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The Human Side of Strategic Change

Introducing a Multifaceted Approach

The booming 1980s highlighted corporate expansion through mergers,
acquisitions, and strategic alliances domestically as well as internation-
ally. Corporate restructuring became a prevalent strategic tool to re-
spond to financial market demands. As delayering and downsizing
became the name of the game in the recession of the early 1990s, firms
became increasingly aware that they also need to address strategic
contraction. The ongoing strategic struggle to create and maintain
competitive advantages in dynamic environments is illustrated by the
proliferation of various other forms and labels of strategic changes,
such as realignment, reengineering, rejuvenation, renewal, reorienta-
tion, revitalization, and transformation. The overall impression is that
practitioners find strategic change difficult, yet they must try or else be
left behind in the competitive race.

The practitioners are not alone in their struggles with complex and
uncertain strategic change. Researchers are also having a hard time
grasping this multifaceted phenomenon. There are numerous types of
strategic changes occurring at multiple levels, in various industrial
contexts and phases of the business cycle, and involving a multitude of
strategic, marketing, economic, financial, organizational, human re-
source, and other management issues. However, studies of strategic
change are typically limited to a single (more or less broad) type at a
single level of analysis in no surprise that the research field of strategic
change suffers from conceptual as well as empirical fragmentation in
trying to understand and explain this multifacetedness.
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Johansson for the word processing, Michael Lubatkin for helpful comments on
this introductory article, and especially J.J. Boddewyn for his encouraging support
and insightful comments.
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For example, the research on mergers and acquisitions has been
fragmented into more or less isolated economic, financial, strategic,
organizational, and human resource issues. The most significant contri-
butions have typically been those few attempts to bridge the gaps
between various issues and fields (e.g., Lubatkin, 1983; Haspeslagh
and Jemison, 1991; Chatterjee et al., 1992). A case survey found that
merely studying one category of strategic, organizational, or human
resource factors would have accounted for approximately 20 to 30
percent of the variance in synergy realization, while all were actually
significant and explained more than 60 percent when studied together
(Larsson, 1993). It seems clear that the performance of these and many
other strategic changes is affected by several factors from different
fields and is therefore better understood from cross-disciplinary per-
spectives.

The attempts to improve our understanding of strategic change also
lack systematic comparisons among the various types of change. For
instance, strategic alliances consist of joint ventures, trade associations,
cartels, interlocking directorates. and other forms of interorganizational
cooperation (Borys and Jemison, 1989; Lorange and Roos, 1992).
Rather than comparing these different alliances, research tends to focus
on one type or to treat them as a largely homogeneous phenomenon.
Even the more demarcated area of mergers and acquisitions goes
through the trouble of labeling itself with two types— ‘M&A”—while
not systematically investigating the extent to which they are different.
Without such comparisons, the research on strategic change will con-
tinue to suffer from fragmentation between different types and more or
less unfounded generalizations across types.

To simultaneously study most types, levels, contexts, phases, and
theoretical issues of strategic change is obviously too much of an un-
dertaking for individual researchers. Fortunately, there are alternatives
to perpetuating the fragmentation through continued “rugged individu-
alism.” Like organizations that turn to collective strategies in the face
of problems that are too complex to be solved individually (Emery and
Trist, 1973), researchers can form groups that jointly address and com-
pare more types, levels, issues, and so forth (e.g., the Warwick group
in the United Kingdom). Past research efforts in different industrial
contexts and phases can be utilized through various forms of meta-
analysis (e.g., Datta, Narayanan, and Pinches, 1992). The publication
of special issues can also contain broader treatments of strategic

—

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




THE HUMAN SIDE OF STRATEGIC CHANGE 5

change than isolated articles, as illustrated by the Strategic Manage-
ment Journal issue on strategic processes (Pettigrew, 1992).

The present issue is dedicated to the human side of strategic change.
This is one of the most central and broad issues since strategic changes
are planned, negotiated, implemented, interpreted, reacted to, and con-
tinuously altered by people. The human side is relevant to all types of
strategic change, and it spans all the way from individual to interna-
tional levels of analysis as illustrated by the multilevel management
framework of Bartlett and Goshal (1993). It has been primarily ad-
dressed from human resource management and organizational perspec-
tives, but has important strategic, economic, and financial antecedents
as well as implications.

