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CHAPTER ONE
INTRODUCTION
1.1 Background of the study

Organizational change and innovation is a phenomendhe period since earlier
time and there is no limit to the origin of it atlde forces currently driving
business to change are more powerful than in tis¢ [Basiness organizations
have faced change more extensive and more fundamentheir transforming
quality than any thing since the modern indussiatem.

One of such organizations, and, in fact, a basisiness partners for other
organization is the shipping line. Shipping hasdmee enormous and vibrant
activity providing the very life blood of an econgyAs a result, its demand has
been increasing and the competition among shippogpanies, equally,

becomes more intense than ever before (Beckha8$:183).

1.2 Background of the organization

Ethiopian Shipping Lines S.C. was established i8416%.C and launched its
service along the UK (North and west Europe rowthijch was then major
direction of the country’s import and export trade)the course of its innovation
the company has further expanded its service ttudiecthe Mediterranean,
Adriatic, Far East areas, Gulf regions and the Red in view of the growing

traffic movements on these routes (ESLSC’s maganilaech, 2005).

At present the company uses the port of Djiboutitasbase and has agency
networks in all its trading areas for assistingoplrs from Ethiopia or abroad in
arranging and consolidating their Shipments. b gisovides liner services to
specified ports on regular sailing schedules whick subject to necessary
inducement. Besides its former and current fle&l. & has made agreement on
slot charter agreement with a number of other shgppompanies such as Maersk
Sea Land, P&0O Ned Lloyed, APL, PIL, NYK, and Hyund8uch a global
practice has enabled ESLSC to give a weekly shiprservice and to show

growth. ESLSC operates a regular form of liner iserin the period since the



foundation of the company (Ethiopian Shipping Linestory of progress, Addis
Ababa, pp 3).

The researcher prefers this company for it is thekbone of the country’s
import-export economy and which is a tool to fadtem per capita income of the
nation. Industrialization would take place if antem the country is able to export
its products to the world market and import capt@althe nation. Since the
company has a significant contribution to the cogisteconomy, the government
as well as other concerned parties should payriicp&ar attention. It should be
given priority in its development plan and its orgational change activities

should be given serious attention to compete efiitty.

1.3 Statement of the problem

The major trade activity of the world, i.e. impamd export, depends mainly on
the existing safe, modern and fastest transpontatistem. The transportation
system, whether it is by sea, air or land or otbeplays vital role in economic

growth of ones’ country as it facilitates the mowsinof good\services from one
place to anther. However, among the various meénsasportation; shipping

services take the line share in import and expadet activates for at lest two
basic reasons: its carrying capacity and econommatire. Consequently, many
nations, if not all, strive to have a well organizeoordinating, developed and

secured fleet management system (ESLSC’s magaline, 2008).

The Ethiopian government has given prior concerrdonduct its international
trade through Ethiopian Shipping Lines S.C. Thigmpany transports the
country’s product to the world and also bring fgreproduct inside. These huge
activities are performed worldwide along with otlpartners. The company also
established good agency network worldwide. Nevéfisethe current complex
market situation in the shipping industry in geharad the increasing demand in
the company’s service(which resulted from the cotsmteconomic growth) in
particular put their challenge in Ethiopian Shigpibines S.C. not to fulfill its
customers’ need effectively and as required. Hemgg time for the company to



be efficient and there by competitive in order ibits supposed target(s). To
achieve this, the company ought to have a stroggrizational structure and
innovative management. This study, therefore, seeidentify the major gabs or
/and problems of the company associated with tlyarozational change and
innovation and hence to address those challengswes which hinder it to meet

customer needs.

1.4. Basic Questions
To address the above problem, the following quastigere raised:
1. What are the causes of human resistance to ehamdjto what extent the
employees participate in the change of developrmaetntities of ESLSC?
2. What are the strategies for change and innavatithe organization?
3. To what extent the trainings given by the conypeesults in changing
organizational and individual innovation?

4. How is the flexibility of top level managersmards changes and
differences?

1.5. Objectives of the study
1.5.1 General Objectives

The general objectives of this paper was to identie major problems of
the company & hence to address those challengsugs$s which hinder to
meet customer needs, by emphasizing the curremstnational change

that took place in response to the company’s matdetand.

1.5.2 Specific Objectives
The specific objectives of this study were-
e To identify the strategies for change and innovatimm the
organization.
* To asses the causes of human resistance to chadde what extent
the employees patrticipate in the change of devedopractivities of
ESLSC.



« To know flexibility of top level managers towardhanges and
differences.

* To identify the factors for failure in change pragr

* To assess the result of trainings given by the @mpn changing

organizational and individual developments.

1.6 Significance of the study

The research was made use of major data from E#mdphipping Lines Share

Company. The justification is that the benefitsonganizational innovation and

change are undeniable. But how they can changddsheustrictly identified.

The researcher believes that, the out come of ghjger was provides
additional information to organizations how they @void their weakness
in making and managing changes.

The findings of the study were also creates awes®io managers how far
the organization achieve in having organizationabvation programs and
change efforts and to involve employees in the ghgmocess.

This study was also expected to create an undelistanf each and every
component of external and internal forces for clearapnd respond
accordingly.

The finding of this study is believed to be sigrafnt in orienting
organizational innovation programs towards possiateas of actions
through its recommendation.

This study can serve as a basis for those who teamiake a detailed and
further study on changing and developing an orgdinm through its
recommendation and any business organization iergeand Ethiopian

Shipping Lines Share Company in particular.

1.7 Scope of the study

The study covered organizational change and inmmvait the shore level; it

didn’t include such study at a seagoing (vesseglle



1.8 Limitation of the study

Because of the time and financial constraints, lackl of experience in research
work, the paper was very narrow in scope in thdtdh’'t exhaustively dig out all
aspect of organizational change and innovatioreigsthe work place.

Another limitation of this study is that only headfice employees of the
company were considered as sample. It was difftoutollect data form seagoing

workers.

1.9 Research Design and M ethodology of the study
1.9.1 Research Design

Generally this research was descriptive type oéassh with primary and
secondary data source. The primary data was ceflagsing interview and
questionnaire. The secondary data was collected iinternet, book, reports
and brochures. The researcher used simple randapliag techniques to

identify the sample unit.

