information required by the privatization, as well as resistance 

to the privatization. A 5-point Likert scale, ranging from 1 = foresaw none or very few to 5 = 

foresaw all or almost all, is used.

Success of privatization is measured as the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good.
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Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 5

RQ5: What is the difference in the mean success of privatization between (1) 

privatizations that conducted an analysis at the beginning of the privatization process to 

identify potential support/resistance from members of the organization important for success 

of privatization, and (2) privatizations that did not?

Ha5: There is a significant difference in the mean success of privatization between (1) 

privatizations that conducted an analysis at the beginning of the privatization process to 

identify potential support/resistance from members of the organization important for success 

of privatization, and (2) privatizations that did not.

H05: There is no significant difference in the mean success of privatization between 

(1) privatizations that conducted an analysis at the beginning of the privatization process to 

identify potential support/resistance from members of the organization important for success 

of privatization, and (2) privatizations that did not.

Diagnosis of support/resistance is defined as the act of identifying possible support 

and resistance for the privatization by the privatization leader. Operationally, it is measured 

by whether or not the privatization leader conducted a diagnosis at the beginning of the 

privatization to identify potential support /resistance from members of the organization 

important to the success of the privatization. The event is registered using 1 = no and 2 = yes.
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Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 6

RQ6: What is the relationship between the involvement of participants and success of 

privatization?

Ha6: There is a significant relationship between the involvement of participants and 

success of privatization.

Ho6: There is no relationship between the involvement of participants and success of 

privatization.

Involvement of participants is defined as the enagagement in the privatization of 

people who were important to its implementation. Operationally, it is measured as what 

degree people important to the implementation of privatization were involved in the prior 

planning of it, using a 5-point Likert scale ranging from 1 = not involved to 5 = fully 

involved.

Success of privatization is measured as the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of
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strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 7

RQ7: What is the relationship between the rewards and incentives for participants and 

success of privatization?

Ha7: There is a significant relationship between the rewards and incentives for 

participants and success of privatization.

H07: There is no relationship between the rewards and incentives for participants and 

success of privatization.

Rewards and incentives for participants is defined as something that was given as a 

return to people engaged in the privatization. These rewards and incentives came in 6 forms: 

bonuses, salary increases, promotions, increases in autonomy, support for risk taking, and 

other benefits. Operationally, it is the arithmetic mean of the scores of these 6 different types 

of reward and incentives. Bonus is defined as a sum of money or an equivalent given to an 

employee in addition to the employee’s usual compensation. Operationally, it is measured as 

the level of bonus offered, using a 5-point Likert scale ranging from 1 = not offered or 

offered a very small amount to 5 = offered a very large amount. Salary increase is defined as 

an increasing amount in fixed compensation for services paid to a person on a regular basis.
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Operationally, it is measured by the level of salary increase offered, using a 5-point Likert 

scale ranging from 1 = not offered or offered a very small amount to 5 = offered a very large 

amount. Promotion is defined as the act of promoting someone to a more senior position. 

Operationally, it is measured by the level of promotion offered, using a 5-point Likert scale 

ranging from 1 = not offered or offered a very small amount to 5 = offered a very large 

amount. Increase in autonomy is defined as the act of increasing the condition or quality of 

being independence. Operationally, it is measured by the level of autonomy increase offered, 

using a 5-point Likert scale ranging from 1= not offered or offered a very small amount to 5 

= offered a very large amount. Support for risk taking is defined as an act of supporting new 

approaches or ideas with no predictable control over results or consequences. Operationally, 

it is measured as the level of support for risk taking offered, using a 5-point Likert scale 

ranging from 1 = not offered or offered a very small amount to 5 = offered a very large 

amount. Other benefits is defined as any other rewards and incentives that are offered to 

participants in the privatization, other than the 5 already mentioned. Operationally, it is 

measured by the level of other benefits offered, using a 5-point Likert scale ranging from 1 = 

not offered or offered a very small amount to 5 = offered a very large amount.

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of
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privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 8

RQ8: What is the relationship between resistance to privatization and success of 

privatization?

Ha8: There is a significant relationship between resistance to privatization and success 

of privatization.

Ho8: There is no relationship between resistance to privatization and success of 

privatization.

Resistance to privatization is defined as the act of participants’ opposing the process 

of privatization. The symptoms of resistance are: rejection, procrastination/ indecision, 

sabotage, persistence in old ways of doing things, and others. Operationally, it is the 

arithmetic mean of the scores of resistance levels from these 5 resistance attributes.

Rejection is defined as the act of refusing to accept something. In this case, it refers to 

refusing to accept the privatization. Operationally, it is measured by the level of rejection, 

using a 5-point Likert scale ranging from 1 = did not exist or existed in a very small amount 

to 5 = existed in a very large amount. Procrastination/Indecision is defined as the act of 

postponing or delaying in doing something, in this case the privatization. Operationally, it is 

measured by the level of procrastination/indecision, using a 5-point Likert scale ranging from 

1 = did not exist or existed in a very small amount to 5 = existed in a very large amount. 

Sabotage is defined as the deliberate act of destroying property or obstructing normal 

operations during the privatization. Operationally, it is measured by the level of sabotage,
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using a 5-point Likert scale ranging from 1 = did not exist or existed in a very small amount 

to 5 = existed in a very large amount. Persistence in old ways of doing things is defined as 

the act of persisting or continuing doing things in the ways participants are used to, despite 

resistance. Operationally, it is measured by the level of persistence, using a 5-point Likert 

scale ranging from 1 = did not exist or existed in a very small amount to 5 = existed in a very 

large amount. Others are defined as any other forms of resistance from participants that 

occurred in the privatization and were not already mentioned. Operationally, it is measured 

by the level of other forms of resistance, using a 5-point Likert scale ranging from 1 = did not 

exist or existed in a very small amount to 5 = existed in a very large amount.

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 9

RQ9: What are the differences in the mean success of privatization among four 

initiation times for the development of knowledge/information about the future environment 

to be used in the planning of strategies and capabilities, as well as in initiating the 

development of planning skills of participants important for the planning of the privatization?
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RQ9a: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop knowledge/information about the future environment, as 

well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants after the development of strategies and capabilities?

Ha9a: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants after the development of strategies and capabilities.

Ho9a: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants after the development of strategies and capabilities.

RQ9b: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop knowledge/information about the future environment, as 

well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants in parallel with the development of strategies and capabilities?

Ha9b: There is a significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed
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knowledge/information about the future environment, as well as planning skills of 

participants in parallel with the development of strategies and capabilities.

Ho%: There is no significant difference in the mean success of privatization between 

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants in parallel with the development of strategies and capabilities.

RQ9c: What is the difference in the mean success of privatization between (1) 

privatizations that did not develop knowledge/information about the future environment, as 

well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants before the development of strategies and capabilities?

Ha9c: There is a significant difference in the mean success of privatization between

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants before the development of strategies and capabilities.

Ho9c: There is no significant difference in the mean success of privatization between

(1) privatizations that did not develop knowledge/information about the future environment, 

as well as planning skills of participants, and (2) privatizations that developed 

knowledge/information about the future environment, as well as planning skills of 

participants before the development of strategies and capabilities.
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RQ9d: What is the difference in the mean success of privatization between (1) 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants after the development of strategies and capabilities, and (2) 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants in parallel with the development of strategies and capabilities? 

Ha9d: There is a significant difference in the mean success of privatization between

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants after the development of strategies and capabilities, and

(2) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants in parallel with the development of strategies and 

capabilities.

Ho9d: There is no significant difference in the mean success of privatization between

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants after the development of strategies and capabilities, and

(2) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants in parallel with the development of strategies and 

capabilities.

RQ9e: What is the difference in the mean success of privatization between (1) 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants after the development of strategies and capabilities, and (2) 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants before the development of strategies and capabilities?
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Ha9e: There is a significant difference in the mean success of privatization between

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants after the development of strategies and capabilities, and

(2) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants before the development of strategies and capabilities.

Ho9e: There is no significant difference in the mean success of privatization between

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants after the development of strategies and capabilities, and

(2) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants before the development of strategies and capabilities.

RQ9f: What is the difference in the mean success of privatization between (1) 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants in parallel with the development of strategies and capabilities, 

and (2) privatizations that developed knowledge/information about the future environment, 

as well as planning skills of participants before the development of strategies and 

capabilities?

Ha9f: There is a significant difference in the mean success of privatization between 

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants in parallel with the development of strategies and 

capabilities, and (2) privatizations that developed knowledge/information about the future 

environment, as well as planning skills of participants before the development of strategies 

and capabilities.
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Ho9f: There is no significant difference in the mean success of privatization between 

(1) privatizations that developed knowledge/information about the future environment, as 

well as planning skills of participants in parallel with the development of strategies and 

capabilities, and (2) privatizations that developed knowledge/information about the future 

environment, as well as planning skills of participants before the development of strategies 

and capabilities.

Development of knowledge/information and planning skills is defined as the act of 

acquiring knowledge and information about the future environment for the planning of 

strategies and capabilities of the privatization, as well as the acquisition of planning skills of 

participants in the planning process of the privatization. Operationally, it is measured by the 

initiation point of acquiring knowledge/information about the future environment as well as 

developing planning skills. The study used a time-dependent 4-point scale, where 1 = not 

performed support, 2 = started after planning and implementing strategies and capabilities, 3 

= started in parallel with planning and implementing strategies and capabilities, and 4 = 

started before planning and implementing strategies and capabilities.

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.
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Research Question and Hypothesis 10

RQ10: What are the differences in the mean success of privatization among different

implementation sequences of strategies and capabilities?

RQlOa: What is the difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies and capabilities were developed at the same time?

Ha10a: There is a significant difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies and capabilities were developed at the same time.

HolOa: There is no significant difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies and capabilities were developed at the same time.

RQlOb: What is the difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies were developed first?

Ha10b: There is a significant difference in the mean success o f privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies were developed first.

Ho 10b: There is no significant difference in the mean success of privatization between 

privatizations in which capabilities were developed first and privatizations in which 

strategies were developed first.
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RQlOc: What is the difference in the mean success of privatization between 

privatizations in which strategies and capabilities were developed at the same time and 

privatizations in which strategies were developed first?

Ha10c: There is a significant difference in the mean success of privatization between 

privatizations in which strategies and capabilities were developed at the same time and 

privatizations in which strategies were developed first.

H010c: There is no significant difference in the mean success of privatization between 

privatizations in which strategies and capabilities were developed at the same time and 

privatizations in which strategies were developed first.

Implementation sequence of strategies and capabilities is defined as in the order of 

implementing strategies and capabilities for the privatization. Operationally, it is measured 

by whether strategies or capabilities were implemented first or whether both were 

implemented at the same time, such that 1 = capabilities were developed first, 2 = strategies 

and capabilities were developed at the same time, and 3 = strategies were developed first.

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.
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Research Question and Hypothesis 11

RQ11: What is the difference in the mean success of privatization between (1) 

privatizations that used a sequential approach in the planning and implementation process, 

and (2) privatizations that used a modular approach in the planning and implementation 

process?

Hal 1: There is a significant difference in the mean success of privatization between 

(1) privatizations that used a sequential approach in the planning and implementation 

process, and (2) privatizations that used a modular approach in the planning and 

implementation process.

Hoi 1: There is no significant difference in the mean success of privatization between 

(1) privatizations that used a sequential approach in the planning and implementation 

process, and (2) privatizations that used a modular approach in the planning and 

implementation process.

Segmenting of planning and implementation of privatization is defined as ways in 

which planning and implementation of the privatization were divided and accomplished. 

Operationally, the segmenting is measured by whether planning and implementation were 

sequential (with all planning coming first, followed by the implementation) or modular and 

concurrent (each with its own planning and implementation phase), such that 1 = a sequential 

approach and 2 = a modular approach.

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good.
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Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Research Question and Hypothesis 12

RQ12: What is the relationship between strategic aggressiveness gap and 

performance of the organization?

Ha12: There is a significant relationship between strategic aggressiveness gap and 

performance of the organization.

H012: There is no relationship between strategic aggressiveness gap and performance 

of the organization.

