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Executive summary
Alibaba is a world-renowned internet multinational enterprise, and in March 2023, it underwent the largest organisational change in history. Alibaba has taken many measures for this transformation, and overall, the transformation has been relatively successful.
This article uses SWOT analysis and PESTLE analysis to first analyse the internal and external environment of Alibaba, study the reasons for Alibaba's transformation, and then analyse the key driving factors of Alibaba's transformation.
In the main discussion section, this article uses two main change management models, the Lewin model and the Kotter model, to analyse how Alibaba drives change.
Finally, this article summarizes the transformation of Alibaba and provides some suggestions on how Alibaba can consolidate the achievements of the transformation in the next step.
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1. Introduction 

In March 2023, Alibaba began its largest organisational change since its establishment, namely the construction of a "1+6+N" organisational structure. Alibaba Group has established six major enterprise groups and multiple commercial companies, including Alibaba Cloud, Taobao Tmall, Local Service Group, Global Digital Business Group, Cainiao Smart Logistics, and Digital Media Entertainment Group. Implement CEO responsibility under the leadership of the board of directors of each enterprise group and enterprise (Huang Raffaele; Leong Clarence, 2023). In the future, companies that meet the listing criteria will independently go public when the conditions are ripe (Qu Tracy, 2023).

In order to promote this change, Alibaba has taken many measures. On March 27th, Jack Ma, the founder of Alibaba who had been invisible for over three years, returned. The next day, Alibaba Group held a CEO meeting, and the current head, Daniel Zhang, released a letter from all employees, initiating a new round of corporate governance reform: the group's organisational structure has been transformed into a'1+6+N' structure (Fan Feifei, 2023). This business expansion model of spreading branches and growing independently is not unique to Alibaba. In 2015, Google established its holding company Alphabet and established subsidiaries for its different businesses. The current changes in Alibaba are very similar to Google's management model back then (Todd Zenger,2015).

In the past, investors may only prefer a certain business of Alibaba, but they can only invest in Alibaba as a whole. In the future, investors can invest in a certain business separately, without considering other businesses becoming a burden. Therefore, Alibaba's transformation has been welcomed by the market. As of the close of the US stock market on March 28th, Alibaba's stock price surged 14% (The Asian Investor, 2023). From the current perspective, the change has achieved some success.

2. analyse the reasons for Alibaba's change

2.1 Internal Environment Analysis
The SWOT analysis method is a method of analysing internal situations by studying organisational strengths, weaknesses, and other situations (Phadermrod Boonyarat; Crowder Richard M; Wills Gary B, 2019, p. 195).

2.1.1 Strengths
Alibaba is a multi business and multi format organisation with a large scale. After years of development, it has developed into a large-scale multinational enterprise, covering business areas such as Chinese commerce, international commerce, local life services, digital media and entertainment, innovative business and others, logistics, cloud services, and more (Alibaba, 2023).

2.1.2 Weaknesses
Parkinson's Law shows that once an organisation is formed, it will unconsciously self expand. The larger the organisation, the more bloated the body, and the lower the efficiency, because there are more levels. Each level will be doped with interfering factors (Kendra Cherry, 2022). After the development of Alibaba's giant ship to a certain scale, it will inevitably face the problems of low efficiency in managing job delivery and slow decision-making in large companies (Jing Yang, 2021).

2.1.3 Opportunities
There are many businesses in Alibaba, including mature businesses such as Taobao and Tmall, as well as booming businesses like Alibaba Cloud.  For example, in 2021, the market value of Taobao Tmall was $624.136 billion, while the market value of Alibaba Cloud was $60.812 billion (Howie Mann, 2021).These businesses are also relatively mature enterprises in the entire global market. After the split, Alibaba's multi departmental business can blossom everywhere, full of opportunities.

2.1.4 Threats
With the involvement of new giants such as Tiktok in e-commerce, it has brought serious competitive pressure to traditional e-commerce. In addition, the rapid development of e-commerce, including Pinduoduo, has also posed threats to Alibaba (Arjun Kharpal, 2022).

