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Abstract  
 
This study investigates what culturally related responsibilities leaders in innovative 
SMEs have when preparing employees prior to M&As in order to mitigate drawbacks 
due to culturally related discrepancies. The findings of this study especially confirm 
previous studies on culturally related difficulties in change management by emphasising 
the significant meaning of evaluating soft factors prior to change.  
  
The study was conducted by examining an innovative SME in the telecom industry that 
during 2009 embarked upon a major amendment of business by restructuring the 
company set up and relocate its headquarters to Singapore. The analysis is based on 
both existent studies in the field of organisational culture and change management, as 
well as on material obtained from qualitative research. This research consisted primarily 
of unstructured interviews and active participation is various company events and 
initiatives.  
 
The subject is of great importance as M&As are an increasingly common feature of 
innovative companies' strategies in order to gain access to important knowledge and 
technologies. However, a great number of these initiatives fail, usually due to leaders 
inability to evaluate future prospects in relation to soft factors. The findings provide an 
in depth understanding of leaders significance prior to, and during change, in order to 
create cultural stability and predictability as a means of mitigating employee anxiety 
and ultimately reluctance to change. 
 
 
 
 
 
 
Key-words 
Organisational Culture, Change Management, M&As, Leadership, Communication, 
Soft Factors 
  



 

 

 
 

 Examensarbete INDEK 2013:126  
 

Organisational Culture in Innovative 
Small to Medium Sized Enterprises 

(SMEs)  
 

   
  Sara Rasmussen 

 

Godkänt 

2013-06-12 

Examinator 

Marianne Ekman Rising 

Handledare 

Monica Lindgren 
 Uppdragsgivare 

N/A 
Kontaktperson 

N/A 

 
Sammanfattning 
 
Denna studie undersöker ledares kulturella ansvar i innovativa, små till medelstora 
företag vid förberedelse av anställda i och med sammanslagningar och förvärv. Detta i 
syfte att förmildra nackdelar relaterade till kulturella avvikelser. Resultatet av denna 
studie bekräftar speciellt tidigare studier gällande kulturellt relaterade svårigheter i 
förändringsarbete genom att betona den stora betydelsen av att utvärdera mjuka faktorer 
i och med sammanslagningar och förvärv. 
 
Studien utfördes genom att undersöka ett innovativt, litet till medelstort företag i 
telekombranschen. Företag inledde under 2009 en omfattande förändring av 
verksamheten genom intern omstrukturering och förflyttning av huvudkontoret till 
Singapore. Analysen är baserad på existerande studier inom organisationskultur och 
förändringsarbete, samt på material som erhållits från kvalitativ forskning. Denna 
forskning utgjordes främst av ostrukturerade intervjuer och aktivt deltagande i olika 
företagsevenemang och initiativ.  
 
Ämnet är av stor betydelse då sammanslagningar och förvärv blivit ett allt vanligare 
inslag i innovativa organisationers företagsstrategier. Detta i syfte att få tillgång till 
viktig kunskap och teknik. Dock misslyckas ett stort antal av dessa initiativ, oftast på 
grund av ledares oförmåga att bedöma framtidsutsikterna i förhållande till mjuka 
faktorer. Resultaten ger en fördjupad förståelse av ledares betydelse före och under 
förändring i syfte att skapa kulturell stabilitet och förutsägbarhet. Detta för att vidare 
minska risken för ångest och därav ovilja hos anställda att genomgå förändring.  
 
 

 
 
Nyckelord 
Organisationskultur, Förändringsarbete, Sammanslagningar och förvärv, Ledarskap, 
Kommunikation, Mjuka faktorer 
  



 

Contents  
 

Introduction 1	  
Collaborating Firm: Acknowledgements 2	  
Purpose and Research Question 2	  
Delimitations 3	  

Theoretical Background 4	  
Organisational Culture 4	  

Definition of Organisational Culture 5	  
Building Blocks of Organisational Culture 7	  
Cultures and Subcultures 9	  
The Meaning of Culture Within an Organisation 12	  
Strong Versus Effective Organisational Culture 13	  
The meaning of leadership in development of organisational culture 14	  
The role of leadership in the mature organisation 17	  

Change Management 18	  
The Significance and Implications of Change 18	  
Evaluation of Change Readiness 19	  
Implementing Planned Organisational Change 19	  
Leadership and Culture in M&As 21	  