1.9.2 Population and sampling techniques

The analysis was based on a quantitative datarsatairom a randomly
selected sample group out of the population. Tothds, the current 657
employees were taken as a population and 74 (whiete 11%) were

including in the sample. From these sample grdabp, 70 employees
involved in filling out the questionnaire while erview was held with four
(4) senior management officers. Simple random sagplvas technique
employed to identify the sample group. This wasiewdd through, first,

giving everyone a three-digit number, starting wati, 002, 003, 004, and
S0 on, up to 657 then a list number constructed faradly, using simple

random sampling, particularly lottery method, themgle group was
identified.



The lists of sample numbers look like this:

555 081 561 399 192 185 123 045
236 551 646 220 237 004 613 073
260 223 367 001 321 652 475 108
366 558 091 664 221 111 334 216

The person corresponding to the above numbers seteeted as a sample from
the entire population. There was less bias ingbisction because everyone in the
total population had an equal chance of being deuin the sample. The
researcher has made no attempt to organize thdatigouinto different sections
or proportions. Respondents with the correspondingbers above were included
in the sample through, in a few cases; it was mssible to get the individuals
selected. And in such cases, individual marked Hgy next number from the
unreached were selected.

1.9.3 Types of data used
The research was carried out by using primary acdrgdary types of data.
The primary data was used for empirical investaatiwhile the secondary

data was used for theoretical discussion and tittrature review.

1.9.4 Methods of Data Collection

Primary data was collected through interview, goestire and direct
observation. The methodologies mainly employed warerview and

guestionnaire. In-depth in interview was made witlormants who had the
expertise in the relevant topics covered in the\stdll the interviews were
conducted by the principal investigator. With nebygo the question, it was
distributed to the randomly selected group with bedp of a friend who
works in the company. Secondary data was collefttad internet, books,

magazines, reports and brochures.



1.9.5 Methods of data analysis
The analysis was carried out using descriptive yamal In order to
organize the data, simple tabulation, elementatyssics techniques, such

as average and percentage are employed.

1.10 Organization of the study

This study was divided into four chapters. Thetfichapter contained back
ground of the study, statement of the problem,dasestions, and objectives of
the study, significance of the Study, scope of shely, research design and
methodology of the study.

The second chapter dealt with the theoretical framek and brief views of
different authors about change management and iaedeomal innovation was
stated.

The third chapter deals with data presentation,a dahalysis and data
interpretation. This chapter emphasized on theyarsapart of the study diagnoses
the data collected and tried to them to the changeagement and innovation

practice so as to provide sound conclusion anderesmlind recommendation.

The final chapter summed up all the points thateweised in the paper as
summary of the findings, draw conclusion and recemaation and bibliography
attached.



CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1 The concept and purpose of organizational change

Organizing is open system in constant interactiath vihe environment, so
organizations change continually. Most organizaiare faced with accelerating
change in both the external environment supra sysied internal organizational
subsystem that affect the managerial process &amtl Phillp; 2001:529).

One of the most important duties of manager issi@eimaking. The very nature
of decision implies a change from the current situatoward a desired future
state of being. Change is making thing differenislone of the facts of life in

organizational behavior. The repercussions andioaippn of change must be
well understood to be managed and controlled. treme case, poorly managed
change can completely wipe out the ability of temm@mber or department to
work effectively together. Improperly introduced aciges can also nurture

resentment and sabotage (Sudan and Naveen; 2004:29)

Any change in some way modifies the way thing aneednow. The more general
situation in which change is encountered is thatnoddifying previously
established behaviors to fit a new situation. WAatehe change situation, a
certain amount of resistance is bound to encourftbe ability of separate
individuals or groups to attain their own objectoan be blocked or hampered by
others. The process by which managers sense apdnceso the necessity for
change has been the focus of much research antcpltaattention in recent-
years. If managers were able to design perfecbgechnical organizations and if
the scientific, market and technical environmentrenstable and predictable,

there would be no pressure for change. But sunbtisase (Mishra; 2003:390).

2.2DRIVING FORCES OF CHANNGE

Organizations encounter many different forces fange. These force come from

external source which are outside the organizadimh internal forces which are



inside the organization. Awareness of these cap helnagers determine when
they should consider implementing an organizati@hainge (Kumar; 2003: 429-
433).

A.EXTERNAL FORCES

External forces for change originate outside thganization. Because these
forces have global effects, they may cause an ag@onal to question the

essence of what business it is in and the procgsghich product and services
are produced. They are four key forces:

* Customers: individual customers demand that they be treated
individually. They expect products that are confegl to their needs,
delivery schedules that match their manufacturitepm$ or work-hours,
and payment terms convenient for them. Customer waw do for
themselves what supplier used to do for them, mameaustomer’'s now
how easy access to enormous data. These factseinchropanies to
rearrange the say they are doing their businesatisfy customers.

» Competition: Today’s market is full of force competition. A cpany
needs to outperform competitors in order to sur¥he competition. If a
company can’'t stand shoulder to shoulder with th@ldis best in a
competitive category, it soon has no place toadtat all. Technology
changes the nature of competition in ways compathogst expect. It is
through the implementation of change that companm®vate and
survive in this competitive business environment.

 Change technology: The rapidity of technological change also
accelerating organization innovation, the pointthst not only have
product and services life cycles diminished, buhas the time to develop
new products or services and introducing them. YJooampanies must
move fast, by introducing and adopting the resoftmew technological
advancement.

