
CHANGE MANAGEMENT IN NEW ORIENTAL


Executive Summary
This report focuses on the dramatic fluctuations in New Oriental's stock and performance over the last three years and what kind of change management the company should adopt. The article begins by stating that this change in New Oriental is due to the implementation of the 'Double reduction policy' in 2021, which forced the company to shut down its main business, K12 education. The article then uses The Force Field Analysis and The Stakeholder Analysis to show that New Oriental needs to make Transformational Change and choose the Re-creation. The article then uses The Force Field Analysis and The Stakeholder Analysis to show that New Oriental should take the initiative to change and engage in new business, while management leadership is key to making the decision to change. The article then uses The Force Field Analysis and The Stakeholder Analysis to suggest that New Oriental should take the initiative to change and engage in new business, while at the same time, management leadership is key to making change decisions. The author then uses Lewin's Three-step Model and the Kotter's Eight-step Model to make recommendations based on the actual situation of New Oriental, and finally evaluates the effectiveness of change in New Oriental and finds that New Oriental has been very successful in managing change.
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1. Introduction 
New Oriental is now one of the largest educational institutions in China, and it is renowned for its business in all areas of education, especially in English language teaching and K12 education. The inspirational story of the company's founder and chairman, Yu Minhong, is also well known in China. However, in 2021, the big ship New Oriental seems to have lost its way. The stock price plummeted from nearly $200 at the beginning of 2021 to $8, and net profit plummeted from $334 million to $1,188 million, but from 2023 onwards, the company's stock and earnings were at record highs. What has New Oriental been through in these two years? This article will critically analyse the reasons for the changes in the organisation and then assess how New Oriental should respond in the face of major changes.
The structure of the article begins with a brief introduction to change management, followed by a review of the key events that New Oriental has experienced over the past two years, identifying the causes, extent and types of change that have led to dramatic changes in New Oriental. Afterwards, the author analyses and discusses the drivers and key stakeholders of change in New Oriental using two theoretical models: The Force Field Analysis and The Stakeholder Analysis. This is followed by the Lewin's Three-step Model and the Kotter's Eight-step Model, which provide suggestions for implementing change in New Oriental. Finally, an assessment of the effectiveness of the change is made and a short conclusion is drawn.
2. Definition of Change Management
Any business or organisation is in a world of constant change, which may be driven by different factors such as technology, digital transformation, consumer demand and so on. It is because the business landscape is fluid and every organisation encounters opportunities and threats in the process that change management has always been key to running an organisation (Guo,2022). By definition, change management is "the coordination of a structured transition period from situation A to situation B to achieve lasting change within an organisation(Burnes,  2017). This article focuses on how the target company can make changes in the face of unforeseen events, so that the company can make a smooth transition and achieve its desired goals.
3. Change Program of New Oriental
3.1 Change process
New Oriental Education & Technology Group  (New Oriental) is one of the largest education and training institution in China. Its business includes foreign language training, basic education for primary and secondary schools, pre-school education, online education, overseas consultancy and book publishing(New Oriental,2023). Business covering all aspects of education plate. As early as 2020, the company's full-year Net Profit reached $334 million (New Oriental,2021). At the end of 2020, the company's share price on the NYSE also shot up to $195.87 (NYSE ,2023). 
However, ‘Double reduction policy’ were released On July 4th, 2021 by China Government. In this policy, in order to reduce the burden on students, the government has asked extracurricular  institutions not to offer academic training from grade 1 to 12(K12). Based on this, New Oriental Decided to shut down the K12 business completely in September 2021. As a result, business revenues Dropped sharply in 2021. By the end of 2021, the company's stock was only $1.80 per share and the Net Profit for 2021 was $-1,188 million(NYSE ,2023; New Oriental,2022). In the face of such external changes, New Oriental needs to make huge change.
3.2 The type and scope of change
Hodges and Gill (2015) divided change into four broad categories depending on the situation, as shown in the figure below. 

Since the enactment of the 'Double reduction policy', in about half a year in 2021, the stock price plunged from a high of nearly $200 to $1.80. It is very clear that this is an 'Emergent Change' in the company due to external matters. In the face of such external changes, New Oriental needs to make Transformational Change. Rather than operational changes to a department, New Oriental should focus on changes at the strategic level of the organisation as a whole.