The human challenge of strategic change

Research on strategic change often indicates severe problems in bring-
ing about actual, lasting, productive, and satisfactory change. These
difficulties are consistently attributed to the human factor, typically in
terms of prevalent employee resistance to change (Lawrence, 1969;
Argyris, 1985; Blake and Mouton, 1985). The common cultural
clashes in mergers and acquisitions (Buono and Bowditch, 1989) and
negative career implications of downsizing and delayering (Hirsch;
1987) constitute powerful sources of employee resistance. Resistance
does not seem to be limited to these more obvious occasions, but
instead tends to be so widespread across different types of strategic
change that it is viewed as a general pattern.

Strategic change can be defined as the realignment between the
organization and its environment that affects the achievement of the
organizational goals (see Gray and Ariss, 1985). Given that it is in-
tended to improve the organization’s ability to survive by better fulfill-
ing its goals and satisfying its stakeholders, it would be strange indeed
if employees in general tended to resist strategic change. Different
types of changes are likely to vary in terms of the exient to which they
threaten corporate cultures and careers. Comparisons between these
types could refine our knowledge of where, when, and why employees
resist and thereby also how they can be better managed.

It is possible that the prevalence of employee resistance stems from
the fact that managers and researchers may still retain theory X as-
sumptions about employee reactions and these become self-fulfilling
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prophecies when implementing and studying strategic changes.
McGregor’s (1960) classic book The Human Side of Enterprise taught
us thirty-five years ago that managerial behavior depends on our as-
sumptions of people and if we view them as inherently disliking work,
we will attempt to coerce them toward adequate performance. Trans-
lating these theory X assumptions to the dynamic situation of strategic
change, people are viewed as stability-prone and therefore will fear
and resist most changes.

Research shows that individuals differ in their preferences for more
or less stability versus change (Derr, 1986; Driver, 1988). Conse-
quently, the stability-proneness assumption needs to be balanced with
dynamic theory Y assumptions, namely, that if provided with adequate
responsibility, freedom to act, rewards, and other support, people will
drive and be empowered by strategic change.

To the extent that more participative theory Y and cultural theory Z
approaches have been used in relation to strategic change, they have
tended to emphasize the human side at the expense of the business side
(e.g., Beer, Eisenstat, and Spector, 1990). The answer to whether hard
X or softer Y and Z approaches are more appropriate is “neither.”
While the hard implementation of a strategic change can be under-
mined by the resistance the approach generates, the sacrifice of busi-
ness considerations in favor of soft people-oriented approaches is no
more likely to produce positive results. The human challenge of strate-
gic change therefore is to integrate the business and human sides to-
ward strategic empowerment rather than coercion or mollification of
employees. Empowerment has previously been largely an organization
development concept for enabling employee motivation (Thomas and
Velthouse, 1990). A strategic concept of empowerment is more than
mere avoidance of powerlessness; instead, it is the competitive advan-
tage that a company can gain through developing and being developed
by its people.

A multilevel, multitype approach

Different change types can be expected to vary substantially in terms
of how much they inherently promote or hinder strategic empower-
ment. Organizational renewal and other strategic changes aimed at
reorienting the organization’s direction refer mainly to learning new
perspectives and competencies. While old habits may be hard to un-

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



THE HUMAN SIDE OF STRATEGIC CHANGE 7

learn, there should not be inherent resistance to such cognitive de-
velopment, at least not to the extent of threatening downsizing. Ex-
pansion of the organization’s boundaries through organic growth,
mergers, acquisitions, and strategic alliances also ought to be less
threatening.

However, less threatening types of strategic change often still in-
volve more resistance than empowerment. One reason for the mere
selection of more “harmless” types being insufficient is that these
changes span multiple levels. Sources of employee resistance can be
found at organizational and international levels of cultural inertia, as
well as at the individual level of negative career implications. In other
words, attempting to understand and manage employee resistance at
one level does not preclude resistance unexpectedly arising as a result
of'issues at another level.