» Political Pressures: Political event can create substantial changehim

case, the government concern for social and envieoal issues will



result in regulation and deregulations that mayiregalteration of the
usual practices of companies conducting their lassin
B.INTERNAL FORCES
Internal forces for change come from inside theanization. Internal force
for change comes from both human resource problants managerial
behavior.
 Human Resource Problem: Dissatisfaction is the symptom of an
under lying employee problem that should be adddesenusual or
high levels of absenteeism and turnover also repteforces for
change. Organization might respond to these prableynusing the
various approaches to job design, by implementiaglistic job
previews, by reducing employees role conflict, toen, and
ambiguity, by removing the different stressors ardpowerment.
Prospects for positive change stem from employe@cjation and
suggestions.
» Managerial Behavior: Excessive interpersonal conflict between
managers and their subordinates is a sign thatgeham needed.
Inappropriate leader behaviors such as inadequiaetidn or support

may result in human resource problems requiringngba

2.3 TYPES OF ORGANIZATIONAL CHANGES

There are four types of organizational change:

1. Change by exception: this type of change aiming at introducing chatme
one or some parts units of the organization. Intoony change in the
financial management of an organization can bexamele.

2. Incremental change: is an attempt to introduce change gradually in a
continuous manner to improve performance. Totalliguananagement
will represent this type of change.

3. Pendulum change: is forth and back approach to change to respond
seasonal changes. It is to make some temporarystatgat to

accommodate changes.
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4. Paradigm shift: is the most dynamic type change that transformes th
whole organization to a new state. Business ProRessgineering is this

type of change (Sudan and Naveen; 2004:29).

2.4 STEPSIN MANAGEING CHANGE
The first step in change process is to identifyrteed for change and the area of
change as to whether it is strategic change, psemesnted change or
employee-oriented change. This need for change bmandentified either
through internal factors or external forces thayrba in place. Once this need
is identified, the following general steps can &eeh to implement such change
(SudanA.S, Naveen Kumar; 2004: 33).
|. Develop New Goals and Objective
The managers must identify as to what aatcomes they wish to achieve.
This may be a modification of previous goals dueliange internal and
external environmental or it may be a new set @ligjand objectives.
[I. Select an Agent for change
The management must decide as to whb imtlate and oversea this
change. A manager may be assigned this duty or eutside specialists
and consultants can be brought in to suggest theusamethods to bring

in the change and monitor and change process.

[11.Diagnose the problem
It is important to gather all regarding theea or the problem where the
change is needed. This data should be critiGalglyzed to pinpoint the

key issuesThen the solutions can be focused on those kegsssu

IV.Select M ethodology
Because of the natural resistance to aahgs very important to chart out
a methodology for change which would be correct andeptable to all.

Member’s emotions must consideration when devisudh methodology.

11



V. Develop aplan
This step involves putting together anphs to what is to be done. For

example, if the company wants to develop anplement a flextime
policy, it must decide as to what type of workei$ e affected by it or
whether flextime should be given to all membersoaty designated

workers.

V1. Strategy for | mplementation of the Plan
In this stage, the management must deaid¢he “when”, “where”, and
“how” of the. This includes the right timing of ping the plan to work,
how the plan will be communicated to workers inesrdl have the least

resistance and how the implementation will be noed.

VI1I. Implementation of the Plan
Once the right timing and right channels ofmenunications have been

established, the plan  put into action. It mayitaghe form of simple
announcement or it may require briefing sessioria bouse seminars so as
to gain acceptance of all the members and spedladlse who are going to

be directly affected by the change.

VIII. Receive and Evaluate Feedback
Evaluation consists of comparing actual restdtthe set goals. Feedback
will confirm if the goal are being met so there drany deviation between

the actual performances out come corrective measurde taken.

2.5 RESISTANCE TO CHANGE

Inevitably, change will be resisted, at least tmsaextant by both individual and

organizations. Resistance to change is bafflingbge it can take so many forms.
Covert resistance may be manifested in strikesiaegroductivity, shoddy work,

even sabotage. Convert resistance may expressddclsased tardiness and
absenteeism, requests for transfers, resignatimss pf motivation. Lower morale

and higher accident or error rates. One of the rdareaging forms of resistance

is lack of participation in and commitment to prepd changes by employees,

12



even when they have opportunities to participatedé® A.S, Naveen Kumar;
2004: 36).

INDIVIDUALS RESISTANCE

Individuals at all organizational level are prowerésisting changePersonality,
perception, learning and motivation provide theidabaracteristics of individual
that make them inclined to resist change. The ¥ollg discussion summarizes

five of the main reasons individual resist to chang

SELECTIVE PERCEPTION: When changes are initiated, individual tend to
focus on how they will be personally affected ratle@n seeing the big future for
other organization. For example, assume a manageruaces that members of
his group will henceforth be paid on piecework eatan hourly basis. Irma, who
is fast and highly skilled, may eagerly embrace change as an opportunity to
increase her pay. Angelo, a new employee, may tgefor fear he will fall
behind the others. At other times, individuals magrceive that change is

incompatible with personal beliefs and values.

LACK OF INFORMATION: People will resist change if they lack knowledge
as to what is expected or why the change is impbridany people take the
attitude that “if it's not broken, don’t fix it.”flthe reasons for change are not
clearly presented, they tend to fill in the misspigces with speculation, which
often assumes the worst in terms of initiator ititers and personal impact. In
addition, if people don’t have enough informatidroat how to change, they may

fear making mistakes, so they will not try.

FEAR OF THE UNKNOWN: Individuals resist change when they are uncertain
about how it will affect their well-being. They atlemselves, for example: How
will downsize or web-based B2B marketing affects joly security? Other fears
include uncertainties about not knowing how to g®wr of not being able to
perform as well as before the change, losing mositincome, status, or power.
There is also the possibility that work will be desonvenient or more difficult,

and the potential of losing desirable social intgécas.

13



HABIT: Many people prefer familiar actions and events,neifethey are not
optimal. Have you ever tried to break a bad haket $moking, drinking too much
coffee, or not exercising? Breaking a habit isiclift because it takes hard work
and involves giving up perceived benefits from hlabit, even if the new behavior

has more desirable consequences.

RESENTMENT TOWARD THE INITIATOR: If a change seems arbitrary or
un reasonable, or its timing and manner of implaate lack concern for the

people expected to carry it out, resentment aneraage often directed toward
those initiating the change (Mishra; 2003: 403).