2.2 External Environment Analysis
PESTEL analysis is an effective tool for analysing how the external political, economic, and other environments of an organisation affect it (Gerry Johnson, 2014, p.34). 

2.2.1 Political
At present, China is promoting the development of the digital economy and e-commerce by building digital infrastructure such as mobile devices and fiber optic devices to enhance the rapid commercialisation of Chinese products and services (Hong Jiang; Johann Peter Murmann, 2022). 

2.2.2 Economic
Due to the economic slowdown, in May 2022, Alibaba announced its second consecutive quarter of slowest revenue growth since its listing in 2014, and some of Alibaba's US peers have also experienced a slowdown in growth (Shen Lu; Kubota Yoko, 2022).

2.2.3 Social
As a multinational enterprise, Alibaba should actively reform and develop to explore global markets and adapt to multinational cultures. Therefore, it is very important to split and establish an Alibaba International Digital Commerce Group that can make quick decisions.

2.2.4 Technological
Currently, driven by new technologies such as AI, Web3, and VR/AR, the global internet technology industry is entering an important reshuffle period (Toni Witt, 2023). In this situation, Alibaba can only make changes to keep up with the pace of technology.

2.2.5 Environmental
There has been a fivefold growth in internet searches for ESG (environmental, social, and governance) since 2019. Currently, more and more companies, investors, and even regulatory agencies are paying attention to ESG (Dame Vivian Hunt, 2022). Alibaba has also released the 2022 Alibaba ESG report (Alibaba, 2022).

2.2.6 Legal
In the past few years, monopoly issues have made Alibaba the main target of regulatory agencies. In April 2021, Alibaba was fined a record $2.8 billion in antitrust fines (Yvonne Lau, 2021). Alibaba's current split and restructuring, which allows its subsidiaries to operate independently and handle people, finances, and materials independently, may alleviate Alibaba's suspected monopoly issues to some extent(Jin Li; Angela Huyue Zhang, 2023).


3. Driving factors for Alibaba's transformation

3.1 Corporate Culture
The mission of Alibaba Group is to ensure that there is no difficult business in the world. Alibaba's six core concepts emphasise customer first, reform and innovation (Alibaba, 2023). This culture promotes continuous change in enterprises.

3.2 Leadership
Alibaba's spiritual leader Jack Ma returned to China in March 2023 to support corporate change and appeared in the media to support Alibaba's self revolution (Tan Huileng, 2023). The current CEO Daniel Zhang has been staying at a hotel in Alibaba's headquarters in Hangzhou for a long time, working more than ten hours a day, leading Alibaba to constantly innovate. In 2020, he expressed his views on leadership at the Davos Economic Forum's 2020 annual meeting, believing that innovation is a core trait (Alizila Staff, 2020). 

3.3 Digitisation
The fourth industrial revolution led by digital technology is a new leap in the history of human development, and the accompanying wave of Digitisation is unstoppable. At present, the shift of Digital transformation is accelerating, and reform and innovation are coming one after another, triggering deeper changes in the global pattern and reshaping the new pattern of global economic competition and development (Ziska Fields; Stefan Huesig, 2019, p16).

4. Lewin's Change Management Model: analysing how Alibaba drives change

4.1 Unfreeze
When an organisation needs change, the first step is to 'Unfreeze' the current structure and processes of the organisation. 'Unfreezing' also applies to the views of the employees on the upcoming change (Bernard Burnes, 2004). Alibaba has been doing this kind of 'unfreezing' since a long time ago. For example, as early as 2021, Alibaba officially disclosed its'diversified governance system' to the public for the first time in its annual letter to shareholders. In its December full staff letter, Alibaba further clarified that'diversified governance' will become the new organisational strategy of the group (Global Times, 2022). The organisational change promoted this time, Alibaba CEO Daniel Zhang wrote a letter to all employees explaining that Alibaba's change is aimed at making the organisation agile, shortening the decision-making chain, and making responses faster (Pandaily, 2023). In the process of promoting change, Alibaba also held special meetings to discuss new organisational and governance structures, and provided answers to questions raised by investors and analysts (Alibaba, 2023).

