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Introduction
Organisational change is an essential part of business because organisations must respond to changes in technology, customer expectations, competition, economic conditions and legislation. This assignment focuses on Haier and how the company responded to environmental pressures through changes in its management, organisational culture and capabilities. It examines Haier using PESTEL and SWOT analysis and applies change management models, including Lewin's three-stage model and the ADKAR model. The assignment also considers the relationship between environmental change, organisational capability, leadership and contemporary business issues.

1. [bookmark: _Toc242645293]Change
Burnes (2017) defines change as the process by which organisations or individuals move from a current state to a desired future state, often to a response to internal or external pressure.
Cummings and Worley (2015) describe change as “planned or unplanned alterations in the structure, technology, and/or people of an organisation.”
So, change is a necessary step in every organisation to keep up with technology, standards, politics, people’s needs.
The focus of this assignment will be on the Chinese factory Haier, how they led and implemented change.
1.1 [bookmark: _Toc242645294]PESTEL analysis
In today’s uncertain and complex environment, organisations are constantly being pressured to change.
Kotter (1996) argues that understanding such external forces is key to creating a compelling “sense of urgency” for change.
Haier’s external environment is shaped by strong political support for industrial upgrading, economic volatility, shifting consumers demands, rapid technology innovation, rising sustainability pressures, and complex legal compliance obligations.
Johnson (2017) argues that macro-environmental forces create “contextual discontinuities” that need cultural adaption and capability renewal.
The forces for change in the macro-environment are done using a PESTEL analysis looking at the:
· political forces that apply pressure on organisations such as reforms, public sector accountability or privatisation can require a change in culture and capability causing organisations to shift culture towards compliance, transparency and ethical leadership.
According to the research (Xinhua, 2024) in Haier’s company the political forces had pushed them towards a change in culture by highlighting the need for compliance, innovation and agility. The workers and leaders had to be very responsive to government’s needs and have the ability to develop technological, regulatory and supply chain resilience.
· Economic forces such as inflation, cost pressure and global competition require upskilling in productivity tools and financial management.
According to Johansson (2025) the economic forces that pushed Haier towards a new challenging phase was mainly wage inflation and cost of materials. The pressure on the cultural change was to manage to emphasis on cost-efficiency, continuous improvement and quality control then trying to invest in automation and digitalisation to offset rising labour cost. 
· Social forces with a close approach on diversity and inclusion, driving cultural change towards inclusivity, work-life balance and psychological safety.
In Haier’s company, looking at the social forces, there are massive workforce expectations, such as demand for better workplace conditions, job security, wellness and flexible working.
· Technological forces that push culture to innovation and agility requiring digital literacy, data capability and adaptability.
· Environmental forces promote eco-conscious culture and corporate responsibility, builds capability in sustainable practices and adaptability.
In Haier’s company the environmental forces focus on emissions, pollution control, energy efficiency and carbon reduction target. As in the impact on culture they should increase environmental awareness, ethical manufacturing, and sustainable practices become part of core values.
· Legal forces reinforce culture of accountability and risk management.
As of legal forces on Haier’s company, it is all focused-on labour rights, occupational health, environmental law and the culture should embed in ethics and legal awareness.
1.2 [bookmark: _Toc242645295]Swot analysis
According to Cameron and Green (2020) the swot analysis into the planning phase of change helps align internal strengths with external opportunities while mitigating resistance.
Looking at the political, economic, and social landscape helps explain why an organisation needs to adapt, but a SWOT analysis turns the camera inward. It bridges the gap between what is happening in the wider world and how a business is structured to handle it. As Cameron and Green (2020) point out, weaving a SWOT analysis into the early stages of change planning helps leaders play to their strengths, grab new opportunities, and stay ahead of external threats, all while keeping an eye on internal friction and employee resistance. For Haier, looking at these internal and external dynamics shows just how much effort went into reshaping their business model and corporate culture.