1. ORGANIZATIONS RESISTANCE

Organizations resist change for many of the sanasores individual do. In
addition, many organizational practices minimizekritaking; if process is
working satisfactory, they quite often won’t changeuntil they are forced to.
There are also many forces inside an organizatiahdreate resistance to changes
initiated by environmental conditions. Some of thain ones are summarized
below.

POWER MAINTENANCE: Change in decision-making authority and control of
resource allocations threaten the balance of poweprganizations. Units
benefiting from the change will endorse it but #hndgsing power will resist it,

which can often slow or prevent the process.

STRUCTURAL STABILTY: Organizations create hierarchies, subgroup and
procedures to promote order and guide behaviopl@avho “fit” these desired
behavioral criteria are hired and shaped to confdurther through the
socialization process and organizational conditigni These organizational
structures, rules and conditioning are designedeteelop consistent, predictable
behaviors. Such behaviors resist change.

FUNCTIONAL SUBOPTIMIZATION: Differences in functional orientation,

goals, and resource dependencies can cause clthagase seen as beneficial to

14



one functional unit to be perceived as threatenm@nother. Functional units
usually think of them selves first when evaluatpagential changes. They support
those that enhance their own welfare, but resestatice that reduce it or seem

inequitable.

ORGANIZATIONAL CULTURE: Organizational culture is established values,
norms, and expectations act to promote predictatdgs of thinking and
behaving. Organizational members will resist chartbat force them to abandon

established assumptions and approved ways of dioings.

GROUP NORMS: Most members conform to these norms, especially in
cohesive groups, consequently, any change thatpdssigroup norms, tasks, or
role relation ships will probably be resisted. Gyswalso suboptimize to ensure
their own self-interest often at the expense ofdhganization. This means that
groups will often resist changes that do not diydatnefit them individually.

EDUCATION AND COMMUNICATION: Help people learn before hand the
reasons for the change, how it will take from, avitht the likely consequences
will be. Even if the consequences of a change anerglly perceived as positive,
extensive communication is required to reduce aywamd ensure that people
under stand what is happening, what will be exgeofehem, and how they will

be supported in adapting to change.

PARTICIPATION AND INVOLVEMENT: Encourage those involved to help
design and implement the change in order to dratvtloeir idea and to foster
commitment. Participation increases understandemipance feeling of control,
reduce uncertainty, and promotes a feeling of osmprwhen change directly
affects people. It is difficult for people to rasthanges that they themselves have
helped bring about.

FACILITATION AND SUPPORT: Provide encouragement, support, training,
counseling and recourses to help those affectedhbychange adapt to new
requirements. By accepting people’s anxiety adilagie and helping them cope

15



with change, managers have a better chance of ngainespect and the

commitment to make it work.

NEGOTIATION AND AGREEMENT: Bargain to offer incentives in return for

agreement to change. This tactic is often necesshen dealing with powerful

resisters, like bargaining units. Sometime spedifings can be exchanged in

return for help in bringing about a change. Otheres, general perks can be

widely distributed to help make the change easterunhdertake (Mishra ;
2003:404).

2.6 PEOPLESEMOTIONAL PHASES OF CHANGE

Change in organization involves changing the atéfubehaviors’, value and

beliefs of the organization to members, becausel®mes are the human

capital that enables the organization to achieveljective .The four emotional

stages experienced throughout the change proaess ar

Denial stage: The first emotional stage experienced during chaisg
denial. Employees encountering a change initiatnight be saying to
them” | can't believe this is happening to us”ntésolved fears about
thechange initiative need to be addressed duringotiése.

Resistance stage: It is common for employees to begin to resist the
change initiative. During this phase, employeesnapt to slow down or
derail the Change initiative. You must be ablegotsesistance when it
occurs formulate sound strategies for over conting i

Exploration stage: If employees are unable to stop the change from
occurring, they begin to explore their new rolesttBindividual roles

as well the over all role of the group are spealficdefined in this
stage.

Commitment stage: The final state is commitment to change
initiative. Mutual commitment is established foretlthange effort.
Obstacles have been removed and the focus is ocessfal
implementation of the chang&umar; 2003: 435).
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2./REASON FOR FAILURE IN CHANGE PROGRAM

Even though organization attempting to change,atiosuccessfully carried out
the change, as a result they failed to achieveddsred out come. The most
common reason for frailer change program is:

Lack of commitment from thetop

Commitment from senior management is required é ¢thange program is to
succeed. People reveal their values through tletimrg not their employees infer
what is important from management’s behavior.

Change overload

Trying to do much at once is often obstacle becdngeg to accomplish too
many activities can create confusion. Helping thmug to on well defined steps
that carry them from one initiative to another wiiktill a sense of order and
confidence in the process.

Lack of incentivestied to changeinitiatives

Often change programs are initiated with changingiated with changing
incentive to reinforce the desired new behaviorari@e is expected, but the old
behavior is still being reward. The organizationsmpublicly recognize and
reward employees who change linking promotion aagl newards to the desired
behaviors. Reward that reinforces old methods ineigliminated.

Lack of proper training

Another cause of frailer is that too little attemtiis given to developing the skill
people require to make a new change work. The agaon must develop
experiential training that provides real time haod experience with new
processes and procedures.

Lack of communication

No communicating to employees when implementingngkaprograms is the
worst mistake a company can make. During time aedainty communication
voids are filled with rumors. Communication lowesess and anxiety. When
restructuring jobs or refocusing the organizatiadirection, it is very important to

clarify roles and how they support each other.
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L ack of a continuous monitoring of result

Change must be continually managed to yield sustlaresults. Measurement
provides a way to track progress. An effective meament system would be
specific, simple to understand, creative and ineddoth managers and employees
(Sudan and Naveen; 2004: 45).

2.8 THE CHANGE PROCESS

Most effective plans for managing change recogthaé achieving organizational
change is not a one step process; there are & sdrigocesses through which
those affected by the change must travel.

Three phase of planed change

* Unfreezing: Raising awareness that current conditions areaidfactory
and reducing resistance to desired change. Theegsoof unfreezing
makes the individual or organizations aware of ieeessity for change
and prepares them for such a change. The managemshpave the way
for the change by first “unfreezing the situatioad that members would
be willing the ready to accept the change. UnfregeZs the process of
breaking down the old attitudes and behaviors,otastand traditions so
that they start with a clean state.