4.2 Make changes
When the organisation and its employees are ready to accept change, the organisational leadership should deploy and promote change from top to bottom, and provide guidance, communication, listen to opinions, solve problems, and eliminate doubts during the progress of change (Memon Farzana Akmal, 2021). Currently, within the Alibaba Group, according to the new organisational structure, Taobao Tmall Commercial Group has officially launched operations on April 14th. The CEO of the group is Trudi Dai, divided into three units: the first department, which includes a small portion of Taobao and Tmall. The second department includes Tmall and its sub brands, such as Tmall Clothing, Tmall Beauty, etc. The third department includes Alibaba's community group buying business, Taocai Cai, and Tmall Supermarket (Tianwei Zhang, 2023). On April 11th, Alibaba Cloud Group also held a summit in Beijing, and Alibaba Cloud CEO Daniel Zhang gave a speech for about an hour, detailing Alibaba Cloud's strategic direction and goals in the era of intelligence. (Alibabacloud, 2023).

4.3 Refreeze
When the change is basically completed, the organisation needs to "re freeze" the new status quo. This is crucial. If the old habit reappears, everything it did before will be meaningless (Bakari Haroon, 2017). At present, Alibaba's reformed groups are steadily expanding its transforming, and promoting change become a consensus among everyone. For example, The newly established Alibaba International Digital Commerce Group operates multiple international commercial retail businesses and has been steadily and orderly promoting the talent cultivation and selection work of the new business group. Starting from March 2023, it organised the 2023 Alibaba Global E-commerce Challenge. 141 famous universities from 59 countries and regions participated in the competition and have now entered the final stage. This is a great opportunity to select talents  (Alibaba, 2023).





5. Kotter’s Theory: analysing how Alibaba drives change

5.1 Establishing a Sense of Urgency 
When there is an urgent need for change within an organisation, change is likely to be driven. Change leaders should create a sense of urgency for employees to change through various channels and forms. When employees understand the urgency of organisational change, the environment for change is formed (Mind Tools Content Team, 2020).
Since Daniel Zhang became the CEO of Alibaba Group in 2015, he has made many organisational adjustments, including the "mid stage strategy" and segmented governance. Both Alibaba employees and internet industry professionals are accustomed to Alibaba's "embrace change" approach. When complex domestic and international situations overlap, industry competition intensifies, and regulatory environment changes, the talent, strategy, and business changes involved in organisational structure adjustment are one of the ways Alibaba maintains its vitality (Daniel Zhang, 2019).

5.2 Creating the Guiding Coalition 
A strong change leadership team can play a crucial role. In the process of implementing change, the organisation first needs to identify the leadership team for the change, as well as core stakeholders, such as the organisation's senior management. organisations should first unify their ideas and form a change leadership team in order to promote the implementation of change  (Paul Leinwand; Mahadeva Matt Mani; Blair Sheppard, 2022).
The transformation of Alibaba this time is to first entrust Alibaba's Alibaba Cloud Group, which is most adaptable to future technological development, to Alibaba CEO Daniel Zhang, to be in charge, entrust Alibaba's most profitable Taobao Tmall to one of Alibaba's founders Trudy Dai, entrust the International Digital Business Group to Jiang Fan, who has been responsible for international business in the early stage, and continue to be in charge of Cainiao Logistics by Wan Lin. These are all Alibaba's efforts to ensure that its changes are recognised by the core stakeholders and elders of the organisation, in order to smoothly promote the implementation of the changes (Alison Tudor Ackroyd, 2023).