According to the degree of change and whether the direction of change is favorable, Nadler et al., what should people do to deal with it, the changes are specifically divided into four processing methods: Fine Tuning, Re-orientation, Adaptation and Re-creation (Nadler, et al., 1995). According to the previous analysis, New Oriental was faced with an unfavourable and highly influential external event, so New Oriental should have chosen the Re-creation approach according to the theory.
4. The Force Field Analysis
The Force Field Analysis was first introduced by Lewin, whose (1951) guide to force field analysis demonstrates the complexity of the change process and how driving and resisting forces can be incorporated into the planning and implementation stages. He focuses on two opposing forces in a decision, the Driving forces, which drive the implementation of a decision, and the Restraining forces, which resist the implementation of a decision. These two forces interact and oppose each other, just like between two forces in physics. These two drives can also be divided into internal and external drives (Thomas, 1985). Force Field Analysis is often used by organisations as it is a very important guide to making realistic decisions about change implementation and can make decision making easier (Swinton, 2008). 
Therefore, in this section I will conduct a force field analysis of the New Oriental. Due to the policy restrictions, New Oriental has only two options, either not to make too many changes, maintain the original business model and continue to engage in other education businesses, or make huge changes and start a new business. Below I have selected what I consider to be the most important driving and restraining factors for force field analysis.

4.1 Driving Forces of Change
New business growth point(5): New business means new growth point. The new growth point means that the company can gain new competitiveness . For the education industry, which is inherently competitive in China (Epstein, 2017), this has led to a low level of average profitability in the education industry due to the low barriers to entry (Herrera et al., 2017). New Oriental can borrow the capital accumulation and reputation that the company has developed so far to enter industries with higher profit margins or current hotter buzz, such as the live-streaming bandwagon industry, to complete diversification and create new growth points in performance. And since New Oriental has closed its main business K12 due to policy reasons, then new growth opportunities are very urgent for New Oriental at the moment, as well as the feasibility of developing new growth points, so I assign a maximum score of 5 to the driver.
Solving existing employee employment(4): More business can make the original staff engaged in K12 have new positions. Due to the closure of the K12 business, a large number of employees have lost their former positions and the company has no way to give these staff positions due to vacancies if it does not grow your business. Making major redundancies would make the company's financial situation even worse. If you develop the right new business to keep these teachers in place, you can retain these talents and generate revenue for the company at the same time. Considering that not all employees would be able to find new suitable jobs, the feasibility of this is questionable and I would therefore assign a final score of 4.
Reuse of resources(4): New Oriental can continue to use the existing resources to develop new businesses, such as online resources and teacher resources. In addition to its existing talent resources, in the years leading up to 2021, New Oriental has invested in a large number of resources for online education, including network hardware and software. This gives the company a more than adequate technological edge when it comes to developing new businesses. In addition, New Oriental's social reputation has always been good and its brand value is high in China, which also gives New Oriental a solid foundation to enter new industries.
4.2 Restraining Force of Change 
Barriers to entry(4): There are certain barriers to entering the new industry, which means high risk. Whenever entering an industry other than education, New Oriental is unfamiliar with it, which requires a lot of time and money upfront for research. In addition, every industry has barriers to entry, and higher barriers to entry mean higher rewards and higher risks. New Oriental needs to consider whether the rewards of entering other industries match the risks, and if the attempt fails, it could be devastating to the company.
Personnel turnover(5): Many employees feel that engaging  in a new industry is inconsistent with their own professional development and will choose to leave. Many people will not be able to take on a job that is new to them, considering the amount of effort they have put into it and the skills they have already mastered. In addition, if the new profession is not one that the employee is good at or enjoys, or if there is a sudden drop in wages in the new profession, some employees are bound to leave. In this respect, the company will lose its existing talent and will have to pay a large sum of money as redundancy allowance. Considering the high possibility of employee turnover, the weighting is therefore 5 points.
Cost explosion(3): The development of new business will inevitably  lead to the increase of the company's operating costs, Because you have to buy all kinds of equipment. Although New Oriental had some previous investment in network infrastructure, to launch a completely new industry would cost more in terms of equipment expenditure, staff training and research and survey than to engage in the original industry. For New Oriental, which has suffered a setback in its main business, it needs to pay more attention to its financial situation. However, in the short term, this factor is not as heavily weighted as it could be as New Oriental's financial results show ample cash-like assets(New Oriental,2023).
In summary, according to Force Field Analysis, the result shows that the Driving Forces score 13 points and the Restraining Forces score 12 points. Therefore, my analysis is biased towards New Oriental to make strategic changes and develop other businesses.