It is possible to distinguish between a culturally oriented macro-ap-
proach to the collective human side and a cognitively oriented micro-
approach to the more individual human side of strategic change.
Culture refers to the intersubjectively shared meanings of societies and
organizations (e.g., Smircich, 1983). Attempts to understand collective
reactions of employees to strategic change have typically been made
from cultural perspectives, where culture often is viewed as a con-
straint on change (Schein, 1987). Expansion of the organization’s
boundaries tends particularly to be studied from the cultural macro-
approach in terms of clashes between organizational cultures in do-
mestic corporate combinations and societal cultures in international
expansion.

On the other hand, strategic change is also viewed from a micro-ap-
proach of cognitive development and reorientation. Research focus-
ing on top managers’ mind sets, perspectives, and attitudes addresses
change processes as interpretive shifts from one orientation to an-
other (e.g., Galbraith, 1988). The cognitive transformation and reorien-
tation of key actors lie at the core of many studies of organizational
renewal. Alternatively, the individual human side of strategic
change is addressed by how the careers of employees are affected in
terms of job security, advancement opportunities, stress, and so
forth. Given that individuals interpret these career implications dif-
ferently, there are also substantial cognitive components in career
studies of change. The cultural macro- and cognitive micro-ap-
proaches are contrasted in figure 1.
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Type of strategic change:

Expansion through

Mergers &  Organic  Strategic

Organizational renewal acquisitions growth  alliances
Level: . Cultural macro-
~s—— Acculturation —» . i
International PPt OAC

Interorganizational -«— Organizational learning —#

Intraorganizational ~<— Human resource management —i

~¢—— Teamwork —»

Group
Individual

Cognitive

micro-approach \-e— Career management —

Figure1  Bridging Cognitive Micro- and Cultural Macro-
Approaches to Strategic Change

Cultural and cognitive intersections

As also illustrated by figure 1, the distinction between the cultural
macro-approach and the cognitive micro-approach is partly artificial
and unnecessarily limiting. Culture can be viewed as a collective form
of cognitive programming (Hofstede, 1991). Cross-cultural interaction
at the corporate and national levels involves assimilation, integration,
and rejection of norms, values, and other shared cognitive meanings
through processes of acculturation (Nahavandi and Malekzadeh,
1988). Expansion through mergers and acquisitions in particular can
thus also result in cultural renewal of the joining organizations.

Such organizational learning of new cultural traits and other mean-
ings is central to the cognitive reorientation of organizations that at-
tempt to renew themselves. While some researchers acknowledge
environmental influences on organizational learning, others often tend
to neglect its cognitive foundations and limitations (see Senge, 1990).
It could be argued, however, that the cultural and cognitive phenomena
together create the interactive dynamics as well as the macro- and
micro-boundaries of organizational learning.

Human resource management can be seen as somewhat of a con-
ceptual hub around which much of the cognitive micro-approaches and
cultural macro-approaches turn. It consists of selecting, rewarding, ap-
praising, socializing, and developing individuals to contribute as much
as possible to the achievement of organizational goals (e.g., Fombrun,
Tichy, and Devanna, 1984). While the selection and development of
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individuals are often based on the evaluation of their cognitive abili-
ties, socialization, reward, and appraisal systems have strong impacts
on the corporate cultures by affecting the norms and values of the
employees.

Teamwork constitutes a similar bridge at the group level with cogni-
tive dynamics, such as learning from others, social identity, and group-
think (Janis, 1982), and development of subcultures through group
cohesiveness, social conformity, and other informal group structures.
Career management refers to how individuals pursue what they view
as desirable working-life paths. At the same time, the satisfaction of
individual career motives is closely linked to the organizational career
culture of the particular set of strategy, structure, appraisal, rewards,
and norms in which the person works (Brousseau and Driver, 1994).

While some acculturation, organizational learning, and career issues
have been studied in strategic change research, this dynamic side is
conspicuously missing in human resource management and especially
teamwork research. The literature on these two latter issues tends to be
largely of a textbook character, addressing how personnel and groups
are effectively managed. Their key role of bridging the individual and
collective sides of the broader change processes has unfortunately not
been given sufficient attention, despite that this part versus the whole
relationship is “[plerhaps the most significant structural problem in
managing complex organizations today” (Van de Ven, 1986, p. 598).