Strategic aggressiveness gap is defined as the degree of misalignment between ideal 

strategic aggressiveness and the actual strategic aggressiveness of the firm. Operationally, it 

is the absolute difference of environmental turbulence and the actual strategic aggressiveness 

of the firm.

Strategic aggressiveness is defined as the discontinuity between successive strategic 

projects (Ansoff and McDonnell, 1990). Operationally, it is measured on a 5-point Likert 

scale ranging from 1 = stable to 5 = creative.

Environmental turbulence is defined as a measure of the changeability and 

predictability of the firm’s environment (Ansoff and McDonnell, 1990). Operationally, it is 

the arithmetic mean of the scores for complexity of the environment, novelty of change, 

rapidity of change and visibility of the future, as measured on a 5-point Likert scale ranging
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from 1 = repetitive to 5 = surprising. Complexity of the environment is defined as the scope 

of internationalization that the firm encounters in the environment (Ansoff and McDonnell, 

1990). Operationally, it is measured on a 5-point Likert scale ranging from 1 = local to 5 = 

global. Novelty of change is defined as the relative novelty of the successive challenges that 

the firm encounters in the environment (Ansoff and McDonnell, 1990). Operationally, it is 

measured on a 5-point Likert scale ranging from 1 = no change to 5 = new and unpredictable. 

Rapidity of change is defined as the ratio of the speed of evolution of challenges in the 

environment to the average speed of response in the firm’s industry (Ansoff and McDonnell, 

1990). Operationally, it is measured on a 5-point Likert scale ranging from 1 = much slower 

than response to 5 = much faster than response. Visibility of the future is defined as the 

predictability of information about the future, available at the time decision is made (Ansoff 

and McDonnell, 1990). Operationally, it is measured on a 5-point Likert scale ranging from 1 

= always predictable to 5 = unpredictable.

Performance of the organization is defined as a comparison of the organizations 

actual and expected outputs in terms of its goals and objectives. Operationally, it is the 

arithmetic mean of the scores for three attributes: growth, profitability, and market share. 

Growth is generally defined as an increase in business revenues or sales. Operationally, it is 

defined as an organization’s ability to generate expected amount of growth, as measured on a 

5-point Likert scale ranging from 1 = none of the growth expectations was met to 5 = all of 

the growth expectations were met. Profitability is defined as the ability of a firm to earn a 

profit. Operationally, it is defined as an organization’s ability to generate an expected amount 

of profit, as measured on a 5-point Likert scale ranging from 1 = none of the profitability 

expectations was met to 5 = all of the profitability expectations were met. Market share is
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the percentage or proportion of the total available market or market segment that is being 

serviced by a firm. Operationally, it is defined as an organization’s ability to generate an 

expected market share, as measured on a 5-point Likert scale ranging from 1 = none of the 

market share expectations was met to 5 = all of the market share expectations were met.

Research Question and Hypothesis 13

RQ13: What is the relationship between general management capability gap and 

performance of the organization?

Ha13: There is a significant relationship between general management capability gap 

and performance of the organization.

Hoi3: There is no relationship between general management capability gap and 

performance of the organization.

General management capability gap is defined as the degree of misalignment between 

ideal general management capability and the actual general management capability of the 

firm. Operationally, it is the absolute difference of environmental turbulence and the actual 

general management capability of the firm.

General management capability is defined as the propensity and ability of general 

management to engage in behavior that will optimize attainment of the firm’s long-term 

objectives (Ansoff and McDonnell, 1990). Operationally, it is the arithmetic mean of the 

scores of eight general management capability attributes: strategic leadership style, problem 

solving skills, risk propensity, personal knowledge, attitude to change, model of success, 

change trigger, and problem priority. Leadership style is defined as the style of direction and 

collaborative behavior exhibited by the general manager of the firm (Volberda, 1998).
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Operationally, it is measured as the style of leadership style, using a 5-point Likert scale 

ranging from 1 = custodial to 5 = creative. Problem solving skills is defined as an 

individual’s information processes used in problem solving and decision making (Simon, 

1960). Operationally, it is measured as the level of problem solving skills, using a 5-point 

Likert scale ranging from 1 = trial and error to 5 = create alternatives. Risk propensity is 

defined as an individual’s willingness to take risks in strategic decisions (Ansoff and 

McDonnell, 1990). Operationally, it is measured by the level of risk propensity, using a 5- 

point Likert scale ranging from 1 = reject to 5 = seek novel risks. Knowledge is defined as an 

individual’s scope of knowledge about the firm and its environment (Ansoff and McDonnell, 

1990). Operationally, it is measured by the level of personal knowledge, using a 5-point 

Likert scale ranging from 1 = internal politics to 5 = emerging environment. Attitude toward 

change is defined as an individual’s openness toward change (Ansoff and McDonnell, 1990). 

Operationally, it is measured by the level of attitude to change, using a 5-point Likert scale 

ranging from 1 = reject to 5 = create change. Model of success is defined as an individual’s 

perception of the type of strategic behavior that will lead to successful performance of the 

firm (Ansoff and McDonnell, 1990). Operationally, the model of success is measured using a 

5-point Likert scale ranging from 1 = stability to 5 = innovation. Problem trigger is defined 

as the strength of signal required to initiate strategic change (Ansoff and McDonnell, 1990). 

Operationally, it is measured on a 5-point Likert scale ranging from 1 = react to crisis to 5 = 

innovative breakthroughs. Problem priority is defined as the category of challenges faced by 

the firm that receives priority by general management (Ansoff and McDonnell, 1990). 

Operationally, it is measured on a 5-point Likert scale ranging from 1 = power struggle to 5 = 

creativity.
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Environmental turbulence is measured by the arithmetic mean of the scores for 

complexity of the environment, novelty of change, rapidity of change and visibility of the 

future, as measured on 5-point Likert scale ranging from 1 = repetitive to 5 = surprising. 

Complexity of the environment is measured on a 5-point Likert scale ranging from 1 = local 

to 5 = global. Novelty of change is measured on a 5-point Likert ranging from 1 = no change 

to 5 = new and unpredictable. Rapidity of change is measured on a 5-point Likert scale 

ranging from 1 = much slower than response to 5 = much faster than response. Visibility of 

the future is measured on a 5-point Likert ranging from 1 = always predictable to 5 = 

unpredictable.

Performance of the organization is the arithmetic mean of the scores for three 

attributes: growth, profitability, and market share. Growth is an organization’s ability to 

generate an expected amount of growth, as measured on a 5-point Likert scale ranging from 1 

= none of the growth expectations was met to 5 = all of the growth expectations were met. 

Profitability is an organization’s ability to generate an expected amount of profit, as 

measured on a 5-point Likert scale ranging from 1 = none of the profitability expectations 

was met to 5 = all of the profitability expectations were met. Market share is an 

organization’s ability to generate an expected market share, as measured on a 5-point Likert 

scale ranging from 1 = none of the market share expectations was met to 5 = all of the market 

share expectations were met.

Research Question and Hypothesis 14

RQ14: What is the relationship between strategic behavior gap and performance of 

the organization?
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Ha14: There is a significant relationship between strategic behavior gap and

performance of the organization.

Hoi 4: There is no relationship between strategic behavior gap and performance of the 

organization.

Strategic behavior gap is defined as the degree of misalignment between ideal 

strategic behavior and the actual strategic behavior of the firm. Operationally, it is the 

absolute difference between (1) environmental turbulence and (2) the arithmetic mean of 

actual strategic aggressiveness and actual general management capability of the firm.

Performance of the organization is the arithmetic mean of the scores for three 

attributes: growth, profitability, and market share. Growth is an organization’s ability to 

generate an expected amount of growth, as measured on a 5-point Likert scale ranging from 1 

= none of the growth expectations was met to 5 = all of the growth expectations were met. 

Profitability is an organization’s ability to generate an expected amount of profit, as 

measured on a 5-point Likert scale ranging from 1 = none of the profitability expectations 

was met to 5 = all of the profitability expectations were met. Market share is an 

organization’s ability to generate an expected market share, as measured on a 5-point Likert 

scale ranging from 1 = none of the market share expectations was met to 5 = all of the market 

share expectations were met.

Research Question and Hypothesis 15

RQ15: What is the relationship between success of privatization and strategic 

behavior gap?
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Ha15: There is a significant relationship between success of privatization and strategic

behavior gap.

Hoi 5: There is no relationship between success of privatization and strategic behavior

gap.

Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Strategic behavior gap is the absolute difference between (1) environmental 

turbulence and (2) the arithmetic mean of actual strategic aggressiveness and actual general 

management capability of the firm.

Research Question and Hypothesis 16

RQ16: What is the relationship between the success of privatization and performance 

of the organization?

Ha16: There is a significant relationship between the success of privatization and 

performance of the organization.

Hoi 6: There is no relationship between the success of privatization and performance 

of the organization.
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Success of privatization is measured by the arithmetic mean of the scores for three 

success measures: quality of chosen strategies and capabilities, success of implementation of 

strategies and capabilities, and overall success of privatization. Quality of chosen strategies 

and capabilities is measured on a 5-point Likert scale ranging from 1 = bad to 5 = good. 

Success of implementation of strategies and capabilities is measured on a 5-point Likert scale 

ranging from 1 = poorly implemented to 5 = well implemented. Overall success of 

privatization is measured on a 5-point Likert scale ranging from 1 = unsuccessful to 5 = 

successful.

Performance of the organization is the arithmetic mean of the scores for three 

attributes: growth, profitability, and market share. Growth is an organization’s ability to 

generate an expected amount of growth, as measured on a 5-point Likert scale ranging from 1 

= none of the growth expectations was met to 5 = all of the growth expectations were met. 

Profitability is an organization’s ability to generate an expected amount of profit, as 

measured on a 5-point Likert scale ranging from 1 = none of the profitability expectations 

was met to 5 = all of the profitability expectations were met. Market share is an 

organization’s ability to generate the expected market share, as measured on a 5-point Likert 

scale ranging from 1 = none of the market share expectations was met to 5 = all of the market 

share expectations were met.

Literature Relevant to the Research Model 

The following is a discussion of literature relevant to the research model. A review 

will provide better understanding of strategic change in the privatization process, as well as
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the strategic success hypothesis as a paradigm in determining the organization’s performance 

after the privatization was undertaken.

Strategic Change

Today’s turbulent environment requires businesses to modify and extend their 

traditional approach to change. Businesses have to undertake strategic change and transform 

themselves into adaptive enterprises in order to face and respond to increasing complexity 

and uncertainty. By definition, Pettigrew (1988) defined strategic change as “descriptive of 

the magnitude of alteration in.. .the culture, structure, product market, and geographical 

positioning of the firm, recognizing the second-order effects, or multiple consequences, of 

any such changes and, of course, the transparent linkage between firms and their sectoral, 

market and economic context.” Strategic changes necessarily involve many actions, which 

require months and years to accomplish.

In a subtler but equally important way, strategic change requires a basic rethinking of 

the beliefs by which the company defines and carries on its businesses. De Wit and Mayer 

(1999) suggested two types of strategic change: evolutionary and revolutionary. The 

proponents of each approach take quite different views of how to implement change. The 

proponents of revolutionary or radical change point to the inherent inertia in organizations, 

and propose that rapidly executed radical change is needed to overcome this inertia and 

achieve the desired strategic outcome, particularly in times of crisis. In contrast, the 

proponents of evolutionary or continuous change argue that it is more effective in the long 

term, as it requires staff to have a mindset of willingness to accept change in the form of 

improvement. Unless this mindset is in place, revolutionary change will only achieve short-
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term results. Such an attitude is built into the prevailing culture of an organization (De Wit 

and Mayer, 1999).