Internal Strengths and Weaknesses
Haier’s biggest internal advantage has always been its willingness to throw out traditional ways of working. Under long-time CEO Zhang Ruimin, the company scrapped rigid corporate hierarchies in favour of the Rendanheyi model. Instead of waiting for orders from executive suites, Haier wiped out middle management and split its workforce into thousands of small, self-governing teams called "micro-enterprises." These teams operate almost like internal startups that deal directly with customers and manage their own bottom lines. Combined with a strong reputation for product quality—which started with their famous 1985 quality overhaul—and heavy investment in R&D, Haier built a culture that can spot trends and launch new products rapidly.
However, running a business, this way isn't easy, and it comes with real internal challenges. Turning ordinary, wage-earning employees into risk-taking internal entrepreneurs creates a lot of cultural shock and friction, especially for former managers who suddenly lose their traditional authority. Moving away from selling simple household appliances to building complex, high-tech smart ecosystems also requires massive, non-stop spending on software, cloud networks, and factory automation. On top of that, Haier has had to navigate the tricky waters of cross-cultural acquisitions, like its $5.4 billion purchase of GE Appliances in 2016, where it had to figure out how to blend its fast-paced, entrepreneurial Chinese management style with a deeply rooted Western corporate structure.
External Opportunities and Threats
On the outside, the shift toward the Internet of Things (IoT) opened massive doors for Haier. Customers don't just want a quiet fridge anymore; they want connected home systems. Haier capitalized on this by creating platforms like COSMOPlat, where smart washing machines can directly connect with detergent brands and clothing suppliers to reorder supplies automatically. At the same time, growing global concern over climate change created a huge market for energy-efficient appliances, allowing Haier to attract eco-conscious buyers with green tech and low-energy cooling systems.
Yet, these opportunities come with serious risks. The appliance industry is notoriously brutal, with domestic and international rivals constantly copying new smart features and slashing prices to win market share. Global economic bumps—like inflation and spike-ups in raw material costs for things like copper, steel, and microchips, put immediate pressure on profit margins. Lastly, turning simple home appliances into connected, online devices open major cybersecurity headaches and forces Haier to navigate strict global data privacy regulations like the GDPR in Europe.
Strategic Synthesis
Putting all these pieces together makes it clear why managing change at Haier is an ongoing process rather than a one-off project. Their internal strengths—especially the agile, customer-focused Rendanheyi culture—give them the speed to jump on big market trends like smart, eco-friendly tech. But to survive external pressures like price wars and economic uncertainty, Haier constantly has to smooth over its internal weaknesses, particularly the employee stress and confusion that come with relentless restructuring. This is precisely why change models like Lewin’s Three-Stage process and ADKAR are so valuable: they help guide real people through the messy human side of big corporate changes.

2. [bookmark: _Toc242645296]Kurt Lewin’s three steps model
According to Burnes (2004) the first step of Kurt Lewin’s model is called unfreeze and it is all about realizations, people need to realize the need to change and why it is necessary. 
In Haier’s company the urge to change was defined by the fact that they went bankrupt and the faulty fridges kept coming back.
Second step called change or move, it is represented by the actual change but applied in a way that people realize and accept things can be done in a better way, they empathise and embrace the new concepts and ideas and let go old behaviours to solidify the new ones.
In Haier company the big change happened when the government assigned a new manager to take charge and his new management style with great focus on quality and developing new products for the customers.
The third step, called refreeze, is represented by embedding the change, making sure everything goes as planned and results are the desired ones.
When Haier’s employees understood what they were doing wrong, and accepted the change, and seeing the results, they applied this new learnt behaviour for their success and company’s success.
According to Jinga and Oumer Hassen (2025) another known change model is ADKAR.  This model is explained in five steps. First step is awareness, like in Lewin’s model, first step, unfreeze, is the moment of realising the need for a change, the awakening moment when people look around and see things exactly the way they are. Second step is the desire, and this is mostly part of the managers and leaders to guide the people in the right way and implement the desire of doing things better for themselves and the company.