Bridging the human side of strategic change

The following five articles bridge the individual and collective human
sides of strategic change. They focus on different change phenomena
and use different quantitative and qualitative methodologies. The
multicultural treatment is emphasized by the fact that the authors come
from six nations and have extensive international experience.

Organizational renewal:
Deinstitutionalization and loosely coupled systems

The cognitive revolution leads us to treat an organization’s culture as a
principal impediment to its change and renewal, and, thereby, as a
principal factor determining its competitiveness. J.-C. Spender and
P.H. Grinyer expand this view to consider the interpenetration of the
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organization’s internal institutions, such as its culture, and those in
its environment that determine the organization’s legitimacy. Em-
pirical evidence leads them to doubt that these institutions provide
homogeneous patterns of shared values and beliefs, or that organiza-
tional change means the deinstitutionalization and the replacement
of one pattern of institutional commitments (or CEO) by another.
They argue that the organizational substance is fundamentally heter-
ogeneous, and that organizations are loosely coupled institutional
systems. Renewal means the orchestrating of the organization’s dis-
tinctive components into new systems of activity rather than their
replacement.

A human-information-processing approach to strategic change:
Altering managerial decision styles

The information-processing view of organizational design provides a
unifying model for how an organization aligns itself with environmen-
tal and technological factors by matching information-processing re-
quirements and capacity. Previous studies have focused mostly on the
capacity of formal structural mechanisms, especially the accelerating
development of computerized information systems. This neglects the
fact that, by far, the largest information-processing capacity of organi-
zations is located in the brains of the employees. Rather than merely
resorting to formal redesign of the organizational structure in order to
realign strategically the organization with its environment, a human-in-
formation-processing perspective suggests that strategic changes can
involve reengineering and hamessing the powerful human-processing
capacity of the employees. Michael J. Driver, Katarina Svensson, Roy
P. Amato, and Larry E. Pate use a decision style model to address
fundamental differences in information-gathering and information-use
tendencies among individuals. They examine the decision styles of
forty-eight senior managers who participated in a management-inter-
vening effort that was designed to encourage the managers to be less
controlling and more participative in their decisions and interactions
with others. Two measures of decision style were administered before
and roughly one year after the intervening effort. Results suggest sig-
nificant change in decision styles from pre- to post-measures, thereby
indicating a strategic change in the organization’s human-information-
processing capacity.
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A cross-national assessment of acculturative stress
in recent European mergers

The cultural side of mergers and acquisitions has been highlighted
during the last ten years as one major reason for employee resistance
and poor joint performance. Surprisingly, the focus has been almost
exclusively on clashes between organizational cultures in domestic
combinations, even though one would expect more severe cultural
clashes in cross-border mergers and acquisitions that also involve
different national cultures. Philippe Very, Michael Lubatkin, and
Roland Calori not only address the impact of national cultures but
also question the conventional view that cultural differences neces-
sarily result in negative acculturative stress. They surveyed top
managers of British and French firms that were recently acquired by
British, French, or American firms, regarding their perceptions of
acculturative stress and their firm’s performance since the merger.
From this 2x3 sampling design, they find that the financial perfor-
mance of acquired firms is influenced by cultural differences; that
the differences may emanate from national culture, organizational
culture, or both; and that the direction of the influence may be
country-specific.

A strategic human resource perspective applied to
multinational cooperative ventures

Strategic alliances constitute alternative means for corporate growth,
especially across borders. Rather than being limited to one firm’s re-
sources for expansion through organic or acquired growth, cooperative
ventures enable risk-sharing, more flexible, and often less threatening
combinations of complementary resources. However, as in mergers
and acquisitions, high failure and disappointment rates have high-
lighted the importance of the human side of strategic alliances. Peter
Lorange outlines a conceptual scheme for comparing various forms
of cooperative ventures and their human resource management.
Based on his extensive experience of international cooperative ven-
tures, Lorange emphasizes the practical implications of a strategic
human resource perspective through normative arguments regarding
the assignment, transfer. control, time allocation, performance eval-
uation, and loyalty issues in four different types of alliances.
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On the folly of rewarding domestic stability while
hoping for international expansion