Resistance to the Privatization Process

Resistance to change is an important issue in managing strategic change during 

privatization, and must be dealt with in order to ensure effective implementation of the 

change (Diamond, 1986; Goldstein, 1988). Resistance to change is a process that fosters 

learning among organization participants (Diamond, 1986). This process is achieved by 

means of interventionist efforts of promoting learning while dealing with psychological 

defenses against change that serve to obstruct learning. Moreover, Diamond (1986) 

suggested, unconscious defensive techniques such as compulsive, repetitive, security- 

oriented, error reducing and self-sealing human behavior are modes for adaptation. These 

adaptive tendencies protect status quo and thus block learning. In his work in 1990, the 

author argues that intervention aimed at changing the status quo challenges organizationally 

embedded defensive structures. Such interventions, as pointed out by Diamond (1993), are 

more likely to meet with resistance. Lau (1990) offers a different change schema, 

incorporating a causality dimension that explains why change occurs, a valence dimension 

that allows a person to evaluate the significance of a specific event, process, person or 

relationship, and an inference dimension that enables a person to predict the future or make 

inferences by specifying the likelihood of the occurrence of events of behaviors. The author 

argues that these change schema dimensions are influenced by personal dispositional factors. 

Resistance to change could be divided into behavioral and systemic resistances (Ansoff & 

McDonnell, 1990). Moreover, resistance to change could also be either individual resistance
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or group resistance. Ansoff and McDonnell (1990) stated that “the resistance to strategy- 

capability change is proportional to the difference between the historical and the new 

capability profiles” (p. 256) and “resistance to change is active and passive opposition to a 

change which produces cost overruns, delays, distortions, or rejection of a change” (Ansoff 

and McDonnell, 1990: 490).

Capability Development

Most organizations are unable to change in fundamental ways, since their ability to 

engage in double-loop learning is not developed (Argyris, 1985; 1990; and 1992). This 

occurs regardless of the willingness to change. Thus, an existing climate for change does not 

in itself fundamentally enable the organization to change. The top management should be 

educated first to attain full understanding and support for the change (Argyris, 1990). 

Training develops the capability necessary for the organizational change as well as reduces 

resistance to change (Buller and McEvoy, 1989; Burack, 1991; Kearns and Hogg, 1988; 

Kotter and Schlesinger, 1979; Taylor, 1988). Management training is important in decreasing 

defensive routines that impeded the double-loop learning needed for organizational change 

(Argyris, 1990). Furthermore, continued training and capacity development is necessary to 

institutionalize the organizational change (Buller & McEvoy, 1989; Burack, 1991). For 

management to develop a strategic change strategy, old elements of organizational culture 

need to be isolated through extensive management retraining (Burack, 1991). This process 

should start at the top of the organization and then move downwards.
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Power

In promoting consensus building among organization members involved in the 

change, unanimity is not totally necessary, and often not even desirable, because it might 

slow down the decision making process (Taylor, 1988; Bourgeois and Eisenhardt, 1987). 

Nonetheless, a sufficiently strong power base among the key players in the change effort is 

needed, so as to ensure the implementation of the change. Behavioral resistance cannot 

always be completely eliminated or turned into support for change (Ansoff and McDonnell, 

1990). Therefore, adequate power must be applied by the change leaders in order to 

overcome the remaining resistance, and the amount of power applied should be proportional 

to the amount of resistance to be overcome. The authors stressed that power has to be 

controlled and continuously applied until the change has been fully institutionalized. 

Otherwise, resistance could resurface or reverse any progress made previously.

Consequently, power is different from other measures, in that it is not meant to reduce 

resistance but to overcome it. General managers who took firm actions against participants 

who either lacked appropriate competence or who were continuously resisting the change 

were more successful than general managers who did not, according to Lombriser (1992).

Time Available fo r  Implementing Privatization

Change will hamper the performance of the organization during the transition stage, 

since it produces a period of great instability in which old structures are being taken apart and 

new structures developed (Goodstein & Burke, 1991). Most successful organizations take 

advantage of long periods of stability to achieve efficiency, and engage in short period of 

fundamental change if the environment requires them to do so (Tushman, Newman, and
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Romanelli, 1986). The environment will dictate how much time is available to the 

organization for the change (Ansoff and McDonnell, 1990). There are two points that 

determine the time available for the change. The starting point is the time of perception of the 

need for change by the organization, while the second point is the commencement of change 

in the environment. The organization has to be ready at this time to react to the change in the 

environment. Thus, the time available for the change consists of the period between the 

starting point and the second point. Overall, it is suggested that the time available for the 

change is inversely proportional to the resistance to change. In other words, the more time 

available for the change, the less resistance the organization will encounter.

Privatization Actions Sequencing

Several researchers agree that the sequencing of organizational change is critical to 

its success (Ansoff and McDonnell, 1990; Argyris, 1985; Mohrman and Mohrman, 1989; 

Mohrman, Mohrman, and Ledford, 1989). Sequencing is different from the previous 

measures for reducing resistance, in that it also attempts to optimize the change process and 

the ultimate outcome of the change. As previously mentioned, time was introduced as a 

factor in reducing resistance. The more time available for the change, the less resistance the 

organization would encounter (Ansoff and McDonnell, 1990). Nevertheless, researchers have 

argued that change can lower the performance of the organization during the transition stage 

(Goodstein and Burke, 1991). Because the environment will dictate how much time is 

available to the organization for conducting the change, the organizational change leaders 

must therefore determine an optimal balance between resistance and length of time allowed 

for the change. This could be done by finding the optimal change sequence. By overlapping
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certain phases of the change and varying the degrees of resistance reducing measures during 

the different phases, Nord and Tucker (1987) as well as Ansoff and McDonnell (1990) 

pointed out, time can be saved without increasing resistance above a critical level. Ansoff 

and McDonnell (1990) stress consideration of the varying importance of actions performed at 

different stages throughout the change process, as well as the balancing of climate and 

competence development actions. Moreover, the authors also presented an important 

sequencing model, the accordion method, in which the change is broken into small parts. 

Generally, capabilities and climate are developed first, followed by a period of 

implementation of that segment. After finishing the first segment, the process will be 

repeated until the entire change is implemented. The segments might partially overlap, 

allowing flexibility in the timing of the individual modules. Thus, privatizations using the 

accordion method can be expanded or contracted by means of overlapping individual 

modules to match the time available for the privatization. The authors also presented two 

different implementation sequences: 1) a resistance inducing sequence in which strategies are 

developed and implemented first, followed by systems development, and finally behavior 

changes; and 2) a change-motivating sequence in which behavior is developed first, then 

systems, and finally the new strategy is implemented.

Strategic Diagnosis

Strategic diagnosis is a systemic approach to determining the changes that have to be 

made to a firm’s strategy and its internal capability to assure the firm’s success in its future 

environment. The diagnostic procedure is derived from the Strategic Success Hypothesis by 

Ansoff and McDonnell (1990), which stated that the environment is the primary contingent
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factor for the strategy and capability profile of an organization. The following section will 

discuss these components for strategic diagnosis.

Environmental Turbulence

Many researchers have determined that the external environment drives the response 

necessary by the organization, power coalition, and general manager in order to be successful 

(Bums and Stalker, 1961; Chandler, 1962; Emery and Trist, 1965; Lawrence and Lorsch, 

1967; Miles and Snow, 1978; Venkatraman, 1989; Woodward, 1965). Some consider the task 

and the general environment (Fahey and Narayanan, 1986), others the industry/competitive 

environment (Porter, 1980), and others the culture and social structure (Schien, 1980). 

Negandhi and Reimann (1972) showed that the internal structure of organizations is 

contingent on the environment. How this environment causes or affects changes in the 

organization depends on the perceptions of the conditions and the attention given to the 

perceived conditions by policymakers (Downey and Slocum, 1975; Zaltman et al., 1973). 

Organizations respond to what they see in the environment as well as to their perception of 

the need for response (Montanari, 1979). Environmental turbulence determines the type of 

strategic behavior that will succeed in an environment (Ansoff and McDonnell, 1990). 

Environmental turbulence is a combined measure of the changeability and predictability of 

the firm’s environment, and consists of four characteristics:

1. Complexity of the firm’s environment

2. Relative novelty of the successive challenges which the firm encounters in the 

environment.
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3. Rapidity of change. This is the ratio of the speed with which challenges evolve in 

the environment to the speed of the firm’s response.

4. Visibility of the future -  the adequacy and the timeliness of information about the 

future (Ansoff and McDonnell, 1990: 31).

A scale of environmental turbulence, developed by Ansoff and McDonnell (1990), 

ranges from repetitive (level 1) to surprising (level 5). Table 30 shows the environmental 

turbulence scale with its associated characteristics. Level 1 is rarely seen in free market 

economies while levels 2 through 5 are all observable in today’s business environment.

Table 30

Environmental Turbulence

Environmental
Turbulence Repetitive Expanding Changing Discontinuous Surprising

Complexity National
Economic

+ Regional
Technological

+ Global
Socio-political

Familiarity of 
events Familiar Extrapolable + Discontinuous

Familiar
Discontinuous

Novel

Rapidity of 
change

Slower than 
response

+ Comparable to 
response

+ Faster than 
response

Visibility of 
future Recurring Forecastable Predictable Partially

predictable Unpredictable

Turbulence
level 1 2 3 4 5

Source: Ansoff and McDonnell, 1990: 31

Strategic Aggressiveness

Strategic aggressiveness refers to the discontinuity between successive strategic 

projects (Ansoff and McDonnell, 1990). Strategies are formulated to position the firms in the 

environment in a way that allows them to survive and prosper (Ansoff, 1979). In adapting
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firms to the environment, general management performs strategy formation and strategy 

implementation. Strategy formation is concerned with analyzing the environmental trends, 

synthesizing the information and creating a strategy that is consistent with the environment. 

Strategy implementation is concerned with insuring that the organizational capabilities 

(structure, systems, culture, and leadership) are aligned with each other and with the strategy 

(Andrews, 1971; Ansoff, 1984). Strategic aggressiveness consists of two characteristics: 1) 

the degree of discontinuity from the past of the firm’s new products/services, competitive 

environments, and marketing strategies; and 2) the timeliness of introduction of the firm’s 

new products/services relative to new products/services which have appeared on the market 

(Ansoff and McDonnell, 1990: 32). Table 31 describes the appropriate strategic 

aggressiveness necessary for success at each turbulence level.

Table 31

Strategic Aggressiveness

Environmental Repetitive 
Turbulence Repetitive

Expanding
Slow

Incremental

Changing
Fast

Incremental

Discontinuous
Discontinuous

Predictable

Surprising
Discontinuous
Unpredictable

Complexity
Stable

Based on 
precedents

Reactive
Incremental 

Based on 
experience

Anticipatory
Incremental 

Based on 
extrapolation

Entrepreneurial
Discontinuous 

Based on 
expected futures

Creative
Discontinuous 

Based on 
creativity

Turbulence . ~
level

Source: Ansoff and McDonnell, 1990: 33

General Management Capability

According to Ansoff and McDonnell (1990), general management capability consists 

of climate (the will to respond), competence (the ability to respond), and capacity (the
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volume of response). Organizational culture filters the information that managers take into 

account (Sapienza, 1985; Schein, 1985). Sanker (1988) looked at culture as one of the 

determinants of performance. The authors claimed that when change is introduced, 

traditional management, values, cultures, organizational procedures and organizational forms 

become obsolete. The performance of firms may also be related to the conservatism of 

managers (Sturdivant et al., 1985). Overall, one may say that the perceptions of managers are 

influenced by their cultural background, education, previous experience, values, and goals 

orientation (Jauch and Osborn, 1981).

Ansoff and McDonnell (1990) stressed that the responsiveness of the firm’s 

organizational capability of the firm must be matched to the environmental turbulence. Table 

32 shows the responsiveness appropriate to different turbulence levels.

Table 32

General Management Capability

Environmental
Turbulence

Repetitive
Repetitive

Expanding
Slow

Incremental

Changing
Fast

Incremental

Discontinuous
Discontinuous

Predictable

Surprising
Discontinuous
Unpredictable

Custodial Production Marketing Strategic Flexible
Precedent- Efficiency- Market- Environment- Seeks to create

driven driven driven driven the environment

Responsiveness Suppresses Adapts to Seeks Seeks new Seeks novel
of capability change change change change change

Seeks stability < --------  Seeks operating efficiency -------- > Seeks creativity
Seeks strategic effectiveness

Closed system < ----------------- — >  Open system

Turbulence
level

Source: Ansoff and McDonnell, 1990: 34
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Strategic Behavior

There are different forms of strategic behavior. For Ansoff (1988), strategic behavior 

can be incremental: products and markets can evolve through stepwise improvement of what 

the firm has done in the past. In addition, strategic behavior can be discontinuous: the 

historical pattern changes through technology substitution, divestment, diversification and 

internationalization.