5.3 Developing a Vision and Strategy 
After the change leadership team is determined, the organisation should first clarify the vision of change. This vision can be a persistent one or a new one proposed after the change. However, the vision of change must motivate employees to take action in the direction of change (John P. Kotter, 2012, p69).
Alibaba CEO Daniel Zhang said in a letter to all employees that the changes in the market will never stop, and a new generation of technology waves are constantly emerging. Without embracing change, it will become rigid, and without changing itself, it will be defeated by the times. We want to become a good company with a history of 102 years. This is consistent with the letter written to investors by CEO Daniel Zhang when Alibaba went public in Hong Kong in 2019。 This is Alibaba's vision for change (Daniel Zhang, 2019).

5.4 Communicating the Change Vision 
After the change vision is determined, the next step is for the change leadership team to communicate and convey the change vision to members of the organisation. This communication and communication need to be repeated, and it is particularly important that members of the change leadership team personally demonstrate and guide employees to work tirelessly towards the change vision, in order to improve the overall change performance of the organisation  (John P. Kotter, 2012, p87).
Daniel Zhang communicated with various departments and all employees of Alibaba on the Alibaba intranet, and further discussed the vision of various business subsidiaries after Alibaba's transformation. He pointed out that today, as a company listed as a whole, Alibaba has diverse businesses. Alibaba should decisively let them face the capital market alone. Business groups that meet the conditions all have the possibility of financing and listing ( Adam Spatacco, 2023).

5.5 Empower employees to take extensive action
In the actual operation process of change, organisations should encourage and guide employees to adapt to change, promote change, and develop change. Encourage and reward employees who take proactive actions towards change, giving them more autonomy, and actively guide those who hold negative attitudes to work on a standardised track of change (John P. Kotter, 2012, p105).
Alibaba has always been committed to encouraging innovation and change, providing sufficient reform and innovation channels for organisational employees, so that employees who adhere to reform and innovation are constantly motivated. This has led to the emergence of global AliExpress, Juhuasuan, Xianyu, Cainiao, Tmall International, Feizhu, Taopiao, DingTalk, Hema, Alibaba Cloud, and other mobile e-commerce applications in recent years. Taobao has become one of the most famous mobile e-commerce application (Roland Schmuck, 2020). 

5.6 Rapid generation of change benefits
The change leadership team should promote the rapid generation of benefits from change in the early stages of change, so that employees have a positive and supportive attitude towards the change. This is because people like the feeling of success, and the process of change usually takes a long time. If the effectiveness of change cannot be achieved in the short term, people may have doubts and negatives about the change, making it more difficult to promote and develop it in the later stage. If there are certain changes in the early stages, employees will have trust in the change leadership team and be willing to follow the pace of the change leadership team for the change vision (John P. Kotter, 2012, p121).
Since the announcement of the Alibaba Group's split and restructuring, Alibaba's stock has risen by 14%, which is a very exciting news for the market and organisation. At the same time, Alibaba's two important business groups, Alibaba Cloud and Taobao Tmall, have also made significant progress in terms of user numbers and technical capabilities (Matthew Gooding, 2023). These are all exciting effects that have quickly emerged after the change.

5.7 Consolidating Gains and Producing More Change
After the initial results of the change have been achieved, the change leadership team should not prematurely declare that the change has been successful. They should continuously follow up and improve the change results, lead organisational members to continue to adhere to the vision of change, deepen and expand the change, and ensure that the change continues to develop in the direction of the vision (John P. Kotter, 2012, p137).
Alibaba Cloud Group has recently stepped up its reform efforts, reducing the price of its core and storage products by 50%. In the face of intensified competition, Alibaba Cloud Group has stepped up its efforts to compete for a larger share of the Chinese cloud market, aiming to expand its user base and market penetration. Among them, the price of elastic computing services using ARM and Intel chips (i.e. the ability to quickly expand or reduce processing) will decrease by almost 20%, while services using NVIDIA V100 and T4 graphics processing units will decrease by almost 47% (Reuters, 2023).