The common cultural explanations of employee resistance can be con-
trasted with the alternative or complementary explanation of stability-
inducing reward systems. Rikard Larsson, Kristina Eneroth, and Ingo
Ko6nig develop a change-launching reward framework based on the
inducement-contribution model. Using a case-cluster method, they
study five international expansions to explore how reward systems
distribute inducements during change processes. The disruption of the
inducement-contribution equilibrium is found to be more consistent
with differences in resistance than cultural explanations. They identify
ethnocentric, polycentric, and geocentric reward policies for interna-
tional expansion and present a change-related typology of reward sys-
tems with different proposed employee outcomes. Their comparative
analysis also indicates that the three cases of cross-border acquisitions
experienced more employee resistance than the two greenfield invest-
ments, thereby highlighting the human side of the traditionally strategic
and financial question of making-versus-buying internationalization.

Figure 2 compares these five attempts to bridge some of the frag-
mentation among different levels, types, and approaches to strategic
change. Each article focuses on a varying set of organizational renewal
and expansion types. Still, the reengineering of the human-informa-
tion-processing capacity of a company represents one form of recon-
figuration of corporate competences that overlaps with other forms of
cognitive reorientation. The various expansion forms also involve
other types of cultural and cognitive renewal. Consequently, various
types of strategic changes typically overlap, follow each other sequen-
tially, or otherwise interact with one another. The multifacetedness is
further highlighted by this complex interaction among change types.
Researchers may find themselves having to understand preceding, par-
allel, and subsequent changes in order to more fully understand the
focal change process.

Although the articles have varying emphases, they all span several
levels of analysis. Thus, the human side of strategic change may be
better understood by combining the cognitive micro- and cultural
macro-approaches. The interpenetrating character of these individual
and collective sides suggests that a key to study as well as to manage
strategic change is to address both cultural and cognitive issues at

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



13

sabueyn oibsrellS JO sepIS

aAUBOD PuUE [BINYND SE [|9M SE [BNPIAIPU| PUE BAN08I0D 8y} BuiBpug S8y J0 18S v Z 2inbig

-~

-

= ~/~ _(33ueio]) 2 ylozaug
Bl s ‘u0ssIeT)
saImuas J~~ _ (uore)
aanesadoos sjudusisqaur [ ubpeqn
' ‘
[euonEU playuaatd] ~ « _ R K13)
-nnuw jo pue VR N
Juawadeuew ugialoy ur | VR 19p10q
221N0SAI v.C\:;?D.— -88012 :m
ugwny [enpIAlpul $8a1s AN
o18a1ens8 SNSI9A -eInjnooe

(Sruoy

amno

yoeoidde-oioeur [eInyn)

reuafeuewt

yoeordde-ororwr aaniugo)

(ared
2 ‘orewy
UOSSUIAS

‘raAuI(]) (1oLuL1n)
sa1418 29 Jopuadg)
uoIsIoap suId)sks

|euLIO] pue
[euonnnsul
pajdnoo

~ < £1asoo|

-~

Buuaie

|enpraipuy

dnoin

[euoneziuegdioenug

[euoneziuediorduy

[BUONBUIU]

[OAdT

saouel|e
o1331eng

yimoid
owedin

suonismboe
2 S193191

y3noxy uorsuedxy

Jemaual [euonezIuL3IQ

:93ueyo o1391e0S8 Jo sadA ],

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



14 ENEROTH AND LARSSON (SWEDEN)

multiple levels, and how they interact, in order to not be surprised by
unexpected employee reactions.

KRISTINA ENEROTH AND RIKARD LARSSON

References

Argyris, C. Strategy, Change and Defensive Routines. New York: Harper, 1985.

Bartlett, C.A., and Ghosal, S. “Beyond the M-form: Toward a Managerial Theory
of the Firm.” Strategic Management Journal, 14 (1993), 2346.

Beer, M.; Eisenstat, R.A.; and Spector, B. “Why Change Programs Don’t Produce
Change.” Harvard Business Review, 90 (1990), 158—166.

Blake, R.R., and Mouton, J.S. “How to Achieve Integration on the Human Side of
the Merger.” Organizational Dynamics, 13,3 (1985), 41-56.