Performance o f the Organization

Performance is the end product of business activities (Choi, 1993). It has been argued 

that one consequence of alignment (a fit or a match) is higher performance (Ansoff, 1979a; 

Mintzberg, 1983). By aligning the organization with its environment and by developing a set 

of capabilities to support that strategy, a firm will achieve an optimal performance. 

Performance is measured through the evaluation of the organization as a whole. According to 

Garbi (2002), performance can be assessed by its ability to generate the expected value. A 

firm can perform based on expectations, above expectations, or below expectations. The 

measure used could be return on investment (ROI), return on assets (ROA), return on sales 

(ROS), or return on equity (ROE), as the situation demands (Keats, 1988). Other measures 

may include revenues, sales growth, stock price, stockholder value, and operating efficiency.

Research Design and Strategy 

The research was divided into two parts and pursued two main objectives. The first 

part recorded the behaviors revealed and actions taken by privatization leaders as they 

conducted privatizations in state-owned enterprises in Thailand. The first objective in this
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study is to identify the behaviors revealed and actions taken by privatization leaders that can 

be associated with success of privatization. The second objective in this study is to find 

empirical evidence in state-owned enterprises that were privatized, and to determine the 

relationships among strategic aggressiveness gap, general management capability gap, 

strategic behavior gap, and performance of the organization. Descriptive correlational 

investigation of the strategic management of privatized state-owned enterprises in Thailand is 

used as a research strategy in this study. Generally, the descriptive correlational studies ask 

three questions: (1) What is the direction of the relationship (positive or negative)?; (2) How 

strong is the relationship? (3) What is the nature of the relationship? (Polkinghome, 1983).

Data Sources

The data sources were public firms undertaking privatization in Thailand. The 

research population for this study included firms that were state-owned enterprises before the 

privatization was taken (State Enterprise Policy Office, 2004). Moreover, most of these firms 

are currently listed on the Stock Exchange of Thailand (SET) and on SET’s Listed Firm Info. 

The firms selected vary in size, and operate in the following sectors or industries: 

Communication, Transportation, and Banking. Generally, the sampling frame is drawn from 

the State Enterprise Policy Office database, which is responsible for privatization policy in 

Thailand. As a result, the total research population in the study consisted of 10 out of 60 

state-owned enterprises in Thailand, all privatized according to the State Enterprise Policy 

Office’s database. Among these ten firms, five firms are in the communication sector, two 

firms in the transportation sector, two firms in the banking sector, and one firm in the energy 

sector.
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The respondents to the questionnaire were divided into two groups. The first group 

included privatization leaders, managers of the firms, and/or other people who had been 

personally responsible for guiding the privatization. All these respondents were given a 

questionnaire that included all questions about the privatization process, the environment, 

strategic aggressiveness, general management capability, and some certain demographic data. 

The second group of respondents included people from the National Economic and Social 

Development Board (NESDB). The respondents in this group were given only parts of the 

questionnaire on the privatization process and the success of privatization. They were not 

given the questions concerning rewards and incentives for participants.

A census sampling was utilized as the method of sampling or data collection for this 

study. Most of information is from the State Enterprise Policy Office in Thailand, the 

National Economic and Social Development Board as well as the Stock Exchange of 

Thailand. The sampling strategies for this study included both convenience and random 

sampling. A total of 300 questionnaires were mailed or delivered to 10 of the privatized 

firms. In addition, a total of 30 questionnaires were given to people who were involved in 

planning privatization policies for the National Economic and Social Development Board. 

Therefore, the study surveyed 330 prospective respondents who were responsible for and/or 

participated in the privatizations in Thailand.

Data Collection

All data collected for this study was primary data. The process of data collection for 

this study was conducted by questionnaire. The purpose of the questionnaires was to 

statistically collect vital information on behaviors revealed and actions taken during the
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privatizations that may affect success of privatization as well as performance of the 

privatized organization. The questionnaire was designed to include research variables 

discussed previously. It contained different types of questions, including Likert-scale type 

questions, yes-no questions, category questions, and time-dependent scale question, as well 

as some open-ended questions.

There are two versions of the questionnaire: English and Thai (see appendix B and 

C). The Thai questionnaire version is necessary because this study investigates behaviors and 

actions revealed during the privatizations in Thailand, and was conducted in Thailand. The 

questionnaire translation is performed using back-translation by a certified professional 

translator. The English version of the questionnaire is translated into Thai, and then the Thai 

version is then translated back into English, so as to maintain the validity of the 

questionnaire’s content. Contacting the National Economic and Social Development Board 

for cooperation was necessary to expedite this study.

Research Instrument

A research instrument was developed to measure all variables used in this study. The 

intervening variables were calculated from differences in each pair of independent variables 

compared. The questionnaire was divided into three sections: the privatization process, the 

evaluation of privatization, and the firm’s current information. The first section contained 

questions regarding behaviors revealed and actions taken during the privatization process. 

Eleven questions were developed to measure all variables involved in this process: top 

management support for privatization, adequacy of power base, development of acceptance 

for privatization and a shared vision of the organization’s position in its future environment,
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privatization leader’s anticipation of challenges throughout privatization, analysis of 

support/resistance, involvement of participants, rewards and incentives for participants, 

resistance to privatization, development of knowledge/information and planning skills, 

implementation sequence of strategies and capabilities, and segmenting of planning and 

implementation of privatization. The second section contained five questions developed to 

measure success of privatization. The last section was based on the firm’s current 

information regarding its environmental turbulence, strategic aggressiveness, general 

management capability, and performance.

Data Analysis

Statistical treatment techniques were chosen as the most appropriate methods for 

analysis of the data collected in this study. The following statistical methods will be used to 

analyze the data.

1. The Pearson correlation test was used to determine the strengths, directions, and 

significance of the relationships between pairs of variables. This data analysis method was 

used for hypotheses 1, 2, 4, 6 to 8 and 12 to 16.

2. Student /-tests were used to determine significant difference between the means 

any two distinct groups. This data analysis method was used for hypotheses 5 and 11.

3. Analysis of Variance (One-way ANOVA), followed by the Scheffe test for 

multiple comparisons, were used to find significant differences between the means from 

more than two different groups. This data analysis method was used for hypotheses 3, 9 and

10.
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4. Stepwise multiple regression was used to determine which of the key independent 

variables had the strongest influence on success of privatization.

Validity and Reliability o f the Instrument 

The validity and reliability of the instrument used was primarily based on previous 

research into strategic management. The instrument was designed to best measure all 

variables in this study. The English version of the survey questionnaire was reviewed for 

construct and content validity by both English and Thai experts. A small pilot study corrected 

earlier deficiencies. As presented below, Table 33 lists a summary of Cronbach’s alpha 

coefficients, calculated to estimate the reliability of sub scores derived from the additive 

scales of the instrument.

Table 33

Cronbach’s Alpha Coefficients

Variables Questions Numbers of Items 
Included

Cronbach’s
Alpha

Rewards/incentives for participants 7 6 .524

Resistance to privatization 8 5 .735

Success of privatization 12-16 5 .878

Environmental turbulence 17-20 4 .940

General management capability 22-29 8 .797

Performance of the organization 30 3 .828
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Assumptions and Limitations

The following assumptions were formulated as central to the design of this study. 

They were generated with respect to the model suggested in the study.

1. The research methods and procedures used in this study were appropriate.

2. Respondents understood and were able to answer the questions in the survey.

3. Respondents gave knowledgable and honest answers to the survey.

4. Respondents could accurately recall or find information with which to answer 

questions relating to facts and events of privatization.

Based on the nature of this research, a number of limitations were addressed in order 

to avoid the possibility of bias. The limitations of the study may influence the findings and 

the conclusions of the study. Theses limitations are as follows.

1. The samples were a combination of random and convenience selections of 

privatized firms in Thailand. The use of the State Enterprise Policy Office database 

represented a convenience selection of Thai stated-owned enterprises that were privatized. 

Within this sampling frame, the respondents in those privatized firms were randomly selected 

to respond to the questionnaire.

2. The research conducted in this study mainly focused on behaviors revealed and 

actions taken by privatization leaders and participants who were involved in the privatization 

process. The research content was limited to the behaviors and viewpoints of Thai people 

only.

Research Findings

The hypotheses and test results are presented in Table 34.
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Table 34

A Summary o f  the Hypotheses Test Results

Hypothesis Test Statistics Results

Pearson Correlation

1 r = .503**
p  = .000
N = 125

Supported

Pearson Correlation

2 r = .405**
p  = .000
N =  125

Supported

One-Way ANOVA

3 F=  6.683**
p  = .000
N =  125

Partially Supported

One-Way ANOVA

3a Mean Diff. = -.4521 
p  = .525

Not Supported

One-Way ANOVA

3b Mean Diff. =-.61231 
p  = . 195

Not Supported

One-W ay AN OVA

3c Mean Diff. = -1.1150* 
p  = .003

Supported

One-Way ANOVA

3d Mean Diff. = -.1602
p  = .861

Not Supported

One-Way ANOVA

3e Mean Diff. = -.6629* 
p  = .017

Supported
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Table 34 (continued)

A Summary o f  the Hypotheses Test Results

Hypothesis Test Statistics Results

One-Way ANOVA

3f Mean Diff. = -.5027* 
p  = .036

Supported

Pearson Correlation

4 r=  .267** 
p  = .003 
N =  125

Supported

The/Test

5 / =-7.039**
p  = .000
N = 125

Supported

Pearson Correlation

6 r=  .585**
p  = .000
N = 125

Supported

Pearson Correlation

7 r = .624**
p  = .000
N = 96

Supported

Pearson Correlation

8 r = -.543**
p  = .000
N =  125

Supported

9 One-Way ANOVA 

F=  22.302*
p  = .000
N =  125

Partially Supported

9a One-Way ANOVA

Mean Diff. = -.9088* 
p  = . 019

Supported

231

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

Table 34 (continued)

A Summary o f  the Hypotheses Test Results

Hypothesis Test Statistics Results

One-Way ANOVA

9b Mean Diff. = -1.2971*
p  = .000

Supported

One-Way ANOVA

9c Mean Diff. = -2.0201*
p  = .000

Supported

One-Way ANOVA

9d Mean Diff. = -.3884
p  = .086

Not Supported

One-Way ANOVA

9e Mean Diff. = -1.1114*
p  = .000

Supported

One-Way ANOVA

9f Mean Diff. = -.7230*
p = .000

Supported

One-Way ANOVA

10 F = 48.990*
p  = .000
N =  125

Supported

One-Way ANOVA

10a Mean Diff. = -.8551*
p  = .000

Supported

One-Way ANOVA

10b Mean Diff. = -.1.7667*
p  = .000

Supported
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Table 34 (continued)

A Summary o f  the Hypotheses Test Results

Hypothesis Test Statistics Results

10c

One-Way ANOVA 

Mean Diff. = -.9116*
p  = .000

Supported

The t Test

11 t = -6.918**
p  = .000
N = 125

Supported

Pearson Correlation

12 r = -.324**
p  = .001
N = 96

Supported

Pearson Correlation

13 r = -.228** 
p  = .025 
N = 96

Supported

Pearson Correlation

14 r = -.278**
p  = .006
N = 96

Supported

Pearson Correlation

15 r = -.768**
p  = .000
N = 96

Supported

Pearson Correlation

16 r = .411**
p  = .000
N = 96

Supported

* p  < 0.05, 2-tailed. 

** p  < 0.01, 2-tailed.
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Discussion o f the Research Findings 

The following presents a discussion of the hypotheses and their test results based on 

the research findings of the study.

Hypothesis 1

Hypothesis 1 showed that there was a significant relationship {p < 0.01) between top 

management support for privatization and success of privatization, and the hypothesis was 

supported. Therefore, top management support for privatization has a positive significant 

relationship with the success of privatization. In other words, as the top management support 

for privatization increases, the success of privatization also increases.

Hypothesis 2

Hypothesis 2 showed that there was a significant relationship ip < 0.01) between 

adequacy of power base and success of privatization, and the hypothesis was supported. 

Therefore, adequacy of power base has a positive significant relationship with the success of 

privatization. In other words, as adequacy of power base increases, the success of 

privatization also increases.