5. The Stakeholder Analysis
The analysis of the force field above provides a clear picture of the main drivers that influence change, but these drivers alone are not enough to make change happen, because it is in the people who make it happen. Stakeholder analysis is used to analyse all the individuals (and organisations) that have a stake in the client's interests and helps the client to disentangle the impact of significant stakeholders on strategy when developing strategy (Crosby, 1992). Grimble and Wellard (1996) point out that despite the complex relationship between stakeholders and goals, it is compatible and valuable for the achievement of the final goal. The concept of ‘stakeholder management’ was first introduced by Freeman and Gilbert (1987). The analysis of stakeholders in change management is therefore of great interest.
Among the many stakeholders, there are mainly internal and external stakeholders (Yang et al., 2011), and both internal and external stakeholders influence the implementation of change. In the case of New Oriental, internal stakeholders include K12 employees, non-K12 employees, middle managers, the board of directors headed by the chairman, and investors; external stakeholders include government, customers, suppliers, competitors, banks, media, local communities, and unions.
Mendelow's Matrix was created in 1991 to analyse stakeholders by measuring their interests and power, which can then be used to determine the extent of their potential influence on larger business decisions, and to further analyse how change management should be carried out by the extent to which different groups influence decisions(Botten,2006).

Stakeholders are divided into four categories through Mendelow's Matrix, and each category is treated differently according to their rights and interests (Cameron & Green, 2012).
1) For those who have high power and low interest, such as government, media, banks and unions. These stakeholders have the absolute power to determine the direction of change in New Oriental, but they have no interest in the change. For them, the company should try to make them happy with the direction of change in New Oriental and try to cater to their appetite as much as possible.
2) For those who have low power and low interest, e.g. community, competitors, non-k12 employees. This group of people is not important to the change of the organisation and New Oriental can spend a small amount of effort on these stakeholders, just keep an eye on them.
3) For those who have low power and high interest, such as K12 staff, middle managers, customers and suppliers. Although only passive recipients of change, New Oriental's changes affect these groups at all times. At the same time, a good company will take care of these people's personal interests and keep them informed during the change process to avoid misunderstandings or untimely delivery of information.
4) For those who have high power and low interest, such as investors and the board of directors, represented by the chairman, these are the most important people in change management, not only in relation to the outcome of the change, but also in terms of their absolute power over the change. Therefore, in the whole process of decision making for change, it is important to handle the relationship with them and give full play to the leadership of the board of directors. Only with good leadership will the right decisions be made and the new East can have a smooth transition. The article will focus on how stakeholders should manage change in the following paragraphs.
6. Lewin's Three-step Model Applied For The Change
The Kurt Lewin Theory of Change model is based on a 3-step process (unfreeze-change-freeze) that helps leaders complete three steps: make radical changes, minimise disruption to structural operations, and ensure permanent adoption of change (Burnes, 2020).
1) Unfreezing is the process of preparing for change and pushing oneself, a department or the whole business into the dynamics of change(Levasseur, 2001). The Kurt Lewin force field analysis is an effective way to carry out this step. According to the previous analysis, the driving forces of the new East are greater than the limiting forces and the company should develop new business, which is already done to provide the impetus for change.
2) Change is a process of change, a transition to making a change. This is where the company making the change should stabilise the employees and release positive emotions within the employees making the change(Levasseur, 2001). In addition, if there are elements of the change that employees do not understand, the company, and in particular its leadership, should be patient and communicate frequently to K12 employees to explain the current situation in the company. Finally, for employees working in a new industry, companies should organise professional training in a timely manner to find a way to suit their personal development and, on this basis, stabilise their salaries and further stabilise their mindset.
3) The freeze is about establishing stability after changes have been made. These changes are accepted and become the new normal(Levasseur, 2001). For New Oriental, specifically, firstly, leaders need to lead by example, take the lead in the new industry and make it visible to staff, and at the same time, set an example that will get people motivated. Secondly, in the business registration, change the scope of the original business and expand New Oriental's business scope from the original education industry to other emerging industries, such as e-commerce sales and supply chain procurement. Finally, the personnel structure of the original company was reorganised according to the composition of the new business development, rewarding employees with good business performance and entrusting them with important responsibilities.