Then, the following step is represented by knowledge, does the company possess all the knowledge needed to take a big step or there is need for more information, research, training. Now the ability step, are people able to perform or they need more training and support, maybe coaching and mentoring is a great idea during this step. And the final step is reinforcement, when change is applied in safe circumstances after all the above checks have been done and everything was put in place.
3. [bookmark: _Toc242645297]Environmental change and organisational capability 
Environmental change is something that every organisation must deal with. Customer expectations, technology, competition, economic conditions, legislation and environmental issues are constantly changing, meaning that businesses cannot simply continue doing things in the same way and expect to remain successful. Organisational capability refers to an organisation's ability to use its people, knowledge, resources and processes effectively to achieve its objectives and respond to change. Therefore, there is a strong relationship between environmental change and organisational capability. When the external environment changes, an organisation may need to change the way it operates, and the organisation's existing capabilities will determine how successfully it can respond.
One useful way of understanding this relationship is through the concept of dynamic capabilities. Teece et al. (1997) argue that organisations need to be able to integrate, build and reconfigure their internal and external resources when the environment changes. In simple terms, having good resources is not always enough. An organisation also needs to know when those resources are no longer suitable and be willing to change them. For example, a business may have experienced employees, successful products and well-established procedures, but these strengths can become weaknesses if customer behaviour or technology changes and the organisation refuses to adapt.

This is particularly important in today's business environment because change can happen very quickly. Technology is a good example. The growth of online shopping has changed the way customers search for products, compare prices and make purchases. A traditional retailer that only depends on customers visiting a physical shop may find it increasingly difficult to compete. On the other hand, a retailer that develops an online presence, improves its digital communication and trains employees to work with new systems can turn the same environmental change into an opportunity. This shows that environmental change does not automatically lead to failure. What matters is how capable the organisation is at recognising the change and responding to it.
Teece et al. (1997) make an important distinction between ordinary capabilities and dynamic capabilities. Ordinary capabilities allow an organisation to carry out its current activities effectively, while dynamic capabilities allow it to change and improve those activities when circumstances change. This distinction is important because an organisation can be too comfortable with what already works. A successful process can become a routine, and routines can make people resistant to change. Therefore, a capability that was previously a competitive advantage can eventually become a limitation if the organisation is unable to adapt.
Environmental change can also create opportunities for learning and innovation. Berkhout (2012) argues that organisations need to understand and interpret environmental changes before they can respond effectively. This means that managers cannot simply wait for a problem to appear. They need to pay attention to what is happening outside the organisation, listen to customers and employees and consider how future changes might affect the business. This is where organisational learning becomes important. An organisation that encourages employees to share ideas and learn from mistakes is likely to be more prepared for change than an organisation where employees are expected to follow instructions without questioning existing practices.
Knowledge is another important part of organisational capability. Employees often have valuable knowledge based on their own experience, but this knowledge does not automatically benefit the whole organisation. For example, an experienced sales employee may understand which products customers prefer, which colours are becoming popular or what complaints customers regularly make. If management listens to this employee and shares the information with the rest of the business, the organisation can use this knowledge to improve its products and services. However, if employees are never asked for their opinions, this knowledge remains at an individual level, and the organisation loses a valuable opportunity to improve.
Busch (2011) similarly highlights the importance of knowledge, flexibility and strategic integration when organisations are responding to environmental disruption. This suggests that organisational capability is not simply about having enough money, employees or technology. It is also about knowing how to combine these resources and use them effectively. For example, a company might have access to new technology, but if employees are not trained to use it or management does not understand its potential, the technology itself will not create much value.
The relationship between environmental change and organisational capability can also be seen through creativity and innovation. When the environment changes, organisations often need new ideas to solve new problems. Creativity allows employees to think of different solutions, while innovation involves putting appropriate ideas into practice. However, creativity and innovation need to be supported by the organisation. Employees are unlikely to suggest new ideas if management does not listen to them or if mistakes are always criticised. Therefore, organisational culture can either strengthen or weaken an organisation's ability to respond to environmental change.
