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Executive Summary

This report provides a comprehensive analysis of the organizational change process to abandon oil-fueled vehicles at BYD company, a prominent Chinese electric vehicle (EV) manufacturer, from the perspective of change management. It examines the driving and resisting forces of change using Lewin's Force Field analysis and applies Kotter's Eight-Step Model to understand how BYD successfully navigated the change process. The analysis is supported by statistical data on BYD's sales performance in the 2022 financial year.

BYD's history was introduced briefly at the beginning, its transformation from a battery maker to a leading EV manufacturer is a remarkable success story. The driving forces behind this change include China's emphasis on NEV development, BYD's technological advancements, the need to reduce dependence on oil imports, and the declining profitability of fuel vehicles. These factors outweighed the resisting forces, which included intense competition, uncertainty in the industry due to the termination of subsidies, and potential disruptions to existing operations and stakeholders. By applying Lewin's Force Field analysis, it becomes evident that the driving forces of change were stronger than the resisting forces to abandon the oil fueled vehicles. 

Furthermore, Kotter's Eight-Step Model sheds light on BYD's successful change management approach. The company established a sense of urgency by highlighting the challenges of the fuel vehicle market and the importance of embracing NEVs. A powerful guiding coalition, comprising internal and external stakeholders, was formed to support and drive the change process. BYD's visionary leadership, communicated effectively throughout the organization, played a crucial role in inspiring and aligning employees towards the new direction.

The effective execution of the change process resulted in BYD becoming the global leader in EV sales in 2022, surpassing even Tesla. BYD's strategic focus on technology, innovation, and a three-step transformation plan from fuel-powered vehicles to hybrid vehicles and finally to pure EVs has been instrumental in its success. Effective communication of the vision, coupled with strong leadership decisions, such as the use of Chinese characters in branding, further contributed to BYD's market recognition and reputation.

In the end, BYD's organizational change journey showcases the significance of change management in driving successful transformations. The use of Lewin's Force Field analysis and Kotter's Eight-Step Model provides valuable insights into the factors that drove and hindered the change process. BYD's ability to navigate these forces and effectively communicate its vision to stakeholders played a crucial role in its transformation into a leading global EV manufacturer. In conclusion, it is a successful change action to make this brave decision for the organization. Besides, recommendations are made to improve its international popularity for the future expansion.
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[bookmark: _Toc117259535]1.0 Introduction

1.1 [bookmark: _Toc1538500446][bookmark: _GoBack] History of BYD
“Have you seen their car?” In 2011, Elon Musk, the fonder the world’s most successful Electric vehicle brand Tesla, laughed and asked in a Bloomberg interview.“I don’t think they make a good product, i think their focus should be making sure they do not die in China”. Last year, BYD beat EV leader Tesla in just one year, delivering 1.8 million vehicles in 2022, while Tesla delivered 1.31 million，taking the top spot in global electric vehicle sales. However, Musk changed his tone in the earning call in January this year, “They are the most competitive in the world, they work the hardest and smartest, and is like to be second to Tesla”(Arjun, 2023).

BYD Co Ltd, was founded in Shenzhen by Chinese chemist Wang Chuanfu in 1995, but not as an automaker. It firstly started business as a rechargeable battery maker，dealing with big orders with Philips, Panasonic, Sony, GM, and then became the world’s largest Battery company. BYD took the opportunity to start from LCD panels, mobile phone casings and other parts to operate IT contract manufacturing business thereafter, cooperated with international brands such as Nokia and MOTOROLA, and soon grew into the world's second largest contract manufacturing giant after Foxconn. In 2002, Chuanfu acquired a poorly managed company named Qinchuan Automobile and entered the automobile field officially by its accumulated advantages in battery technology R&D (Huckman and Alan, 2006). In the early stage, Chuanfu stood on the shoulders of giants and mainly imitating Japanese fuel-engined cars. But he did not stop and gradually began to design and develop cars independently. In 2008, Mid American Energy, owned by Warren Buffet, bought 10% stake of BYD in Hong Kong for $223 million, and bet that "BYD Auto, one day becoming the largest player in a global automobile market that was inevitably going electric'(BYD AUTO). BYD started with the electrification of commercial public transport and expanded its business to overseas. In 2018, Shenzhen has fully realized the electrification of buses and taxis (Gray, 2018). In 2014, the release of BYD Dynasty series announced the beginning of China's NEV manufacturing force. It topped the list of the world's new energy passenger cars from 2015 to 2017 (Mark, 2018). In the first quarter of 2022, NEVs have accounted for 98% of BYD's sales (SSM, 2022), so BYD announced that it became the first auto company in the world to stop production of fuel-powered vehicles the same year in April, and saw a 313% year-on-year increase in passenger car sales (Narayanan, 2022).