* Moving: letting go old way of doing things and adoptingvnigehavior.
The second stage of the change process consisteaforating new
behaviors into organizational processes. Behavitd @leas that are
embedded in the corporate culture must be repld®edirecting people’s
attention is an essential part of change developrokskills to enable
people to do things differently is required. Tramimust be provided to
insure that employees understand their roles inimgakhange happen.
Employees must understand the dynamics of the ehprress and also
the functional requirements of the job.

* Refreezing: reinforcing the changes made to stabilize new wéy
behavior. Refreezing occurs when the new behawmoimes a normal
way of life. The new behavior must replace the behvacompletely for
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successful and permanent change to take place.rdingby, in order for
the new behavior to become permanent, it must bereously reinforced
so that this new acquired behavior does not ditimis extinguish. This
must be clearly understood that the change is rmteatime application
but a continuous process due to dynamism and evemnging
environment. Accordingly, the process of unfreeziolganging and
refreezing is a cyclical one and remains continlyomsaction (Curtis and
Phillip; 2001:540).

29 INNOVATION

Innovation is of the tools for organizational chandnnovation is new idea
applied to initiating or improving a product, se&iand process. Innovation is a
special case of planned change and learning thasforms current product,
service and market. Or dramatically creates amanthew market by introducing
radically new product or services line business.

Innovation is a section form of change that caritiger substianing or disruptive
innovation (Sudan and Naveen; 2004:513).

Sustaining innovations: are evolutionary with continues or periodic
improvement in product and services, and an ocoakitew product that provide
greater choice with in established market. substgimnnovations are almost
inevitably developed and introduced by leaders withn industry as they move
incrementally from generation to generation of pad

Disruptive Innovations: are revolutionary changes that create an entmely
market by providing a product or service that affeastomer new ways of doing
things, although at first may seem that the quasityagged or even less than

conventional alternately.

2.10 SOURCES OF INNOVATION
Sources of opportunity exist with in a company antiside a company.
1. Sources of opportunity exist within company/indystr
» Unexpected occurrences

* Incongruities

19



* Process need
* Industry and market change
2. Sources of opportunity exist outside a company
» Demographic change
» Changes in perception
* New knowledge
(Curtis and Phillip; 2001: 5)

2.11 INNOVTIVE CAPABLITIES

Three key capabilities to promote innovation asougces, processes and values.
Resour ces include both tangible assets such as people, eguif cash and
technologies and the intangibles such as bramatjoakhips with suppliers and
customers and information.

Process such as patterns of interaction, communication @exision making are
used to transform resources into product or seswi¢eralue.

Value is the standards by which employees set prioréresdecide issues such as
whether an idea for a new product is worth whileot, or whether a customer is

more or less important( Curtis and Phillip; 20087h

2.12 STRATEGITESTO STRENGTHEN INNOVATION CAPABILTIES
The three primary strategies:

» Create new capabilities by originating new struetuchange with
innovating new ventures and business with in exgstorganizational
boundary. These may be product development teagns basiness start-
up or even an incubator that provides venture diped and key services
to spawn dozes of new business. The new ventugEni@ations units
noted earlier personality this organizational syt

* Create capabilities by spinning off new ventureat tidon’'t fit the
company’s business model (which may be because inere of a
disruptive innovation), yet retain an equity inwvesht position both for

technology and earning infusion back to the parent.
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Create capabilities through acquiring companies lthge the capabilities
the company wants but to prevent the larger paoegdnization’s value
and processes from driving down entrepreneuril tagking enthusiasm
and focus business activity. It is better to alline fledging enterprise to
stand alone insolated from managerial tendencidatégrate it into the

mainstream process and value (Curtis and Philbp;12557).
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CHAPTER THREE
DATA ANALYSIS AND INTERPRETATION

This chapter contains two parts, namely the geneharacteristics of the
respondents and analysis of data which were celiettrough questioner and
interview. Out of the total 675 population of thganization 74 employees that is
11% of the total population was selected to filt the questionnaire and respond
on interview questions.

The questionnaires were distributed to 70 samplegl@yres. All selected sample
members were fill out and responded. Interview wasducted with 4 senior
management officers of the organization.

3.1 General Characteristics of the Respondents

The following table shows and analyses the geneharacteristics of the
respondents that were included in the study.

Tablel: Respondents by sex, age, educational baalognd and work

experience
ltem Alternatives Frequency Responses
No70
No %
Male 49| 70%
1.Sex Female 21| 30%
Total 70| 100%
2.Age Below 20 - -
21-30 27| 38%
31-60 42| 60%
Above 60 1 2%
Total 70| 100%
3.Level of Certificate & below 8 11%
education Diploma 20 29%
BA Degree 41 58%
MA Degree & other 1 2%
Total 70| 100%
4. Work 1-5 year 31 44%
Experience 6-10 year 4029%
11-15 year 1% 21%
16-20 year & above 1 4%
Total 70| 100%
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According to table 1, item1, 70percent of the resjgmts was male and 30percent
were female. This will lead to conclude majority Ethiopian shipping line S.C
employees are male. Therefore, there is high cdrat@n of male in the

organization.

From table 1, item2, it is clearly shown to reatthet 38% of the total populations
were youngster and below 30 years old. Majoritythef respondents 60% were
between the ranges of 31-60 years. The rest 2% amyee 60 year. This show
the majority of the employees are in their prodwetiand maturity age.

Accordingly there is no doubt on their responseasoaability as well as

relevancy to the study.

All most half of respondents are degree holderat it 58%, 29% are diploma
holder, 11% are certificate and only 2% MA hold@ansidering the degree and
diploma holder together they take totally the langenber of the respondents, this
indicates that most of the employees in the orgditiz are qualified work force.

So educated persons need change and they aresiatanee to change.

From tablel, item4, anybody can see that 44% ofdékpondent has less than 5
Years experience. 29% are between 6-10 years, 2d¥%etwveen 11-15 years and
rest 6% are between 16-20 years and above. Thigssimost the employees are
youngster and also less experienced. So youngsterlow resistance to change
than elders the company can be easily apply chhagause youngster and less
experienced employees need change.