Hypothesis 3

Hypothesis 3 consists of 6 subhypotheses. The results of hypothesis testing indicated 

that there were no differences in the mean success of privatization among (1) privatizations 

that did not develop an acceptance for the privatization among participants, as well as a 

shared vision of the organization’s position in its future environment; (2) privatizations that
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developed an acceptance for privatization and a shared vision of their position after the 

development of strategies and capabilities; and (3) privatizations that developed an acceptance 

for privatization and a shared vision of their position in parallel with the development of 

strategies and capabilities. Therefore, Hypothesis 3a, Hypothesis 3b, and Hypothesis 3d were 

not supported. Nonetheless, privatizations that developed an acceptance for privatization and 

a shared vision of their position before the development of strategies and capabilities, differed 

significantly in the mean success of privatization, depending on which of the three times that 

development initiated. Therefore, Hypothesis 3c, Hypothesis 3e, and Hypothesis 3f were 

supported. In other words, privatizations that developed an acceptance for privatization and a 

shared vision of their position, before the development of strategies and capabilities, were 

more successful than privatizations that developed an acceptance for privatization and a 

shared vision of their position at later initiation times.

Hypothesis 4

Hypothesis 4 showed that there was a significant relationship (p < 0.01) between 

privatization leader’s anticipation of challenges throughout privatization and success of 

privatization, and the hypothesis was supported. Therefore, privatization leader’s anticipation 

of challenges throughout privatization has a positive significant relationship with the success 

of privatization. In other words, as privatization leader’s anticipation of challenges throughout 

privatizations increases, the success of privatization also increases.
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Hypothesis 5

Hypothesis 5 showed that there was a significant difference in the mean success of 

privatization (p < 0.01) between (1) privatizations that conducted an analysis at the beginning 

of the privatization process to identify potential support/resistance from members of the 

organization important for success of privatization, and (2) privatizations that did not. The 

hypothesis was supported. Therefore, privatizations that conducted this analysis at the 

beginning of the privatization process were more successful than privatizations that did not.

Hypothesis 6

Hypothesis 6 showed that there was a significant relationship (p < 0.01) between the 

involvement of participants and success of privatization, and the hypothesis was supported. 

Therefore, privatization leader’s anticipation of challenges throughout privatization has a 

positive significant relationship with the success of privatization. In other words, as the 

involvement of participants increases, the success of privatization also increases.

Hypothesis 7

Hypothesis 7 showed that that there was a significant relationship (p < 0.01) between 

the rewards and incentives for participants and success of privatization, and the hypothesis 

was supported. Therefore, the rewards and incentives for participants have a positive 

significant relationship with the success of privatization. In other words, as the rewards and 

incentives for participants increase, the success of privatization also increases.
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Hypothesis 8

Hypothesis 8 showed that there was a significant relationship (p < 0.01) between 

resistance to privatization and success of privatization, and the hypothesis was supported. 

Therefore, resistance to privatization has a negative significant relationship with the success 

of privatization. In other words, as resistance to privatization decreases, the success of 

privatization also increases.

Hypothesis 9

Hypothesis 9 consists of 6 subhypotheses. The results of hypothesis testing indicated 

that regardless of the initiation time for the development of strategies and capabilities, 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants, were more successful than privatizations that did not. 

Therefore, hypothesis 9a, hypothesis 9b, and hypothesis 9c were supported. In addition, 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants before the development of strategies and capabilities, were 

more successful than privatizations that developed knowledge/information about the future 

environment, as well as planning skills of participants in parallel with and after the 

development of strategies and capabilities. Therefore, hypothesis 9e and hypothesis 9f were 

supported. However, there was no difference in the mean success of privatization between (1) 

privatizations that developed knowledge/information about the future environment, as well as 

planning skills of participants in parallel with the development of strategies and capabilities, 

and (2) privatizations that developed knowledge/information about the future environment, as
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well as planning skills of participants after the development of strategies and capabilities. 

Therefore, hypothesis 9d was not supported.

Hypothesis 10

Hypothesis 10 consists of 3 subhypotheses. The results of hypothesis testing indicated 

that there were significant differences (p < 0.05) in the mean success of privatization among 

privatizations in which capabilities were developed first, privatizations in which strategies and 

capabilities were developed at the same time, and privatizations in which strategies were 

developed first. Therefore, hypothesis 10a, hypothesis 10b, and hypothesis 10c were 

supported.

Hypothesis 11

Hypothesis 11 showed that there was a significant difference in the mean success of 

privatization (p < 0.01) between privatizations that used a sequential approach in the planning 

and implementation process and privatizations that used a modular approach in the planning 

and implementation process, and the hypothesis was supported. Therefore, there is a 

significant difference between privatizations that use a sequential approach in the planning 

and implementation process and privatizations that use a modular approach in the planning 

and implementation process.

Hypothesis 12

Hypothesis 12 showed that there was a significant relationship (p < 0.01) between 

strategic aggressiveness gap and performance of the organization, and the hypothesis was
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supported. Therefore, strategic aggressiveness gap has a negative significant relationship with 

performance of the organization. In other words, as strategic aggressiveness gap decreases, 

the performance of the organization also increases.

Hypothesis 13

Hypothesis 13 showed that there was a significant relationship (p < 0.01) between 

general management capability gap and performance of the organization, and the hypothesis 

was supported. Therefore, general management capability gap has a negative significant 

relationship with the performance of the organization. In other words, as general management 

capability gap decreases, the performance of the organization also increases.

Hypothesis 14

Hypothesis 14 showed that there was a significant relationship (p < 0.01) between 

strategic behavior gap and performance of the organization, and the hypothesis was 

supported. Therefore, strategic behavior gap has a negative significant relationship with the 

performance of the organization. In other words, as strategic behavior gap decreases, the 

performance of the organization also increases.

Hypothesis 15

Hypothesis 15 showed that there was a significant relationship {p < 0.01) between the 

success of privatization and strategic behavior gap, and the hypothesis was supported. 

Therefore, the success of privatization has a negative significant relationship with the strategic

239

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

behavior gap. In other words, as success of privatization decreases, the strategic behavior gap 

also increases.

Hypothesis 16

Hypothesis 16 showed that there was a significant relationship (p < 0.01) between the 

success of privatization and performance of the organization, and the hypothesis was 

supported. Therefore, the success of privatization has a positive significant relationship with 

the performance of the organization. In other words, as success of privatization increases, the 

performance of the organization also increases.

Additional Findings

Multiple regression analysis was conducted to find out which of the independent 

variables related to privatization process had the strongest influence on the success of 

privatization. The analysis was performed using the stepwise entry procedure. The average 

success of privatization was used as the dependent variable. Among the 11 total independent 

variables in privatization process, multiple regression analysis revealed that the 7 strongest 

predictors of success were:

1. Implementation sequence of strategies and capabilities (hypothesis 10)

2. The rewards and incentives for participants (hypothesis 7)

3. Involvement of participants (hypothesis 6)

4. The resistance to privatization (hypothesis 8)

5. Diagnosis of support/resistance (hypothesis 5)

6. Development of knowledge/information and planning skills (hypothesis 9)
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7. Privatization leaders’ anticipation of challenges throughout privatization 

(hypothesis 4)

The Pearson r correlation of intervening variables was conducted to investigate any 

relationships among the intervening variables. The results showed that there were strong 

inter-correlation between strategic aggressiveness gap, general management capability gap, 

strategic behavior gap, and performance of the organization. This suggests that a firm will 

have optimal performance when its strategic aggressiveness and general management 

capability are aligned with environmental turbulence. In addition, strategic aggressiveness 

gap (r = -.324, p  < .01) has a higher zero order correlation with performance of the 

organization than did general management capability gap (r =-.228, p  < 0.05).

Conclusions

This study significantly supported almost all key hypotheses made in the design of 

the research. The following conclusions suggested by the research findings relate to the 

existing body of knowledge about privatization.

1. An important overall finding of the study is the importance of the privatization 

leader as the driving force in the privatization process. The successful privatization leader 

proved to be proactive and anticipative of future events occurring throughout the 

privatization process, instead of being reactive to the situations confronted. This study 

supports the work of Lombriser (1992), who presented substantial empirical proof that 

successful general managers guided the organization actively through strategic changes in a 

proactive, systemic, and planned manner.
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2. The need for top management support for the privatization has been stated by 

many researchers (Bennis, 1966; Argyris, 1982; and Tushman, Newman, and Romanelli, 

1986). This study was able to provide substantial empirical proof for this theory. The 

findings suggest that the more top management support for privatization the organization has, 

the more successful privatization is.

3. The concept of a power base sufficient to overcome resistance throughout the 

privatization was advanced by Ansoff and McDonnell (1190) as an important element of 

building a privatization launching platform. The concept has been given empirical validation 

by this study. The privatizations that have adequate power base throughout the privatization 

could be more successful than the privatizations that do not.

4. The need for building an acceptance for the privatization among its participants 

was put forward by the social psychology pioneer Kurt Lewin (1952). Others have articulated 

a similar need for a shared vision of the privatization (Backhard and Harris, 1987; Porras and 

Hoffer, 1986; Argyris, 1985). This study was able to validate the importance of the needs for 

an acceptance and a shared vision among participants of the privatization. In addition, the 

study was able to identify conclusively the most successful initiation time for developing an 

acceptance for the privatization as well as a shared vision of the future: before the 

development of strategies and capabilities.

5. The need for the privatization leader to anticipate future problems and challenges, 

as well as to diagnose any potential support and resistance at the beginning of the 

privatization, was pointed out by both Kirsch et al. (1979) and Ansoff and McDonnell 

(1990). This study utilized these two concepts in designing two variables relating to success
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of privatization. Both variables could be validated, which added empirical support to both 

theories.

6. Many accounts in the literature suggested that the involvement of participants in 

the decision making process will increase the success of privatization (Grundy and King, 

1992; Kearns and Hogg, 1988; Kretschmer, 1984). Nevertheless, most studies supported the 

use of participation at all stages of the privatization (Sashkin, 1984). This study was able to 

validate the importance of the need for the involvement of participants. It suggested that the 

privatizations that have a higher degree of involvement of participants could be more 

successful than the privatizations that do not.

7. Even though some literature calls for rewards systems supporting the strategic 

change (Staw, 1982; Beckhard and Harris, 1987), the accounts did not specify what types of 

rewards and incentives should be given to participants in the strategic change. This study 

added to current knowledge about the measurement of both tangible and intangible rewards 

and incentives, and related this measurement to the success of the privatization. This finding 

reinforced the need to differentiate between rewards and incentives offered to participants in 

privatization. The finding suggests that the more rewards and incentives the participants 

obtain, the more successful the privatization is.

8. This study added to the existing literature a detailed measurement of resistance to 

privatization, and explored how this resistance affected other actions taken throughout the 

privatization, as well as its effect on the success of privatization. The overall finding from 

this measurement is that the amount of resistance encountered throughout the privatization is 

critical to the success of privatization. The finding suggests that the privatizations that have
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lower resistance during the process of privatization are more likely to be successful than the 

privatizations that have higher resistance to privatization.

9. This study added the concept of developing knowledge/information about the 

future environment to be used, as well as planning skills needed for the planning of strategies 

and capabilities for the privatization, to the existing body of knowledge. This study was able 

to validate the importance of both knowledge/information about the future environment and 

planning skills. In addition, it was able to establish conclusively the best time during 

privatization to initiate development of an acceptance for the privatization as well as a shared 

vision of the future: before the development of strategies and capabilities. However, it was 

unable to differentiate the success of privatization between (1) privatizations that develop 

knowledge/information about the future environment, as well as planning skills of 

participants in parallel with the development of strategies and capabilities, and (2) 

privatizations that develop knowledge/information about the future environment, as well as 

planning skills of participants after the development of strategies and capabilities.