5.8 Consolidating Change Achievements with organisational Culture
Culture is the most important aspect for the sustainable development of an organisation. The leadership team of a change organisation should integrate the vision of change into the organisational culture, forming a general consensus among all employees, especially when recruiting employees and organising training. The content of change should be transmitted to new and old employees, so that all personnel can work together under the vision of change (John P. Kotter, 2012, p153).
Alibaba promptly recruits talents who recognise and approve of change to enrich its talent team and ensure the orderly development of the enterprise group. For example, Alibaba launches a special recruitment campaign for college students every year. At the same time, Alibaba, relying on the national employment service platform for college students, opens all recruitment positions in the business ecosystem of Alibaba's platform to college graduates, and carries out employment services relying on nails to further promote healthy communication between college graduates and nail certified enterprises (Yvonne Tang, 2022). 





6. Conclusions

From the current perspective, Alibaba's transformation is relatively successful. Six business groups have started to split and integrate, such as Cloud Intelligence Group and Taobao Tmall Commerce Group, which have completed their reforms. The other N business companies are also operating effectively. Summarising the transformation of Alibaba, there are three major characteristics as follows:

6.1 Change must start at the top of the group
This organisational governance change was initiated by Daniel Zhang and unanimously approved by the Alibaba Group senior management team, redefining and constructing the relationship between the Alibaba Group and various business groups. In practice, it is relatively successful. Therefore, as Alibaba CEO Daniel Zhang said, Change must start at the top of the group ( Alison Tudor Ackroyd, 2023).

6.2 To have a long-term accumulated organisational culture
As mentioned earlier, Alibaba is a huge organisation with diverse and complex businesses, some mature and some immature. How to gather a consensus on change among all employees requires culture and driven by values. Therefore, using organisational culture to unify ideas is particularly important. Unifying ideas is not only for employees who support change, but also for employees who do not understand or oppose change. It is necessary to unite all personnel and strive for change (Esther Cameron; Mike Green, 2012, p277). 

6.3 Change needs to be  gradual
Change is not overnight, Alibaba's current change is actually a natural outcome. Daniel Zhang mentioned that Alibaba's' 1+6+N 'organisational change this time is precisely due to the diversification of governance in the past few years, which has given Alibaba the confidence to take this historic step forward. In order to implement this organisational change, Daniel Zhang laid out diversified governance many years in advance and advocated for 'agile organisation' within the group (Michelle Chapman, 2023). 

7. Suggestions for Alibaba to Deepen Change and Maintain Stability

7.1 Ensure full autonomy of the six business group organisations. 
AI applications represented by ChatGPT have become the hottest topics in the global technology industry. In fact, the success of ChatGPT precisely proves that decentralised and flexible organisations are suitable for disruptive innovation. Although OpenAI, which developed ChatGPT, is affiliated with Microsoft, it essentially operates independently and enjoys enormous autonomy in technology and application research and development. If OpenAI were a department of Microsoft, subject to meticulous management and a culture of uniformity, then there might not be ChatGPT (Rotman David, 2023). Alibaba has just split its business group, and in its later development, it should learn from Microsoft's attitude towards OpenAI company.

7.2 Pay close attention to the changes in the middle platform. 
The middle platform is an internet term commonly used in large internet enterprises. It refers to building a flexible and fast architecture to respond to changes, quickly meet front-end requirements, avoid duplicate construction, and achieve the goal of improving work efficiency (Miklos Dietz; Hamza Khan, 2020). The organisational change of Alibaba this time has broken down the middle platform and been absorbed by the new business group organisations. It can be imagined that in the short term, the total cost of various business group organisations may increase due to the reduced sharing and reuse capabilities of the middle platform. Therefore, Alibaba should pay attention and, if necessary, allow business group organisations to share the original middle platform in the short term.

7.3 Always monitor customer satisfaction. 
Just as Alibaba's core value is 'customer first', the design and creation of change are driven by customers, and the ultimate goal of change is to attract more customer satisfaction. Never let 'everything related to customers' become' this related to new plans' after the change truly begins. The new organisation also needs to regularly discuss the needs of customers and stakeholders. Ultimately, customer satisfaction is achieved by continuously improving organisational performance (Reed Deshler, 2022). Maintaining this perspective will lead change in the right direction.
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