3.2 Analysis of data concerning the employee’s respse on their
working environment.

This section deals with how employees evaluate vtloeking atmosphere in

Ethiopian shipping lines S.C. There are five iteotncerning the working

situation, of which four are “Yes” or “No” type arehch further investigates the

reason why they say so. Besides, there is an opgedequestion which seeks to

search for the general problems associated witbffiee building.
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Table 2: Employee’s response on their working envanment

Responses
ltem Yes No Total
No % No |[% No %

1. Are you interested with your

current position 30 43%| 40 57%| 70| 100%
2. Is your office layout well

organized 39 56% 31 | 44%| 70 100%
3. Is your office consisted with

relevant material 56 80%| 14| 20% 70 100%
4.1s your office structure 46 66% 24| 34%| 70 100%

suitable for  work
Source: primary data

Concerning with whether the employees are intedesith their current position,
43% said they are, while 57% said they aren’tslquiet possible to say that
majority of the employees in the organization hasimterest in their position
because 57% or more than half of the respondeidstisa we are not assigned
with our qualification and interest, ‘misplacemeniNot working in directly
related to one’s skills and knowledge. And thisoildowed by ‘no promotion’ or
‘closed ladder’ which had been claimed by the regpots. Therefore, employees
to be more productive they must be assigned wiglr tjualification and skill in

the appropriate place.

With regard to whether the office lay out is weljanized or not, the majority of
the respondent, which is 56% respondent say yesoalyd44% respondent say
no. The reason for having poorly organized offi@yolut seems that its
dependence on the departments; some departmertsarerowded while other
have problem of noise from outside the surroundasgwell as with in the

company.

Concerning with the office is consisted with reletvanaterial, 80% respondents
said yes, and only 20% said no. Generally, we caxclade from this the office is

consisted with relevant materials like computelepgkone, photocopy machine
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fax and internet this help the employees to perfoneir day today activates

easily.

With regard to the @ item, 66% responded affirmatively and 34% did so
negatively. From this we can concluded that thécefStructure is suitable for

work.

In responding to the over all problems the offiagilding has encountered,
respondents pointed out internal as well as extggr@blems. While the most
frequent, 34% associated with the size of roomsallsiess), the main external
problem linked up with noise pollution which atuited to the location of the

office, (near bus station in the main road).

3.3 Analysis of the Data Concerning the Organizatital

change and innovation
In this section of the study, data on organizaticcteange and innovation is
presented. There are two types of items: open-erahell closed-ended. The
closed-ended items are summarized in the followtaigle and followed by
analyses for each item. Having done that, the @peled items are presented and

analyzed.

Table 3: Employee’s response on the encouragemeavel

Frequency of

Item Alternatives response
No %
Your company encourages
change Strongly Agree 4 6%
Agree 12 17%
Disagree 32 46%
Strongly disagree 22 31%

Total 70 100%

Source: primary data

This data shows the encouragement level and irdiclsw encourages in the
change planning process.22(31%) of the respondgnisgly disagree on the
encouragement of the company on change and 32(46%p respondents also

disagree meaning a total of (77%) respondent seghtively and only (23 %)
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responded affirmatively. So from this we can codeluhat Ethiopian shipping

lines S.C, to be successful in the process of ahahgiust to be encouraged and
involve the potential resistors in the design amgplementation of the change,
because participation and clear communication abmtimportance of change
help to change the awareness of the potentialtoesis

Table 4: Employee’s response on organizational chge strategies were

formulated by the top managers

Frequency of

Item Alternatives response
No %
The top level manager hag
formulated Strongly Agree 1p 17%
organizational change Agree b6 80%
strategies Disagree 2 3%
Strongly disagree -
Total 70 100%

Source: primary data

Concerning the second table, “The top level marsageave formulated
organizational change”.68(97%) responded affirngdyiv of which 12(17%) of
the respondents claimed that they are “stronglgelgand the remaining 56(80%)
of the respondents state they “agree”. On the dq(&¥o) replied negatively that
they didn’t agree with the statement. Hence it asgible to conclude that the
organization change strategy has been formulatethdoyop level management.
However, for successful organizational change igeserally believed that the
lower and middle level workers should involve i forocess of change. And also
have smooth communication between the superiottendubordinate.

Table 5:Employee’s response on workers are recogmizhe importance of

organizational change

Frequency of

Item Alternatives response
No %

The workers of the
company recognize Strongly Agree 8 11%
the importance of Agree A7 39%
organizational change Disagree 35 50%

Strongly disagree -

Total 70 100%

Source: primary data
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With regard to whether the workers of the compastognize the importance of
organizational change, while 8(11%) agree strondl¥,(39%) responded that
they agree, half of the respondent 50% claimedafgtse”. From this we can infer
that Ethiopian shipping lines S.C doesn’'t commumicand participate all

employees to know the importance of change for roegdéional and individual

development.

Table 6: The top managers have effectively implemésd the change

Frequency of
Item Alternative response
No %
The top managers have
effectively Strongly Agree 16 23%
implemented the Agree 34 49%
change strategies Disagree 20 28%
Strongly disagree -
Total 70 100%

Source: primary data

Concerning the @ table, “The top managers have effectively impletedrthe
change strategies” 50(72%) responded affirmativaflywhich 16(23%) of the
respondents claimed that they “strongly agree” tiedremaining 34(49%) of the
respondent state they agree on the other 20(28ptipdenegatively that they
didn’t agree with the statement. Hence it is pdesib conclude that the top level
managers have effectively implemented the changeegies.

Table 7: Employee’s response on the level of resasice to bring new thing

Frequency of
ltem Alternative response
No %
There is high resistance
among Strongly Agree 20 29%
workers to bring Agree 4p 60%
new change Disagree 8 11%
Strongly disagree -
Total 70 100%

Source: primary data

With regard to whether the employee are resistémd®ing new change, while
20(29%) agreed strongly, 42(60%) responded that thgree”. Only 8(11%)
respondents claimed “disagree”. From this we canctlcale that all employees are

resist to bring new change due to lack of partigpaand involvement, habit,
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fear of unknown, lack of information and other @as Though the new ideas are
not totally different from the previous one, theaf the unknown which may also
disrupt or threaten existing norms of behavior Wwhseems to them a great loss
both for the company and the staff.