10. The sequencing of actions in the privatization played an important role in 

implementing strategies and capabilities and in segmenting the planning and implementation 

portions of the privatization. A fundamental theoretical concept used in the measurement of 

the privatization sequence was the accordion method proposed by Ansoff and McDonnell 

(1990). Two variables were designed to validate the accordion method. The first concept was 

the implementation sequence of strategies and capabilities. The study proved empirically that 

in successful privatizations, capabilities were implemented before or in parallel with, but not 

after, strategies were implemented. The aggregate analysis, taking the form of a multiple 

regression, identified this variable among the seven strongest contributors to the success of
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the privatization. The second concept was the segmentation of planning and implementation 

portions of the privatization. The study gave further empirical proof to the theory by showing 

that in successful privatization, the planning and implementation segments were divided into 

several modules, each with its own planning and implementation portion. The outcome of the 

measurement of these two variables gave the first empirical proof to the accordion method by 

validating its two key concepts.

11. The Strategic Success Hypothesis (Ansoff, 1979) claimed that the successful 

organization has to align its strategies and capabilities with changing levels of external 

turbulence. This hypothesis was proven by several empirical studies and served as theoretical 

foundation for this research. With the exception of Lombriser’s (1992) study, all previous 

studies examined the behavior of the firm at a point in time by assessing the gaps between 

strategies and capabilities and correlating these with success. However, this study also 

focused on the alignment process of strategies and capabilities of the organization with the 

external turbulence level. Whereas time was not a factor in previous empirical researches, 

this study measured variables with regard to their position in a sequence of actions, as well as 

with regard to their positions in time. Consequently, this study was able to validate Ansoff s 

Strategic Success Hypothesis.

Recommendations for Business Practitioners 

The findings of this study provide important strategic insights into managing 

privatizations in state-owned enterprises. The following is a list of actions that have been 

proven to add significantly to the success of privatization. They can be used as guidelines by 

business practitioners leading privatizations.
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To succeed in the privatization, the following actions are recommended:

1. The top management of the organization has to give visible support to the 

privatization.

2. The privatization leader has to have a power base adequate for overcoming 

probable organizational resistance and carrying out the privatization.

3. The privatization leader has to develop an acceptance for the privatization among 

its participants. The leader also must develop a shared vision for the firm’s position in its 

future environment, and share this vision with the participants in the privatization.

4. The privatization leader has to anticipate problems and future challenges that will 

occur during the privatization.

5. The privatization leader has to make a diagnosis at the beginning of the 

privatization to identify possible organizational resistance and/or support for the 

privatization.

6. Participants important for the implementation of the privatization should be 

involved in the prior planning of strategies and capabilities to be used for the privatization.

7. Rewards and incentives should be offered to participants in the privatization. The 

rewards / incentives that are likely to help the privatization succeed include bonuses, salary 

increases, promotions, increases in the autonomy of participants, support for risk taking, and 

other rewards / incentives.

8. Resistance to privatization has to be eliminated or reduced through force by the 

privatization leader.

9. During the privatization process, its leader has to develop knowledge/information 

about the future environment, as well as the planning skills of participants.
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10. Capabilities needed by a particular new strategy have to be developed before or in 

parallel with its implementation.

11. The privatization process has to be divided into several modules; each module 

must have its own planning and implementation phase.

12. The alignment between strategic aggressiveness and environmental turbulence 

produces better performance than not having the alignment.

13. The alignment between the general management capability and environmental 

turbulence produces better performance than not having the alignment.

14. The alignment between strategic behavior and environmental turbulence produces 

better performance than not having the alignment.

15. The successful privatization will have a smaller strategic behavior gap than the 

unsuccessful privatization.

16. The successful privatization results in better performance for the organization 

than the unsuccessful privatization.

Contributions to the Academic and Practice o f  Strategic Management

This study was designed to address a practical management problem in how to plan, 

implement, and organize a privatization. It provided empirical evidence about the 

privatization and performance of formerly state-owned enterprises from a strategic 

management perspective. The contributions of the study to the academic and practical sides 

of strategic management are discussed below:

1. In addition to existing literature, this study developed a framework to better 

understand management of privatization, as well as provide a new perspective in evaluating
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privatization strategies and assessing organization performance after privatization. The 

design of this study combined an analysis of both systemic and behavioral aspects of the 

privatization, and included an analysis of individuals, groups, and organizational behaviors.

It also evaluated the Ansoff and McDonnell (1990) strategic success hypothesis.

2. The study established empirical support for the relationships among several 

behaviors revealed and actions taken in the privatization process and the success of 

privatization. The research findings empirically validated significant relationships among 

behaviors revealed and actions taken and the success of privatization.

3. The study established empirical evidence that performance of a privatized firm is 

proportionally related to the success of the privatization, environmental turbulence, strategic 

aggressiveness, and general management capability.

4. The study added additional empirical support to Ansoff s Strategic Success 

Hypothesis (1979), which states that firm performance is optimum when strategic 

aggressiveness and general management capability are aligned with environmental 

turbulence.

5. This study can be used as an educational tool for training potential privatization 

leaders and top management in the skills necessary to conduct privatization successfully.

Recommendations for Further Research

The following are recommendations for further research based on the research 

findings and conclusions of this study.

1. This study included no financial performance measures in assessing the success of 

the privatization. Under current accounting practice it is very difficult to obtain project-
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oriented financial data. Moreover, privatizations are strategic investments into future profit 

potential and better effectiveness. Therefore, they are not expected to provide any short-term 

financial profits.

2. This study examined actions undertaken throughout the privatization process and 

examined how they related to the success of privatization. Studies identifying personality 

characteristics of successful privatization leaders and privatization participants could aid with 

their selection and training.

3. This study did not exclude privatization leaders recruited from outside of the 

organization. Further research could compare their behavior patterns with those of leaders 

recruited from within the organization.

4. This study collected data from small samples, due to the limitation of the total 

firms privatized. The further research could be conducted with larger samples.

5. This study only focused on formerly state-owned enterprises in Thailand. Further 

research could be carried out in a variety of countries and different cultures.
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Definition of Terms 

Accordion method: a method for managing change, in which planning and 

implementation are conducted in parallel, and the duration of the change is expanded or 

contracted according to the urgency of the challenge.

Adequacy o f power base: a sufficient power base for privatization leaders at the 

beginning of the privatization to overcome possible resistance and carry through the 

privatization

Attitude toward change: an individual’s openness toward change 

Complexity o f the environment: the scope of internationalization that the firm 

encounters in the environment

Development o f acceptance for privatization and a shared vision o f the 

organization’s position in its future environment: the act of privatization leaders building an 

acceptance/willingness to approve the privatization among its participants, as well as 

building a vision

Development o f knowledge/information and planning skills: the act of acquiring 

knowledge and information about the future environment to be used for the planning of 

strategies and capabilities of the privatization, and the acquisition of planning skills of 

participants

Diagnosis o f support/resistance: the act of identifying possible support and resistance 

for the privatization by the privatization leader

Environmental turbulence: a measure of the changeability and predictability of the 

firm’s environment
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General management capability gap: the degree of misalignment between ideal 

general management capability and the actual general management capability of the firm

General management capability: the propensity and ability of general management to 

engage in behavior that will optimize attainment of the firm’s long-term objectives 

Growth: an increase in business revenues or sales

Implementation sequence o f strategies and capabilities: an assessment of an order in 

implementing strategies and capabilities for the privatization

Involvement o f participants: the act of engaging in the privatization by people who 

were important to the implementation of privatization

Knowledge: an individual’s scope of knowledge about the firm and its environment 

Leadership style: the style of direction and collaborative behavior exhibited by the 

general manager of the firm

Market share: the percentage or proportion of the total available market or market 

segment that is being serviced by a firm

Model o f success: an individual’s perception of the type of strategic behavior that will 

lead to successful performance of the firm

Novelty o f change: relative novelty of the successive challenges that the firm 

encounters in the environment

Overall success o f privatization: an assessment of the achievement of the 

privatization, with regard to the satisfaction of privatization leaders’ optimal presumption 

Performance o f the organization: the end product of the organization’s activities as 

measured against its expected outputs, goals and objectives
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Privatization leader’s anticipation o f challenges throughout privatization: the act of 

predicting any possible problems and challenges throughout the privatization by the 

privatization leader

Privatization: the change in ownership of an enterprise and consequently the change 

in its governance and control systems

Problem priority: the category of challenges faced by the firm that receives priority 

by general management

Problem solving skills: an individual’s information processes used in problem solving 

and decision making

Problem trigger: the strength of signal required to initiate strategic change 

Profitability: the ability of a firm to earn a profit

Quality o f chosen strategies and capabilities: the effectiveness of the chosen 

strategies and capabilities in their respective environments regardless of how well the 

organization actually implemented the strategies/capabilities

Rapidity o f change: the ratio of the speed of evolution of challenges in the 

environment to the average speed of response in the firm’s industry

Resistance to privatization: the act of opposing the process of privatization by 

participants. The symptoms considered resistance include rejection, procrastination/ 

indecision, sabotage, persistence in old ways of doing things, and others.

Rewards and incentives for participants: something that was given as a return to 

people who were engaging in the privatization

Risk propensity: an individual’s willingness to take risks in strategic decisions
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Segmenting o f planning and implementation o f privatization: ways in which planning 

and implementation of the privatization were divided and done

SET: the Stock Exchange of Thailand in the exchange market of Thailand, in which 

listed companies can trade their securities in the market to investors

State-owned enterprise: an enterprise, often a corporation, owned by a government 

Strategic aggressiveness gap: the degree of misalignment between ideal strategic 

aggressiveness and the actual strategic aggressiveness of the firm

Strategic aggressiveness: the discontinuity between successive strategic projects 

Strategic behavior gap: the degree of misalignment between ideal strategic behavior 

and the actual strategic behavior of the firm

Strategic change: “descriptive of the magnitude of alteration in... the culture, 

structure, product market, and geographical positioning of the firm, recognizing the second- 

order effects, or multiple consequences, of any such changes and, of course, the transparent 

linkage between firms and their sectoral, market and economic context” (Pettigrew, 1988) 

Strategic diagnosis: a systemic approach to determining the changes that have to be 

made to a firm’s strategy and its internal capability to assure the firm’s success in its future 

environment

Strategic information filters: management information that consists of three types of 

filters: the surveillance filter, the mentality filter, and the power filter

Strategic Success Hypothesis: originally formulated by H. Igor Ansoff, and stating 

that a firm’s performance potential is optimum when 1) aggressiveness of the firm’s strategic 

behavior matches the turbulence, 2) responsiveness of the firm’s capability matches the
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aggressiveness of its strategy, and 3) the components of the firm’s capability must be 

supportive of one another (Ansoff and McDonnell, 1990)

Success o f implementation o f strategies and capabilities: an evaluation of how well 

the chosen strategies and capabilities were actually implemented, regardless of how well the 

chosen strategies suited their respective environments

Success o f the privatization: an assessment of the achievement of the privatization as 

a whole

Top management support fo r the privatization: the act of agreeing on the privatization 

from top management. The importance for this support is not only how much support was 

given, but also how visible this support is to the participants in the privatization

Visibility o f  the future: the predictability of information about the future, available at 

the time decision is made
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A SURVEY OF PRIVATIZATIONS

Answer questions I through II using information from your organization 
during the privatization process

1. To what degree did the top management of your organization give visible support to the 
privatization? (Check ONE)

□  There was no visible support

□  There was little visible support

□  There was marginal visible support

□  There was fair visible support

□  There was fall visible support

2. In the beginning of the privatization was your power, authority, influence adequate to overcome 
possible resistance? (Check ONE)

□ Inadequate

□ Somewhat inadequate

□ Neutral

□ Somewhat adequate

□ Adequate

3. At which point of time did you develop the acceptance as well as a shared vision of the organization’s 
position in its future environment which were important for the success of privatization? (Check ONE)

□  I did not performed this development

□  I started after planning and implementing strategies and capabilities

□  I started in parallel with planning and implementing strategies and capabilities

□  I started before planning and implementing strategies and capabilities

4. What proportion of the problems and challenges which you encountered during the process did you 
actually foresee ahead of time? These problems and challenges may have included capacities, special 
skills, knowledge, and types of information required by the privatization, as well as possible resistance to 
the privatization. (Check ONE)

□  I foresaw none or very few problems/challenges

□  I foresaw less than half problems/challenges

□  I foresaw about half problems/challenges

□  I foresaw more than half problems/challenges

□  I foresaw all or almost all problems/challenges

5. Did you conduct a diagnosis at the beginning of the privatization to identify possible support and 
resistance for the privatization by participants important for its success? (Check ONE)