Haier provides a useful example of how changes in organisational capability can support business transformation. The company was originally focused mainly on manufacturing refrigerators, but changes in its management approach encouraged greater employee responsibility, entrepreneurship and innovation. Rather than simply improving the existing way of working, Haier changed aspects of its organisational structure and culture. This helped the organisation become more flexible and expand into other areas of household appliances. The example shows that responding to environmental change sometimes requires much more than changing a product. The organisation itself may need to change.
The student's workplace provides a smaller and more personal example. Working in a men's suit shop, employees have direct contact with customers every day and therefore have a good understanding of customer preferences. They can see which styles sell well, what customers are asking for and which products may need improvement. The employees also use creativity when putting together different colours, shirts, jackets and accessories to meet individual customer needs. This represents an organisational capability because the employees' experience contributes to customer satisfaction and sales.
However, there is a limitation in this example. Although employees have useful knowledge and experience, they are not regularly involved in decision-making or asked for ideas about how the business could improve. The organisation therefore has potentially valuable capabilities that are not being fully used. This demonstrates that simply having skilled and experienced employees does not guarantee organisational adaptability. Management needs to create an environment where employees can share their knowledge and contribute to change.
Another important point is that not every organisation responds to environmental change in the same way. Large organisations may have more financial resources, technology and specialist employees, but they can also be slower to change because of bureaucracy and complicated decision-making processes. Smaller businesses may have fewer resources but can sometimes react faster because there are fewer levels of management. Therefore, organisational capability depends on the specific organisation and the type of environmental change it is facing.
The most successful organisations are therefore unlikely to be those that simply have the most resources. Instead, they are organisations that can learn, adapt, share knowledge, encourage creativity and change their processes when necessary. Teece et al. (1997) demonstrate the importance of dynamic capabilities, while Berkhout (2012) and Busch (2011) highlight the importance of learning, flexibility and knowledge when responding to environmental change. The examples of Haier and the student's workplace also demonstrate that organisational culture and employee involvement can have a major influence on whether an organisation is able to turn environmental change into an opportunity rather than allowing it to become a threat.
4. [bookmark: _Toc242645298]Leadership and change management

Organisational change is unavoidable because businesses constantly face changes in technology, customer expectations, competition, economic conditions and legislation. Change can be positive because it can create opportunities for growth and improvement, but it can also create uncertainty and resistance among employees. Therefore, successful change depends not only on having a good plan but also on how well leaders communicate the change and involve employees in the process.
One of the most recognised models of change is Lewin's three-stage model, which consists of unfreezing, changing and refreezing. The first stage, unfreezing, involves preparing employees for change by explaining why it is necessary. The second stage is introducing the new way of working, while the final stage involves making the new behaviour part of normal working practices. Burnes (2004) explains that Lewin's approach is more complex than the simple three-stage model often presented, but the model remains useful for understanding how employees move from familiar ways of working towards new ones.
An example would be a business introducing a new computer system. Employees who have used the same system for years may not immediately welcome the new one. Management needs to explain why the change is necessary, provide training and allow employees time to become comfortable with it. If management simply tells employees to use the new system without preparation, resistance is likely to increase.
However, Lewin's model has limitations. Modern organisations often experience continuous change, meaning there may be no opportunity to reach a permanent "refrozen" state. Technology and customer expectations can change again before employees have fully adjusted to the previous change. Therefore, Lewin's model is useful as a general framework but should not be treated as a strict sequence that every organisation must follow.
Leadership is particularly important during change because employees need direction, communication and support. Kotter (1995) argues that many organisational change programmes fail because leaders do not create enough urgency, communicate the vision effectively or involve enough people in the process. Leaders therefore need to explain why change is necessary and show employees how it can benefit both the organisation and them.
For example, if a retail company wants to introduce online sales, a manager should not simply tell employees that their working methods are changing. Employees should understand why customers are increasingly shopping online, receive training on the new system and have the chance to ask questions. This makes employees more likely to support the change rather than seeing it as a threat.