Even though the new process based structural setoglieved to bring a sound
change, the staff perceived changes unfavorably amdinterpretation.
Permutation is there due to the lack of trust. Beshthe greatest challenge it face
is employees’ failure to adjusting to indeed emimgaon-stop change in the
shipping industry and then structural set-up alsgehits own impact on the
materialization of the system.

Table7: The Company has under gone effective andfefient change

Frequency of
Item Alternative response
No |[%
The company has Strongly Agree 10 14%
under gone effective Agree 23 39%
and efficient change Disagree D7 47%
and innovation Strongly disagree -
Total 70 100%

Source: primary data

Concerning the above table, “The Company under gdfextive and efficient
change and innovation”, 14% respondents stronghgeag39% agree and 47%
respondents disagree. From this we can concludgdhé company doesn’t under
gone effective and efficient change and innovasinategies.

Table 8: Employee’s responses on the out come ofattge

Frequency of
Alternative response
No %
What do you say Strongly Agree | 1 16%
the out come of Agree A7 39%
change Disagree - -
Don't give any
response 32 45%
Total 70 55%

Source: primary data
With reared to the out come of change, 16% respurdaid strongly agree, 39%
agree and the rest 45% didn’t say any thing (dgivé any response) about the
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out come of change. From this we can generalizatl tthe employees of the

company doesn’t recognize the outcome that conoas fine change process.

In answering to the question regarding with thpetyf change the company
undergone so far to cope up with market challengpesimplementation of BPR,
which consisted of 60% of the total response, was most frequent answer.
Customer handling strategy put in the second raittk?d%o of the total response
and the rest put other reasons. It includes amgnpgeriodical meeting with its
customers, having a good hospitality and ease oészibility to the company
through its website. Another, less frequent angn@udes ‘salary increment’ and

‘training’.

The other question is linked with man power develept. According to the
respondents, Ethiopian shipping lines S.C hasddits employees both in local
as well as overseas instructions that offer both daademic and short-term
trainings. More over, the company organized diffiengorkshop and seminars in
which worker could up date themselves with lategébrimation. In addition to
this, the company offered internet access to itpleyees through net work

system.

The company has faced different competition frontenmational shipping
company in terms of quality, technology advancemertrgo caring, cost,
employee motivation, organizational system, ecowcowofi scale, world giant
carriers operating with many vessels and tradeesoaite advantageous in terms of

economic of scale.

The type of organizational change that the compapplied is total quality
management was applied before but now under takumjness Process Re-
engineering (BPR).It shows radical change in thec@ss of BPR. Arranging
operational and financial tasks on function bases dasy understand of
customers. Now, it is going to be changed into @sscbase and also the top

management always considers international shipmiagtices.

Forces to wards the company’s to change are toine@saa winner in competitive

world, governmental strategy, customer expectatioi@rnational computations,
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the market competitions and globalization, extetraits, aid opportunities forced
to see its current business practices and accepigels to stay competitively in
the industry. So the company tries to cope up midrkdmplementing different
systems. The company is forced to bring new chaiogés business to be

competence and attain its market share.

3.4 Interview analysis

According to the interviews made with four senimanagements, Ethiopian
shipping lines S.C was trying to implement the deprogram involving in the
change management process which needs specidiiaiteall the interviewee

said that

“The change is initiating employee development neathing. This goes along
with re-education and continuous re-learning. Hus tpurpose the company
establishes the training and man power developnd@nsion under Human

Resources Management and Administration Departnitsnbbjectives to develop
and acquire a continuous skill up grading of pemebnto produce trained
manpower not available at the market, to acquaimipleyees with new

technology, to assure proper handling of machireerg equipment and other
material to avoid wastage and accidents, to prepack develop managerial
personnel for job assignment. The division orgamized conducts various
training programs, seminar and workshops both umskoand outside its

premises.”

The company'’s training and man power developmensidn head said that
“Every year, about 20% of the employees get oppdtrés to be sent for training
and development. The company also covers 100%nuiée for employees who
pursue their studies through extenuation programisnauch effort were made to
make change in accordance with the existing plan,itbwas not possible to
accomplish these tasks precisely on schedule. Mareasons were to account for
this shortcoming.”

There was considerable shortage of trained manp@wesea going and the
company was making constant effort to improve tedgemance standard skills

of its employees and making changes.
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Considering the organizational change is most itgmbito the company or not all
the respondents said

“Yes, because the company is under internationaketaand to be competent
internationally the company must update itself widw technology, new system.
The basic change Ethiopian shipping lines S.C shauidergo in order to
measure up to the needs of the evolving marketaeogns either to create or

expand the range of its service, it is deliveringsently.”

To compute the existing market challenges all tagpondents said that “the
company has to be flexible, completive, customeus$ed; customers should be
involved in each problem solving strategy, trainio§ employees, always

evaluating daily activates.”

All the interviewee said that,

“The majority of employees of the company recognibe importance of
organization change. The challenges to bring changeesistance, i.e. individual
resistance and organizational resistance. Indivicesastance is fear of unknown,
habit, lack of participation and involvement, ore thther hand organizational
resistance which includes organizational culturpug norms and structural

stability.”

Interviewee said that
“The company under goes effective and efficientaargational change.” The out
comes of change are performance improvement, e&ftictustomer satisfaction,

cost saving, time saving.
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CHAPTER FOUR

SUMMARY, CONCLUSION AND RECOMMENDATION

In this section of the study, the over all findings of the analysis were summed up.

More over, the concluson was drawn from the summary. Finaly,

recommendation was forwarded based on the findings and there by related the

existing problems with the theoretical conception on the topic so as to suggest

possible solutions that address the problem.

4.1

Summary of Major Findings

Based on the data presentation, analysis and interpretation of the previous chapter,

the following summary of the findings on organizational change and innovation in

Ethiopia shipping lines S.C was presented.