[bookmark: _Toc1873886042]1.2 Definition of Organizational Changing Management.
The organizational change explains the transformation of an organization from the known current situation to the unknown desired future (Hussain et al, 2018). Lewin’s three steps model create a general methods to describe the overall changing process of a company, which can be summarized as unfreezing original state, taking movement, and refreezing new status quo. Through the evolving process of BYD, it can be fully understood that organizations seek deeper development with changes and innovations at any time. No organization can avoid the occurrence of changes, no matter the size or the region of its operation (Kotter, 1998 p.27). In the face of fast-growing technology, ever-changing market demands and complex international environments, organizations are proactively or passively influenced to make changes. (Brooks 2011, p.3)

[bookmark: _Toc1555024639]1.3 Report Objectives
This report delivers a profound analysis about the changing process of The Chinese EV star BYD company from the change management perspective. Several models will be applied for diagnosing necessity of the change, and monitoring the addressing process of change. Lewin’s Force Field model will anatomize why a organizational change happens. Furthermore, through the illustration of BYD’s Stakeholder map as well as the application of Kotter’s 8-steps model to dig out how the company find its way out to the milestone-success step by step. The analysis is in great significant to assess the achievements of the organizations by using visualized statistical data of the sales in 2022 financial year.

[bookmark: _Toc423123683]2.0 Kurt Lewin’s Force Field Analysis 

Senior (2020, p.60) remarks that “The ability to diagnose change situations is, therefore, important if organizations are going to have any chance of responding to and managing change successfully.” There is no an exact science but tools may provide some help. Lewin noticed that it needs to analyze and rate the favorable and unfavorable factors before making any changes. Once the driving force is greater than the resistance, change will happen. Any success is not accidental. BYD, who still has a sales gap of more than 300,000 NEVs compared with Tesla in 2021, the driving forces for it to make a decision to abandon purely oil-fueled vehicles and why it suddenly surpass old champion in 2022 can be demonstrated by Lewin’s model.	
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[bookmark: _Toc1121384964]2.1 Driving Forces of Change 
In the period of an industrial transformation, technology is a strategic weapon. In traditional auto industry, China has been seeking to break down technical barriers and narrow the gap with developed countries, but it already has world-leading technical strength in the field of NEVs. By the end of June 2022, BYD has applied for a total of 38,000 patents worldwide and authorized 26,000 patents (Lin, 2023). It has invested a lot of money in research and development at the expense of low profit. The R&D in the first three quarters alone has reached 10.87 billion yuan, but between 2018-2022, its gross profit margin maintained merely at 13%-19%. The IGBT chip independently designed and manufactured by BYD has been developed to version 4.0 in 2018, which is the CPU of power electronic devices and is responsible for power management. IGBT is one of the two core technologies of EVs alongside battery. In March 2020, BYD released the blade battery, which increase the mileage of EVs by 50% and greatly improved the safety performance as well as the interior space. This technology was first installed on the model "Han". In 2021, BYD launched three models using the cutting-edge DM-i super hybrid technology at the same time. The driving experience is closest to that of a pure EV, meanwhile it crushes Japanese cars in terms of fuel consumption.

The initiative of BYD is in accordance with the solid commitment of “ Dual carbon targets” made by Chinese government. Automobile exhaust is responsible for the majority of urban environmental pollution in China, contributing to 65% of pollution, 25% of carbon dioxide emissions, and 70% of toxic gases. Furthermore, it serves as the primary source of PM2.5 particles (Wen, 2023). BYD is one of the six automakers (Volvo, Ford, GM, Mercedes-Benz and JLR) who carries missions to phase out fuel vehicles by 2024 in the UNCCC, 2021. Chinese government made great efforts to support the development of NEVs, including subsidies, fuel cars purchase banning regulations in pilot zones to varying degree etc., which is of great significance to reach the goal of hitting peak carbon emissions by 2030 and achieving carbon neutrality by 2060. The government has shown firm confidence and manifested that the electrification of vehicles is the general trend.