Borys, B., and Jemison, D.B. “Hybrid Arrangements as Strategic Alliances: Theo-
retical Issues in Organizational Combinations.” Academy of Management Re-
view, 14 (1989), 234--249,

Brousseau, K.R., and Driver, M.J. “Enhancing Informed Choice: A Career-Con-
cepts Approach to Career Advisement.” Selections (Spring 1994), 24-31.

Buono, A.F., and Bowditch. J.L. The Human Side of Mergers and Acquisitions.
San Francisco: Jossey-Bass, 1989.

Chatterjee, S.; Lubatkin, M.H.; Schweiger, D.M.; and Weber, Y. “Cultural Differ-
ences and Shareholder Value in Related Mergers: Linking Equity and Human
Capital.” Strategic Management Journal, 13 (1992), 319-334.

Datta, D.K.; Narayanan, V.W.; and Pinches, G.E. “Factors Influencing Wealth
Creation from Mergers and Acquisitions: A Meta-Analysis.” Strategic Man-
agement Journal, 13 (1992), 67-84.

Derr, C.B. Managing the New Careerist. San Francisco: Jossey-Bass, 1986.

Driver, M. “Careers: A Review of Personal and Organizational Research.” In C.L.
Cooper and [. Robertson (eds.), International Review of Industrial and Organi-
zational Psychology (1988), 245-277.

Emery, F.E., and Trist, E.L. Towards a Social Ecology. London: Plenum, 1973,

Fombrun, C.; Tichy, N.M.; and Devanna, M.A. Strategic Human Resource Man-
agement. New York: John Wiley, 1984.

Galbraith, J.R. “Strategy and Organizational Planning.” In J.B. Quinn, H.
Mintzberg, and R.M. James (eds.), The Strategy Process. Englewood Cliffs,
NJ: Prentice-Hall, 1988, pp. 304-311.

Gray, B., and Ariss, S.S. “Politics and Strategic Change across Organizational
Life Cycles.” Academy of Management Review, 10, 4 (1985), 707-723.

Haspelagh, P.C., and Jemison, D.B. Managing Acquisitions: Creating Value
through Corporate Renewal. New York: MacMillan, 1991.

Hirsch, P. M. Pack Your Own Parachute. How to Survive Mergers, Takeovers,
and other Corporate Disasters. Reading, MA: Addison-Wesley, 1987.

Hofstede, G. Cultures and Organizations: Software of the Mind. London:
McGraw-Hill, 1991.

Janis, L.L. Groupthink: Psychological Studies of Policy Decisions and Fiascoes.
Boston: Houghton Mifflin, 1982.

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



THE HUMAN SIDE OF STRATEGIC CHANGE 15

Larsson, R. “Case Survey Methodology: Quantitative Analysis of Patterns across
Case Studies.” Academy of Management Journal, 36 (1993), 1515-1546.

Lawrence, P.R. “How to Deal with Resistance to Change.” Harvard Business
Review, 47,1 (1969), 166—175.

Lorange, P., and Roos, J. Strategic Alliances. London: Basil Blackwell, 1992,

Lubatkin, M. “Mergers and the Performance of the Acquiring Firm.” Academy of
Management Review, 8 (1983), 218-225.

McGregor, D. The Human Side of Enterprise. New York: McGraw-Hill, 1960.

Nahavandi A., and Malekzadeh A.R. “Acculturation in Mergers and Acquisi-
tions.” Academy of Management Review, 13, 1 (1988), 79-90.

Pettigrew, A.. ed. “Fundamental Themes in Strategy Process Research.” Strategic
Management Journal, Special Issue (Winter 1992).

Schein, E.H., ed. The Art of Managing Human Resources. New York: Oxford
University Press, 1987.

Senge, P. The Fifth Discipline. New York: Doubleday, 1990.

Smircich, L. “Concept of Culture and Organizational Analysis.” Administrative
Science Quarterly, 198 (1983), 339-358.

Thomas K.W., and Velthouse, B.A. “Cognitive Elements of Empowerment: An
‘Interpretive’ Model of Intrinsic Task Motivation.” Academy of Management
Review, 15 (1990), 666—681.

Van de Ven, A. “Central Problems in Management of Innovations.” Management
Science, 32,5 (1986), 590-607.

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