More than half of the respondents or 70% of respondents were males,
majority of the respondents or 60% of the respondent’s aged range from
31-60 years.

The magority or 44% of the respondents were those who had work
experience lessthan 5 years.

The magjority or 89% of the respondents education was Diploma and
above.

Majority of the employees in the organization had no interest in their
position, because more than half of the respondents said that they were not
assigned with their quaification and interest, i.e. they were misplaced.
56% of the respondents said the office lay out was well organized, but
44% respondents said no because some departments were over crowded
while other had problem of noise from outside the surrounding as well as
with in the company.

Majority of the respondents said that the office is consisted with relevant
materials like computer, telephone, photocopy machine, fax and internet.
In responding to the over all problems the office building had encountered,
internal and external problems were put forwarded. Internal problems in
divided the size of rooms (smallness), external problem linked up with

noise pollution which attributed to the location of the office.
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77% respondents said the company didn't encourage change while only
23% responded affirmatively.

The organizational change strategy had formulated by the top level
management.

The workers of the company recognized the importance of organizational
change half of the respondents claimed disagree.

Totaly 89% respondents agreed that there was high resistance among
workers to bring new change. Change is often resisted at both the
individual and the organizational level. Resistance to change in Ethiopian
Shipping Lines SC was due to lack of
participation, fear of unknown, lack of information and involvement. This
was the problem faced in the change management.

Ethiopian shipping lines S.C had trained its eme&sy both in local as
well as overseas instructions that offer both &gdddemic and short-term
trainings. More over, the company organized diffierevorkshop and
seminars in which worker could up date themselveish watest
information.

Organizational change could be initiated deliberately by Managers, it
could evolve slowly with in a department, it could be imposed by specific
changes in policy or procedures, or it could arise through external
pleasures.

The company had faced different competitions from international market
in terms of quality, technology advancement, cargo caring capacity, cost,
organizational system.

The type of organizational change that the company applied was changing
the total quality management into Business Process Re-engineering.

Forces towards the company’s change were too remained as a winner in
competitive world, government strategy, customer expectation,
international computations, the market competitions and globalization.

To compute the existing market challenges the compaad to be

flexible, completive, customer focused; customérgud be involved in
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each problem solving strategy, training of empleyesways evaluating
daily activates.

4.2 Conclusion

Based on the findings, summary and literature reviews the following conclusions

are forwarded.

>
>

There is high concentration of male in the orgatiora

The majority of the employees are in their prodeetand maturity age.
Accordingly there is no doubt on their responsesaaability as well as
relevancy to the study.

The employees are youngster and also less expedeBo youngsters are
low resistance to change than elders the companybeaeasily apply
change because youngster and less experiencedyaeploeed change.
Employees to be more productive they must be asdignith their
qualification and skill in the appropriate place.

The office structure is suitable for work.

The main external problem linked up with noise piidin which attributed
to the location of the office, (near bus statiothe main road).
The company didn’t encourage change.

The organizational change strategy had been fotsulillay the top level
management.

Ethiopian shipping lines S.C didn't communicate apalticipate all
employees to know the importance of change for rargdional and
individual development.

All employees are resisting bringing new change daelack of
participation and involvement, habit, fear of unkmg lack of information
and other reasons. Though the new ideas are radlytdtfferent from the
previous one, they fear the unknown which may dalisoupt or threaten
existing norms of behavior which seems to themeatgloss both for the
company and the staff.

The employees of the company didn’t recognize titeame that comes

from the change process.
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» The company didn't under go effective and efficiecthange and
innovation strategies.

» The company has faced different competitions from international market
in terms of quality, technology advancement, cargo caring capacity, cost,
organizational system.

Generally to conclude what is done up to know, the most unchanging aspect of
organizational life is change itself. To survive and grow in a contemporary
society, an organization or a company must be highly adaptive. Change is a
universal aspect of all organizations in many senses over time as organizations
develop, their members come and go, their environment change, their product line
and custom sets evolve. As a consequence, every organization must conform the
challenge of continually recognizing it self.

While change can threaten the survival of an organization it also frequently offers
an unprecedented opportunity for development. Indeed some organizations seek
out rapidly changing markets to this very reason. To maximize the opportunity for
development and to reduce the treating effect of any change, organization need
change oriented managers, hence mangers would be aways interested in
organizational improvement and there would be always an opportunity to get
better. Managers continualy ask the question. How can these organizations be
more effective, more efficient and more satisfying place of work? Whenever the
on organization can identify difference between where it is and where it would

like to be on any dimension, it can engage in the process of planed change.

4.3 Recommendations

In view of the above conclusion, the following are suggested as possible,
recommendation for effective organizational change, a manager should consider
the environment both internal and external environment that forces of change and
how to minimize resistance of employee.
The Ethiopian Shipping Lines S.C, to make success possible in the process of
changes, should consider has prepared ways of coping up resistance to change
e Ethiopia Shipping Lines S.C in its vision mission- value should introduce
the over al out look of the new idea to its entire employee on a one day
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seminar. These programs have relieved ailmost all employees from their in
frustration on the new structure. This process continues to include
providing training in new skills in both technical training and management
development courses.

Ethiopian shipping lines S.C, to be successfulha process of change.
The top level managers should be encouraged aradvanthe potential
resistors in the design and implementation of trenge.

For successful organizational change it is geheiatlieved that the
lower and middle level workers should involve ir throcess of change.
Involving the potential resisters in some aspect of the design and
implementation of the change helps initiators (the management and
experts) to have al the information they needed to design and implement
the change.

. But to be effective and to change the awarenésiseoemployees must
be communicate and participate.

To compute the existing market challengtlsiopia Shipping Lines S.C
has to be flexible, completive, customer focusadst@mers should be
involved in each problem solving strategy, trainofgemployees, always
evaluating daily activates.

It must be able to monitor and activate change, assess its goals in the light
of change and alter its capabilities accordingly.

Managers should understand what necessitate change and the motivation
for change and they should balance.

The company should aware it employees about the out come of the

organizational change that is intended to implement.
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