□  No

□  Yes
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6. To what extent were people who were important for the implementation of the privatization by 
virtue of their power position, skills, and knowledge involved in the planning of it? (Check ONE)

□  They were not involved

□  They were involved to a small extent

□  They were involved somewhat about half

□  They were involved to a fair amount

□  They were fully involved

7. To what extent did you offer the following rewards and incentives to the participants for behavior 
which directly contributed to the success of the privatization? (Check ONE for each type o f  
rewards/incentive)

Reward/Incentive Type

Did not 
offer or 

offered a 
very small 

amount

Offered a 
somewhat 

small 
amount

Offered a 
fair 

amount

Offered a 
somewhat 

large 
amount

Offered 
very larj 

amount

Bonuses □ □ □ □ □

Salary increases □ □ □ □ □

Promotions □ □ □ □ □

Increase in autonomy □ □ □ □ □

Support for risk taking □ □ □ □ □
Others (please specify):

□ □ □ □ □

8. To what extent did the following symptoms of resistance to change exist among the participants? 
(Check ONE for each symptom o f  resistance)

Symptoms of 
Resistance

Did not 
exist or 

existed in a 
very small 

amount

Existed 
in a 

somewhat 
small 

amount

Existed in a 
fair amount

Existed 
in a 

somewhat 
large 

amount

Existed in a 
very large 

amount

Rejection □ □ □ □ □
Procrastination/
Indecision □ □ □ □ □

Sabotage □ □ □ □ □
Persistence in old ways
of doine thines □ □ □ □ □

Others (please 
specify): □ □ □ □ □

285

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



www.manaraa.com

9. At which point of time did you develop knowledge/information about the future environment as well 
as planning skills of participants which were important for the success of privatization? (Check ONE)

□  I did not performed this development

□  I started after planning and implementing strategies and capabilities

□  I started in parallel with planning and implementing strategies and capabilities

□  I started before planning and implementing strategies and capabilities

10. Which of the following statements best describes the implementation sequence of strategies and 
capabilities of your privatization? (Check ONE)

□  capabilities were developed first

□  strategies and capabilities were developed at the same time

□  strategies were developed first

11. Which of the following statements best describes the planning and implementation sequence of your 
privatization? (Check ONE)

□  Sequential approach (the entire planning for the privatization was done in the beginning, and 
the implementation followed after the planning had been completed

□  Modular approach (the privatization was divided into several modules and each module had 
an own planning and implementation phase)

Answer questions 12 through 16 using information from your organization 
based on success of vour privatization

12. How would you rate the quality of the chosen strategy for the privatization measured by its potential 
effectiveness in the environment, without considering the implementation of the strategy? (Check ONE)

□ It was bad

□ It was somewhat bad

□ It was neither good nor bad

□ It was somewhat good

□ It was good

13. How would you rate the quality of the chosen internal capabilities to support the strategy, without 
considering its implementation? (Check ONE)

□  It was bad

□  It was somewhat bad

□  It was neither good nor bad

□  It was somewhat good

□  It was good
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14. How would you rate the implementation of the new strategy by your organization? (Check ONE)

□  It was poorly implemented

□  It was somewhat poorly implemented

□  It was neither poorly nor well implemented

□  It was somewhat well implemented

□  It was well implemented

15. How would you rate the implementation of the new internal capabilities by your organization?
(Check ONE)

□  It was poorly implemented

□  It was somewhat poorly implemented

□  It was neither poorly nor well implemented

□  It was somewhat well implemented

□  It was well implemented

16. How would you rate the overall success of your privatization? (Check ONE)

□  It was unsuccessful

□  It was somewhat unsuccessful

□  It was neither successful nor unsuccessful

□  It was somewhat successful

□  It was successful

Answer questions 17 through 30 using current information from your organization

17. Which of the following best describes the scope of your organization? (Check ONE)

□  The scope of business operations is local.

□  The scope of business operations is national.

□  The scope of business operations is national and limited international.

□  The scope of business operations is regional.

□  The scope of business operations is global.

18. Which of the following best describes the novelty of changes in the environment of your 
organization? (Check ONE)

□  Nothing really changed much in the environment.

□  Changes in the environment are slow and a repetition of the past.

□  Changes in the environment are fast and a repetition of the past.

□  Changes in the environment are new but predictable based on past experience.

□  Changes in the environment are new and unpredictable.
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19. Which of the following best describes the rapidity of changes in the environment of your 
organization? (Check ONE)

□  It is much slower than our ability to respond

□  It is slower than our ability to respond

□  It is comparable to our ability to respond

□  It is faster than our ability to respond

□  It is much faster than our ability to respond

20. Which of the following best describes the visibility of the future in the environment of your 
organization? (Check ONE)

□ It is always predictable

□ It is almost always predictable

□ It is predictable

□ It is partially predictable

□ It is unpredictable

21. Which of the following best describes the degree of discontinuity of your organization’s successive 
strategic moves? (Check ONE)

□  It is stable based on precedents (stable)

□  It is incremental based on experience (reactive)

□  It is incremental based on extrapolation (anticipatory)

□  It is discontinuous based on expected futures (entrepreneurial)

□  It is discontinuous based on creativity (creative)

22. Which of the following best describes your current leadership style? (Check ONE)

□  Political/custodial

□  Disciplinary/controllership

□  Inspirational/common purpose

□  Charismatic

□  Creative

23. Which of the following best describes your current problem solving skills? (Check ONE)

□  Trial and error

□  Diagnostic

□  Optimization

□  Search for alternatives

□  Create alternatives
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24. Which of the following best describes your current propensity for risks? (Check ONE)

□  Reject risk

□  Accept familiar risks

□  Seek familiar risks

□  Seek unfamiliar risks

□  Seek novel risks

25. Which of the following best describes your current knowledge base? (Check ONE)

□  Internal politics

□  Internal operations

□  Traditional markets

□  Global opportunities

□  Emerging environment

26. Which of the following best describes your current attitude toward change? (Check ONE)

□  Reject change

□  React to change

□  Seek familiar change

□  Seek novel change

□  Create change

27. Which of the following best describes your organization’s model of success? (Check ONE)

□  Stability/politics

□  Efficient performance

□  Effective growth

□  Effective diversification

□  Leadership through creativity

28. Which of the following best describes when your organization begins to initiate the change? (Check 
ONE)

□ React to crisis

□ Accumulation of unsatisfactory performance

□ Anticipated threats

□ New opportunities

□ Innovative breakthroughs

29. Which of the following best describes your highest priority to problems? (Check ONE)

□ Power struggle

□ Performance

□ Growth

□ New opportunities

□ Creativity
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30. To what extent were the following performance expectations, goals, or objectives succeeded? (Check 
ONE for each performance attribute)

Performance Attributes None Some Many Most All

Growth □ □ □ □ □

Profitability □ □ □ □ □

Market share □ □ □ □ □
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8. Iimm/lfi YianiiaisawuaflsiNni '̂aniiimsiiJaauuiJa f̂lialue f̂iniflSflVUJw Mw0||Th«nai4$fiStn'U'5i»i 1urm 
uita^iltgimwvanmwnn-s (iihfuaen l  mmv ffimwmazahvtuxvemntiefiiu)

anufusnLicKiifli

fnirianiu

v id i d d
luuautfiau<u
auluizfluntl

uauuin

uauluiKoimtl
fiauuu uau

uatiluisautl
lliunan

d n v duauLuisaunV
fiauvu

inn

uatiluisflutl
uin

fnuJgrairi'iiuJnEmiiiJcM □ □ □ □ □

fmthffi'kfm  

iilnEiuuiJni/ rmflflinil3

w
□ □ □ □ □

fmriaTuifflnrai □ □ □ □ □

n-rsjjum'iu tias liinu lu  

Liuuiiluuuimifiaufmtl
uJnuuuiini

□ □ □ □ □

an tfihfnsij):
□ □ □ □ □

9. cu n a ilf i 0 ^,u8 |japi'i^c| m a in u afli w uiA aaynia^fintTM aw ififl I 'H ia jfrn u m m n fy  In

fm iia u f iu r i w m < | w iS fliiy m m y fl'a f liiy ih jffln ia ^ n itu d sid tf la iw n o  (liismaon l  mmv)
□ lminiiiimnniiyfi?a'mppmti maimjflmvmWaynja^aOTfn'hja'inaa njjfi'ia'nuiSaiinflj Iw 

nmnuHU'JTUfm'n aaaa'i-alei

□  Smi^aiuianufifa^ni'eijassii'j'n ino'jnuafm wnfiaau'ua'Sa-jafisluewiaa ^TJj«'3fm3Ji§e)'3^ney 1'um i
i o/ a if 4 i a i <»

wim'U'STUtn-ri m a im in i iw u w m ia s n i ito n a q v m if ls a i iy a iy iia s ’m'n TuvmiJgiJfl 

□ SniiTOinaQiyfifa^ayaem1! inainimnmnaaaynja-sa^afnl'ue'mfm siythfrnuiSaiTijy lumi 
naiiHU'Jiuma0! a iugliln iJfiitii-aiiN U uasin iaH naoT iT im siaiiijm aJiaam ^l'uriiaiJgm

□  S n i i w m n a i i y f i f a - m y a f !m ‘n inainupffiT w m fiaajJiiaaa 'janalw aw iaw  i i y f H f n m l e n in t y  lu f i i :
i t  a )/ «* i a |4 v a

Ti'jimiuiijfl'U'i naM msTHUHimasnii rnia^jviBuasflTiiJfnimtiawn T u n m lg u a

10. 'uofi'iiii'lnnan'aliJuYlasuiaaaaifliiimjfliituniail̂ lnaqTifiiiasnaitiafiiii'Sfil'uviiailSiimlufiiauilajiJajiaafi'Hnflvaa 
aaananiaan'iwlfl^wfisi (Iihfuaen i mmv\

□ Sma'Hamianuinuiaafi’eufniMuinapB
<=i V J□ Snii'wmn'mna^ntimsmiuaiuiiflliJ'wfay'niTU

□ SmiwmnnspfifiauniiwmnaTiimiimfi
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11. ■uefiiiw lafHfi'eliJwfloSiJiafl^aim jm tjnitttt'ue^fiiiii^iiM 'HiiasnTS'M i’liJilg iC T lw n'ssin 'M fn 'Sfn^uiJijiJtg ifnM nfl

B a ia ia n iB a im iiy e m g f l  (Jihmaen l  m m ti\
■ v v <

□ ifniivmikaaniikithaumfiniiflj’ (SniTiiiumiiiwijaBainiiuibjdjjifliwniiaiumfijmi
A M v d Atn is u T u n n u i ta j i J i  l i iB tu s w n itiJ g ija u a s K T n ilm f ia in in ia M a ir in n i iw u w iii i i i iJ ja tg s f lS in a y

ttu ijifu iia 'i)

□  ifw u iiia a n iS iim n a e ia a  (n i iu ib iiJ fy ig iii f i iio f lim ^ a a n iS im a ia i iib a f ja e j T oau tiasm hadaonfw :v <w o3 <u
eA I a  a /o v3JO 4siJ4iin i4 ii04niiT i4iim iufls;n iiilg ija)

fiie iw ^a 12 0 4 16 n io tinauT oalv  ffa^ a tn a ifv u fm ih sa ija i i

f n a lu a w n iv a u h u

12. rniiasibsitlmgtMfliiiTiBinatjyifiYiî iitaenlffiyniiod^diaiarmniiaa'iil-s ^iwoiianflinniiSdidrriBHaTu

afliw tn?ia0 iiD 040w n-iIfla ilii£m nfiT 5o^s;,Hmfl4fiT5l‘KnaqnBiTi4c|1 'u m 4 iJ0 im  (hhmaen LBlBBlD

□ atufiTwliia

□ atum'wa'avi'iii'î ŝlija

□  qtufnmihiinan

□ fjtunTwaatiBiwuso

□ fjaifiTwa

13. ii^ w is ib n fiiiqtufliiiiiainiiiJCTiim flrlii^iiraanlffli in n td ^ i l ig im y m iia m V b  liw m a n a in n i if i ib s rn B E ia l i i  

Qoi'mngia'Bona404OfiiTgiai i n i iio in nTsgii^'Hi5'no4nT3liB fn ii ia im io 'm 4 c|1i4in4iiflBW (Jritm aen l  m m tf )

□  atunTwliia

□ munivifiaTî iiiiflslijfi

□ aaimvnJTunmi

□ aoioivtfiaiiih-avUsa

□  aoifiivia

14. ,ninosiJ4s;iS‘i4fn'5liBnaqTifil'Hjn'U'm4ilfliJO,u0404Ofi'S‘U04'ni,M0ai4l'5 (hJieiiaen  /  m m v )

□ niiWiiinidgijilija

□ niiWiivniiJgijiaaiiwflsiliia

□ 0iiWiiiii4iJgijaiJi'Uflai4

□ niiWuvniiJgijariaii'Imfi
□  q SAa i a  a/e.<=im i m u n n i J  f tu a a
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15. ii,i'Mi)siJ'5s:i2wni?lvfinjijn>Jitfll'Hjic|1'M'm'3iJ21̂ ‘U0^04f'f''5‘U0^TI'1'M0a'1'1,l'3 (Jdwtaen1 dimv)

□ msl'ffhjui-siJgijmJTuntn-i

□ rmWurmiJgijflaam'i-jfi 

. □ nnKluni'iilgijwfl
16. ■ni'MflsiJ'isiS'UfniJiaiilaTaa'niiiia^fn'Suil'siiJtflin'Hnfllwa^fin'siie^TiTMaBi'il'S (likm m n l  m m v)

□ 1lhbsimj0TllJ{rU79

□ Rau'rNljJibsmjfmutf'ititi

□  ihunan

□ fiaMmitasmjflTllJthlfll

□ lbsmjfmutfn?!)