Another important issue is employee resistance. Resistance should not always be viewed as a negative reaction. Employees may resist because they are worried about losing their jobs, do not understand the reason for change or believe that the proposed solution will create problems. Oreg et al. (2011) found that employee reactions to organisational change are influenced by individual characteristics, the organisational context and the way the change is implemented.
This is particularly relevant to the student's workplace. Employees work directly with customers and therefore have valuable knowledge about customer preferences and problems. However, they are rarely asked for their opinions or involved in decision-making. If management introduced a major change without consulting employees, resistance could occur because employees may feel that their experience is being ignored. A more participative leadership style, where employees are asked for ideas and involved in decisions, could make change easier to accept.
The example also demonstrates the difference between managing change and leading change. Managers are responsible for planning, organising and controlling the practical side of change, while leaders need to motivate people and create a clear direction. Both are important. A new system may be perfectly planned, but if employees do not understand or support it, the change may still fail.
Lewin's model provides a useful way of understanding the process of moving from old behaviours to new ones, while Kotter (1995) highlights the importance of strong leadership and communication. The research of Oreg et al. (2011) also shows that employees can react differently depending on how change is presented and managed.
Therefore, effective leadership is one of the most important factors in successful change management. Leaders need to communicate clearly, listen to employees, provide training and involve people in the process wherever possible. The example of the student's workplace shows that employees can have valuable knowledge, but this capability is wasted if leaders do not give them an opportunity to contribute. Successful change is therefore not simply about changing systems or procedures; it is about bringing people with the organisation through the change.


5. [bookmark: _Toc242645299]Contemporary Issues and Their Impact on Business Management

Businesses today operate in an environment that is constantly changing. Technology, artificial intelligence (AI), sustainability, economic uncertainty and changing customer expectations are some of the main contemporary issues affecting business management. Managers need to understand these changes and adapt their strategies, employees and operations to remain competitive.
One major issue is digital transformation and artificial intelligence. AI can improve productivity, customer service and decision-making, but it can also create concerns about job security, data privacy and the need for new employee skills. Brynjolfsson and McAfee (2014) argue that digital technologies are transforming the way organisations operate and compete. For example, a retail business can use AI to analyse customer purchasing patterns and recommend products, but employees may need additional training to work effectively with these technologies.
Another important issue is sustainability and climate change. Customers, governments and investors increasingly expect businesses to reduce their environmental impact. This means managers need to consider sustainability when making decisions about production, transportation, energy use and sourcing. Busch (2011) argues that organisations need capabilities that allow them to adapt to environmental disruptions. For example, a clothing business could reduce its environmental impact by using more sustainable materials and reducing unnecessary packaging. This can increase costs initially but may improve the company's reputation and meet changing customer expectations.
Economic uncertainty is another challenge for managers. Inflation, changing interest rates and increases in operating costs can affect business profitability and customer spending. Managers therefore need to control costs while still maintaining quality and employee motivation. For example, a suit retailer facing higher supplier and energy costs may need to review pricing, stock levels and purchasing decisions without reducing the quality customers expect.
Finally, changing employee expectations are influencing how businesses are managed. Employees increasingly value flexibility, development opportunities, wellbeing and involvement in decision-making. If managers ignore these expectations, organisations may experience lower motivation and higher staff turnover. Edmondson (1999) highlights the importance of psychological safety, where employees feel able to communicate ideas and concerns without fear of negative consequences. For example, managers who encourage employees to suggest improvements can create a more positive workplace and benefit from employees' practical knowledge.

[bookmark: _Toc242645300]Conclusion
In conclusion, Haier demonstrates that successful organisational change requires more than simply changing products or processes. The company needed to recognise environmental pressures, develop new capabilities and change its management culture. Lewin's and ADKAR's models show the importance of preparing employees, supporting them through change and reinforcing new behaviours. Effective leadership, employee involvement, innovation and adaptability are therefore essential for organisations such as Haier to respond successfully to continuous environmental and business change.
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