China's oil security is one of its weaknesses in terms of geopolitics. A considerable part of 70% domestic oil consumption is used by vehicles. To ensure energy security, and develop a more eco-friendly way of progressing, China must reduce its dependence on oil imports, which determines that NEVs have brighter prospects than fuel cars in terms of future development (Gailmar et al. 2016, p3). In 2022, the conflict between Russia and Ukraine broke out and international environment always suffering turbulence. The ripple effects of the war triggered a surge in international oil prices, and the automobile industry was seriously affected.

No matter what changes are made, the purpose of business is to generate profits, not to do charity. Chuanfu noted that with the vigorous improvement of core components of EVs, the performance of EVs has surpassed that of oil. The sales of BYD's traditional oil vehicles continued to decline. In the first quarter of 2021, only 4,635 fuel vehicles were produced, a year-on-year decrease of more than 90%, while the company's production of NEVs jumped more than five times to 287,530 (Li, 2022). The outstanding sales performance of the Dynasty series also fully proves the huge potential of China's NEVs market, and because of its excellent products, BYD’s brand image and market reputation have also been greatly improved. In contrast, sales of fuel-burning vehicle are sluggish, and it is obviously no longer the focus of the brand’s profitability. As supporters of traditional vehicles, few people are willing to spend more on refueling when there is a more economical option of gasoline-electric hybrids. BYD's existing NEVs models have already met the needs of most people, then the existence of old ones seems lack of reasons. 

[bookmark: _Toc800603876]2.2 Resisting Forces of Change
At present, China's NEV brands are rising one after another, BYD is facing huge competitive pressure. Tesla, the electric car giant, also frequently adjust prices from the end of 2022 to increase market share. However, purchase subsidies are terminated this year, increasing the uncertainty of the industry. BYD needs to develop independently. According to past experience, it would bring short-term sales disorder every time for reduced subsidies, and consumers will rush to the last favorable price and overdraft the sales in the next few months. An EIU analyst said that China's NEVs are gradually transforming from policy-driven to market-driven (BBC, 2023).

Looking at the global passenger car market, Toyota still ranked the first in the world in terms of sales in 2021. Honda and BBA still have strong brand power, R&D capabilities and financial strength. Although BYD has not distributed on internal-combustion engines for a long time, The suddenly stopping movement will lose part of profits from old liners. Moreover, as the first auto company who quits oil-car production, it is inevitable to take some unpredictable risks to be the pioneer.

Although the charging pile business expanded rapidly in the past two years (Wu, 2022), the sales of NEVs boomed in 2022, overwhelming the supporting facilities especially in some small cities where the coverage of charging piles is low. It might cause unsatisfied user’s experience.

BYD employees and middle or senior managers in oil chain sector are facing career changes, even some employees or suppliers may face the risk of losing their jobs. Original oil model users are also worried about their after-sales service.

[bookmark: _Toc1764295477]2.3 Occurrence of Change
By analyzing those complex factors, although there are many obstacles to the sudden change, this movement is not only in line with the trend of NEVs development in the international environment, but also echos profit goals of the organization. The driving force is obviously greater than the resistance, so the change happened.

[bookmark: _Toc59884163]3.0 Kotter’s Eight-Step Model
Kotter’s model is created to lead and manage a successful change. It has some similarities with Lewin’s (1947)“unfreezing-changing-refreezing” if the eight-steps summarized as generating-consolidating-anchoring”(Aldemir, 2010). However, Kotter is more precise in monitoring the whole process of a change. 

[bookmark: _Toc1450780745]3.1 Establishing a Sense of Urgency
To create some sense of urgency, usually need some bold or risky movements (Kotter 2012, p.47). Leaders need to convey to company that the fuel vehicle market is sluggish and less profitable, and often issue warnings about the unfavorable factors of continuing to do fuel vehicle business. Publishing data about the poor sales of fuel vehicles to increase the rationale for the bold changes.