7. The Kotter's Eight-step Model Applied For The Change
Eight-Step Change Mode is an organisational change management approach proposed by John Kotter. The model is practical and actionable, and is widely used in organisational change and management practice (Appelbaum et al., 2012). There are eight main steps in the model, as follows:
a. Create urgency
Promoting a sense of urgency for change can improve the efficiency of employees, especially for middle-level managers. Specifically, New Oriental can, on the one hand, promote the experience sharing of outstanding employees in the live industry, so as to create healthy competition between departments and individuals, and at the same time increase the degree of punishment and reward in the reward and punishment mechanism, so as to create a sense of urgency among employees.
b. Form a powerful coalition
Although New Oriental is already a leader in the education industry, as a new entrant in other industries, New Oriental should be open-minded and seek advice from other outstanding companies, find the right partners and actively promote the formation of a coalition of interests. If New Oriental is ready to enter the live-streaming industry, then choosing the right platform will be crucial.
c. Create a vision for change
Ever since Chairman Yu Minhong founded New Oriental, its corporate culture has embraced the spirit of change and innovation. As the company explores new business opportunities, it should also continue to innovate and demand new growth opportunities.
d. Communicate the vision
In the process of change at New Oriental, the company leadership should focus on the asymmetry of information with employees, actively communicate with them to establish a sense of trust, and communicate with them in a timely manner if they encounter problems with the change.
e. Empower action
To make the change more effective, decentralisation should be implemented to reduce the cost of communication within the organisation and to enable tasks to be delivered and communicated quickly and efficiently.
f. Create quick wins
This is similar to the change process in LEWIN'S THREE-STEP MODEL. People are apprehensive about change at the beginning, and only when quick wins are achieved will staff feel more at ease and more committed to implementing change. In the process of implementing change, New Oriental should focus on the certainty of the new industry being tried at the beginning.
g. Build on the change
Now that the company has made a new change, it should build on that change. If New Oriental identifies the live industry as its new industry to develop, it should firmly promote its influence in the live industry, and can develop upstream on the basis of live broadcasting, such as building its own warehouse and involving itself in the process of producing goods.
h. Make it stick
This is the freezing process in LEWIN'S THREE-STEP MODEL, which is the process of establishing stability after making changes. The new East should take long-term measures to consolidate the new business that has been launched.
8. Assessment of Change
In reality, New Oriental has made a series of transformative decisions. By virtue of its talent advantages and online advantages, the company turns to live with goods field, leading knowledge with goods trend with the help of live streaming e-commerce. 
New Oriental has been a big success. In the first half of 2023, the total transaction value (GMV) reached 4.8 billion, nearly 85 percent of total revenue, total number of fans exceeded 36 million in DOUYIN, the total sales volume reached more than 18 million.
On November 4, 2021, New Oriental officially announced that since schools around the world had surrendered some of their campuses, leaving behind a bunch of brand new desks and chairs, the company decided to donate these desks to poor areas, a total of 73,366 sets of desks and chairs, with a total value of over 50 million yuan(Southern Metropolis Daily,2021).
On 28 December 2021, Yu Minhong, Chairman of New Oriental, started to develop a brand new business by bringing hundreds of teachers to help sell agricultural products and support the cause of rural revitalization through live streaming (The Paper,2022).
On 16 January 2023, New Oriental renamed its listed subsidiary Koolearn Online to Easy Buy, formally shifting its business focus from online education to live e-commerce and the growth potential that this sector can bring to the Group in the long term(Easy Buy,2023). The road to comprehensive change in New Oriental continues.
9. Conclusion 
The article takes a look at the dramatic fluctuations in New Oriental's share price and performance over the past three years, and explores how New Oriental was forced to shut down its main business, K12 education, due to the implementation of the 'Double reduction policy' in 2021. The article begins by defining and categorising this change, pointing out that it is an emergent change caused by an external event, for which New Oriental needs to make Transformational Change and choose the Re-creation. Next, the article uses The Force Field Analysis to analyse the drivers of change in New Oriental, which are New business growth point, Solving existing employee employment and Reuse of resources. The Stakeholder Analysis is used to show that investors and the board of directors, represented by the chairman, are the key players in implementing change, and that only a leadership-based decision-making team can implement the right decisions. The article then uses Lewin's Three-step Model and the Kotter's Eight-step Model to suggest some suggestions for the change process in the New Oriental context, such as putting people first and communicating more with employees. In the end, Yu Minhong, the chairman of New Oriental, was found to have excellent leadership skills and the change was a great success.
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