RioiMna 17 tw 30 fi|taimii<ft8lv Tia ĵa ai ma'jniiawMttWMimj

17. ‘uakeia'tilu fSaiuiH ^fliijm w lalw rn^nania^asflntnia^irm  taaw ga (hhftiaen i m m u)

□ m7Rimi4'3™i)0'30-30fl70gll47S;̂ lJ'n0-3014

□ nisRimU'3iuu0-30-i0ni0{fhns™fnfl

□ m70imU'ni4n)0'30-30n705j1u7S0iJilis;mf(

□ niiairuU'iiTJDa-aa-ianiaolinsauiJismfluasui'iim'alua'i'nbsmft

□ fni0imii'3TUH0-30'i0ni0e]lu7s;™iT''iTafi

18.

ffowaul

□  liiSm^iiJay'umJa-ilalaliJtTfli'mnaaau'ua'ia'Safi?

□ fn7iila0,uiiiJ0'i0i'3'n limnmnflaau'uawansiflulilamwH imsmSauluaaw

□ minJatJimiJsHem5! lutrflimnaaauua'iB'ianTtilulilam-inaifQiiasimdo^luaaa

□ mniJaiiimiJiuth'i‘1 luammnflaaijnja^awnTiiWisdflatmik'iYnvm uflffiimfifnflfmofl&nfi 
ilis;tnjfn7fu1'U00?i

□ minJamimJa-aem'i limnmnfl^aunia^flniifl'unisiiJafJUiiiJa'ifil'Hiiirastnfiflafnsfnfifmtu
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19. iialeiflVhJw (hhrnaen l

mmifs

□  fm u n ? itiT U 0 'ifn itila a i4 iiJa e )i4 ? li 'i in m ^ w t f i f i i iR n u tn u iT a lu m tw a u tn j a n S w e e i i - i u in

□ fnimm5QU0'iniiiiJaouiiJaou?!i'N'n inflfu#iniifliiijmimfl1,umi«si0iitni0'a
d A ' i V ’□ arimimiiiia^niiiiJaBijtiJamjpmH ifkmjlussmmvhnuflmiJtnimfiliin'ns’iaiisT'ua'i

□ 0^mimiiD0'imiiiJam4iiJa0u?h'iii inswiimniifliiiJtnimnTufmwBiJsnia'i

□ 0'njjnpiif'7,u0-ifniiij00i4tiJa0u«iii'iri mfifiun'in'iianuinunialum^fiaiiaua-iiSwam'iuifi

20. ‘uaW atiJii fl0SuiB9iiafB'nai4Pi00Kiflf)‘uaia/nviinaa0«u040ifintn0iiiii4l^nfigsi (hJimaen i  m m v)

□ inuiiaaifinntifllmua

□ maiiwniflniiaflflimja

• □  tru m f tf l i f l fm a f lp i

□ afiuiiaaiamitiflflma'iin-affiw

□ IsJjnuiTaaiamiftulfl

21. t f a l f i f lV h J u f la B in a f m s a iJ i ia i f n iN li im h im ia i ia in i i f l im iim ^ m n a q T iB tH f l i i l i J a B i^ 'a n ia in W n a l i ia i f ln 'S iK U

(hJfniaen l m m y)
v v□  d  d  <3 * a/ i e» qjg, i j/ d

uiaae)ifnw m s;D y0(jn iim T iJgij?ifi0 i4 'H 'U T u (stable)

' M £ «*
□  m u u u la o n  1400011 i l l s ; t r u m i tu  (reactive)

t V V I I
□  m u f iu <ta 0 f iu 0 0 n u n i iW 9 a m n B in u 0 u if l f lD in f l i iu ,o ? 'W m 'iiJu aS fm # 'im ? i (anticipatory)

i ^  a
□  mufi'U0Eh'3‘llifr3J'UaU0 1 fl0m i000ri0141fl0v ifl10nilflfl'l (entrepreneurial)

□  m u m ta e h 'i l im jj 'im u a  If lan n taa n iif lT iiJ r if ljT fi^ tm fl (creative)

22. ‘ualeieialiJtS flaBinBaian'BaisfniiSwy'MilwifB^u'miain'iii'lwa^qa (Jdmtadn / nmou)

□  frm fia-i/fm iJfifna-a

□  m ifn in Q 'U B /m ia ii jf j j j

□  m ?fi?s;0u1'H m fiiniiJu?nali)im 2;T i?i0iJts:{r-30?Q unu

□  f irw im m o w m ii

□ fmUflflttflltmfl

23. •ualsiPi'aliJw fla fiin aa ian n aisan jiiB aQ ificy l'H n iitin iftiJM il'M iffl^ irM u ai'n 'T H  (Jihfitasn i fhm v)

□ miaa-wfisa^n

□ miQimis'HTUfiflfj

□  m iviB itJiu 'n il'H R fltrH
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□ niimrrnYmiasnfli^

□ niiflflmivmmanem5!

24. •ualfifia'lilS fl0Binafl4an««MS5W0f£)ii04'niwflS«iefniJJiffa4fii4c| laflriqe) (Jiiiniaan l  nwev)

□ iJgitTEfmmflen

□ aaufufliiumej'aviflfmfiti

□ jj0-3vti0Qi}Jifl0'3̂ mmej

□ u04vn0n3JiSa-3w1ji0iJi0EJ

□ jj04,vnfn'iymEJ4'l'mj<n

25. •ualeieialiJw riaBuiacHanHfusmifiwflgiyfiiaw 'iulmriqfl (hJsfumn 1 m m v)

□ fmmO'jmu'Vu

□ m50ii'uu4iunolu
v ■

□ nisflflifl'wusumliJ

□ miy04vnT0mtT0i4ciiiiIan

□ flnmnfiaoiJYiiJiing

26. ‘uaW a’liJiS 00Buia04iifl'MflCTlwif0^y'M'U0^,n i‘Hfi'0ni'sdaai4uiJa4Pi'i4i!| laeiyiqVi (hJtaiaen l  m m v)

□  ilgmBn'milatrumJa-a

□  00ii?rw0'S00fn?iilaawiiiJa4

□  y04vnm?iiJa0uiiiJa4^0wt00<i

□  yawimtiiJaaviiiilawuilan'l'M jj

□  tYii4arai0fî iiJ00t4iiiJa-3l<Ky,ci Tmnavu

27. "ualaeialtJu 00Buiao4uuu0ai4ii0402iyainfl‘U0404fifi'5D04n'i44,lM «qfl (hhmaan l  m m v)

□ fmuSijrSa7mn/m3m04

□
 I a v a  d  a i o  cHai)0'3fn3iJgij0viyil3s;0'ntfnvi 

• □ fnsiwijlsam^yiJisSrtBwa 

□ fl̂ yuflnmwSibsiSYiiHfl

□ 0'3iyi \̂iW'uil0o1^0'3iy00aii4aii0
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28. ‘ualema’lilu  m linaa^an^rusnm w nn^nja^rh 'uijjaliljifm daa'w iiiJa^em 'i IwnfigA (Jdwiaen l  m m v)
• v

□ flaijmja'dainqaniafunafi'u

□ fnTttsflfjJiie-afnifiiswTOijjw'wal’D

□ ^iJrmatiwn vmifimittfH

□ lefnalMiirfu0!

□ m?niwuTm^iafi?iu

29. ‘uaW aliJw  fiasuiactafliiN fhaaj^

□ fniwafnuaivnDwi-S'n

□ Hania-jmtiJgiji

□  fnijjisftyimjla

□  T efn ttl'm i'i

□ fmunflflrfusmn

fi (hismmt) l mmu)

30. oinanafMswa'ua'jfn'siJfl^fftrfa'liJM ii'im sitasijiw w aniiN ihm iiia^fln 's Tuimia^fmafneiiiTfa lih m n a  nas 

i f l^ ib s fn a T u 's s e m la  (Tdffiiaan /  m m v  mmvmaxdrsufrn)

ih sum uaw ava*

m iiJgw i
luuiaa

4 l Vu ag im m n m fm dwtnul'Hry'
V

miuiflltuiaula'va'ja-aani □ □ □ □ □

warnls □ □ □ □ □

rfiuiiii'jwaifi □ □ □ □ □
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APPENDIX D 

RESEARCH DATA
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List of Research Variables

Variable Description Abbreviation

1. Top Management Support for Privatization TMS

2. Adequacy of Power Base APB

3. Development of Acceptance for Privatization and DASV
a Shared Vision of the Organization’s Position in
Its Future Environment

4. ’ Privatization Leader’s Anticipation of . PL AC
Challenges throughout Privatization

5. Diagnosis of Support/Resistance DSR

6. Involvement of Participants IP

7. Rewards: Bonus BO

8. Rewards: Salary Increase SL

9. Rewards: Promotion PR

10. Rewards: Increase in Autonomy IA

11. . Rewards: Support for Risk Taking SRT

12. Rewards: Other Benefits ORI

13. Average of Rewards and Incentives RIAvg.

14. Resistance: Rejection RJ

15. Resistance: Procrastination/Indecision PI

16. Resistance: Sabotage SB

17. Resistance: Persistence in Old Ways of Doing Things POW

18. Resistance: Others O
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Variable Description Abbreviation

19. Average of Resistance to Privatization RAvg.

20. Development of Knowledge/Information DKP
and Planning Skills

21. Implementation Sequence of Strategies and Capabilities IS

22. Segmenting of Planning and Implementation of SPI
Privatization

23. Quality of Chosen Strategies QS

24. Quality of Chosen Capabilities QC

25. Success of Implementation of Strategies SIS

26. Success of Implementation of Capabilities SIC

27. Overall Success of Privatization OS

28. Average of Success of Privatization • S Avg.

29. Complexity of the Environment CE

30. Novelty of Change NC

31. Rapidity of Change RC

32. Visibility of the Future VF

33. Average of Environmental Turbulence EAvg.

34. Strategic Aggressiveness SA

35. Leadership Style LS

36. Problem Solving Skills PSS

37. Risk Propensity RP

38. Knowledge K
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Variable Description Abbreviation

39. Attitude toward Change AC

40. Model of Success MS

41. Problem Triggers PT

42. Problem Priority PP

43. Average of General Mgt Capability GM Avg.

44. Performance: Growth G

45. ’ Performance: Profit P

46. Performance: Market Share M

47. Average of Performance of the Organization POAvg.

48. Strategic Aggressiveness Gap SAG

49. General Management Capability Gap GMG

50. Strategic Behavior Gap SBG
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