[bookmark: _Toc742653177]3.2 Forming a Powerful Guiding Collation
The change of an organization is not only relate to a specific individual but a whole group of stakeholders. According to Kotter, level of trust, shared objective, and a right composition are the key points of a powerful collation. Guiding position,which means that enough key roles and front line managers are in the union. A stakeholder analysis is necessary for gaining a better understanding of the complex interplay of resources，capitals，and policies in an organization. It is much easier to identify in what degree the stakeholders influence the change decision of BYD after putting them into a matrix.
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According to Wang Zhuquan (2016), from the perspective of participation in collective choice of enterprise contracts, stakeholders can be divided into two types: internal and external. The vital internal figures and most powerful external supporters locate in the second quadrant. They are decisive roles in the change process, which overwhelming the factors in the fourth quadrant. And in most cases, the voice from third quadrant could make some change under the strong leadership of powerful supporters. An organization need to consider not only whose interests should be taken into account, but also why those interests should be taken into account when change happens（Crosby, 1992).

[bookmark: _Toc596989475]3.3 Creating a Vision
In fact, Wang Chuanfu had already determined the three-steps strategic transformation from fuel, hybrid, to pure EVs since the establishment of BYD. Fuel-powered vehicles are the initial need, gasoline-electric hybrids are for excess, and full-scale production of PEVs is the ultimate goal. He once put forward “one strategy and two goals”. One strategy is to rely on its own battery industry to enter the NEVs field; Two goals are— its production and sales reach the first place in China by 2015 and the world's first by 2025. At the time, no one thought it was an achievable goal, but now it even completed the dream-like plan three years ahead of schedule.
BYD always believes that "Technology is king, innovation is paramount". Some large auto brand also declared to quit oil vehicles, but most of them won’t get there until 2025. Then came a pioneer BYD.

[bookmark: _Toc558507541]3.4 Communicate the Vision
Incapability of lower-level employees would have negative influence on communication of vision, since it is a human nature to resist unclear change (Kotter 2012). Executives should use as many existing communication medias or channels as possible to convey the shared vision (Kotter 1995, p.64), including some stories of strong leaderships. 

Mr Wang has the absolute authority of a leader who once said he was not a "one-man show", but he has been proven right on 98 % of his decisions. BYD used the vertical integration model for a long time, and the quality control problem was once seriously out of control. He lost his anger and even touched the interests of everyone in this chain to purchase excellent parts produced by other companies and shut down some substandard business departments of his company.

In 2017, "Song" series released, Chuanfu gave up the letter logo and use Chinese characters despite the opposition of various executives who thought the use of Chinese characters was kind of stupid. He personally decided to make the change, and it has been proved that Chinese logos has fully established a new brand recognition.

In the outbreak of COVID-19, mask became seriously insufficient, Chuanfu mobilized 30,000 engineers, spent three days to design drawings, seven days to build the first mask machine, and manufactured melt-blowout cloth materials from scratch, which met the demand of their 220,000 employees and then took the social responsibility. It has become the world's largest mask manufacturer in just 24 days, making great contributions to China's and the world's fight against the epidemic. 

This time, after BYD issued an official statement to completely stop the production of fuel-powered vehicles, Mr. Wang became the earliest “traitor” among traditional auto manufacturers to raise the flag of rebellion, which is absolutely a historical good choice to believe in him. Change, by definition requires a new system, which in turn always demands leadership. Producing change is about 80% leadership, and about 20% management (Kotter 1998, 33). 

[bookmark: _Toc185220550]3.5 Empowering Others to Act on the Vision
The automobile industry is the most complex civil industry with a chain involves mining, metal, rubber, chemical, textile, equipment, logistics etc,. It is roughly estimated that every new job in the industry will bring another seven jobs in upstream and downstream. In September 2022, BYD plans to set up a factory in Fufeng County, Shaanxi Province (Li, 2023). It plans to recruit 20,000 managers and technical workers with a monthly salary of 5,000-9,000 RMB and favorable welfare benefits, which will greatly promote local employment and solve the problem of left-behind children in rural areas. Developing the skills and knowledge of employees will be the best gift to empower them to live a better life through complementation of the common vision.

[bookmark: _Toc1297979347]3.6 Planning for and Creating Short-term Wins
Short-term wins require improvement within 6-18 months and are highly motivating ( Robert, 2022). It must be achievable to generate a solid evidence of effective changes and make the further movement much more persuading. Thereafter, BYD unveiled its main goals for 2022. First, to serve 3 million NEV customers. It needs to achieve 1.5m sales to meet this goal, which does not seem far away (Mark, 2022). Second, to sell its products to more countries and regions. Third, to increase production capacity and shorten delivery times. Fourth, to launch an "unprecedented" premium brand that "subverting all your imagination with the ultimate technology" (Zhang, 2022). 

[bookmark: _Toc999998803]3.7 Consolidating Improvements and Producing Still More Changes
All settled goals were accomplished perfectly by the end of the year. In 2022, BYD's NEVs entered Japan, Germany, Australia, Brazil, Singapore, Thailand and other countries, and exported 55,900 units in total, further accelerating the pace of internationalization.
BYD insiders told the Securities Times that the company has realized the global strategic layout of six continents. At present, orders in domestic and overseas markets are both gradually increasing, and BYD is actively accelerating production line supply (BYDglobal, 2022).

[bookmark: _Toc772860599]3.8. Institutionalizing New Approaches
The development history of Chinese independent brand automobile has proved that it is difficult to make success on the fuel car track. Now the average transaction price of the traditional fuel car of independent brand is still low. However, NEV track gives more opportunity to achieve high-end breakthrough, BYD's current scale and brand equity prove that overtaking can be successful by their judicious decision and hard works. Except from their domestic business, BYD's overseas territory is in an orderly expansion. It also partnered with oil giant Shell to expand its charging network across China and Europe. 

[bookmark: _Toc1486990337]4.0 Effectiveness Assessment

Looking at overall picture of BYD's strategy , according to Hodge and Gill's change typology, its changes at each stage can be regarded as planned and incremental, which are gradually moving towards the direction of eventually realizing world-famous EV business. However, the major decision to fade out fuel vehicles and its result of the explosive growth, can be titled as a punctuated equilibrium (2015, p.37). And this is also the only way to rebuild the entire automobile industry, which in line with the whole global transformation plan in terms of energy and ecology. For enterprise, BYD achieved a milestone in 2022. Green car stock statistic shows that BYD saw its sales triple to 1.86 million cars overall last year and became top1 EV maker in the world. In November, BYD's 3 millionth NEV rolled off the assembly line. It took 13 years to the one millionth, 1 year to get from the 1 millionth to the 2 millionth, and only half a year to get the 3 millionth.

[bookmark: _Toc1579393820]5.0 Conclusion and Recommendation

BYD, who brave to be the pioneer and initiated industry transformation, shocked the entire automobile industry by its thunder-like change. However, the practice has been proved successful. At present, facing the wave of NEVs’ booming, the decision to make such a change is not only in line with the profit and development goals of the organization, but also comforted with the historical trend of industrial development. BYD has accumulated advanced technical for a long time in its practice, and constantly establishes vision, manages changes, and optimizes and integrates the company. It is brands like BYD that vigorously promote the development and progress of the automobile industry. However, change does not happen once and for all but is a gradual process, which needs more time to prove its effectiveness.

With the relaxation of China's epidemic policy, economy starts to recovery, whether BYD, who has price advantages during the slow down period, can continue to beat imported cars, or improve the penetration rate in foreign markets more quickly and stably, still needs the solid efforts of the organization in the future. For BYD, or the NEV industry as a whole, how to capture a larger market is depended on more reliable, safer and mature technology to convince traditional car enthusiasts to change their minds. While BYD has sold its cars to other parts of the world, its unpopularity abroad is a tricky problem for a brand that has already become the world's best-seller. Brand recognition and value need to be improved. This problem could be studied in the brand’s high-end line in the future. Besides, the way to increase recognition of BYD's brand in foreign markets should also learn from its domestically expanding experience, such as to penetrate more markets with new energy buses and taxis or other commercial vehicles, and to help partner countries to build supporting infrastructures as quick as possible.
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