Research Methodology 24	  
Selection of Study Object 25	  
Choice of Method 25	  
Data Collection 26	  
Data Analysis 28	  
Methodology Credibility 28	  
Limitations 29	  

Case Study Results 31	  
The Case Company 31	  
Contextual Background 32	  

Analysis 39	  
Summary of Research Question and Objectives 39	  
The Implications of Understanding Cultural Dynamics 40	  
The Meaning of Cultural Structural Stability 41	  
The Significance of Leader Presence and Consistent Leadership 43	  
The Significance of Creating Subculture Alignment Prior to Upcoming change 44	  
Critical Factors when Planning and Implementing Change Programmes 45	  
The Importance of Evaluating Cultural Company Fit when Engaging in M&As 48	  

Conclusion 51	  
Contributions to Previous Literature 54	  
Recommendations for Future Research 54	  

References 55	  
Appendix 1 – Preliminary study of the case company 58	  

 



 1 

Introduction 
 
For innovative, small to medium sized enterprises (SMEs), growing either organically 
or inorganically is often a prerequisite in order to maintain or strengthen the position 
in the marketplace (Schein, 1997; Armenakis et al. 2012). Armenakis et al. (2012) 
further highlight the significance of change management, as an increasing concern for 
companies at this time is the struggle to cope with technological advances, 
globalisation, denationalisation and deregulation. In particular, merger and 
acquisitions (M&As) have become an important initiative in the adaption to the 
intensifying competition, as it enables the obtaining of desirable technologies, 
products, distribution channels and market positions in a relatively efficient manner 
(Armenakis et al., 2012; Schweizer, 2005).  
 
However, according to Gates and Very (2003) as well as Grundström et al. (2011), 
M&A initiatives generally tend to constitute a challenging task for managers in the 
acquiring company. In addition, previous research has shown that only about 30 % of 
all change programmes succeed to fulfil their intended outcomes (Bessant and 
Haywood, 1985; Crosby, 1979; and Hammer and Champy, 1993). Consequently, 
change management is indicated to be a challenging task for leaders who aim to 
maintain or enhance organisational success. 
 
According to Alvesson (2002) and Kunda and Van Maanen (1989), cultural dynamics 
influence the way people think, feel and act. In addition, organisational culture is 
significant as it gives employees motivation and meaning, controls decision-making 
and resource allocation processes and facilitates communication. However, according 
to Lies (2012) and Alvesson (1989), change initiatives have – for a long period of 
time – been evaluated and implemented with a main focus on hard factors such as 
financial data and market opportunities. At the same time,  soft factors such as 
cultural dynamics, values and people’s general need of cognitive and environmental 
stability have been neglected in the evaluation of company fit and employee readiness 
for change. Schein (2010) further stresses that it is this neglect of the impact of soft 
factors, which is the main reason for the high failure rate of change initiatives.  
 
Moreover, according to Bass (1995), Burns (1978) and Hughes et al. (2009), one of 
leaders’ prime tasks is to bring about change in order to maintain and enhance the 
success of the organisation. However, due to the aforementioned predicaments in 
regards to impeding change, the focus of this study will be on soft factors and their 
impact on employees’ general perception of change, and how this knowledge can be 
utilised by leaders to bring about suitable actions when preparing employees for 
upcoming change. That is, the implications for managers to realise the power of 
cultural dynamics in order to reduce the overall reluctance to change among 
employees. In particular, this cultural dynamic will be investigated to further 
recognise the impact on soft factors when engaging in M&As. 
 
The assumption of this study is that a greater awareness of the dynamics and power of 
organisational culture and its impact on people’s behaviour will help leaders evaluate 
employee readiness to change. It envisages further to help leaders take the appropriate 
precautions to mitigate employee reluctance to change and to also reduce negative 
consequences related to cultural nature. 
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Purpose and Research Question 
 
The purpose of this study is to evaluate how the understanding of cultural dynamics 
can be key for leaders to manage employee attitudes towards change in an innovative 
SME. That is, to investigate how cultural aspects affect employee behaviour, and how 
management can work with different dimensions of organisational dynamics as tools 
to better communicate change. The implications of culture will further be studied in 
relation to the evaluation of company fit when engaging in M&As, especially, to 
avoid clashes due to cultural discrepancies. To accomplish this purpose, the following 
research question will be addressed: 
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What culturally related responsibilities do leaders in innovative SMEs have when 
preparing employees prior to M&As and how can they reduce employees’ overall 
reluctance to change? 
 
This main research question further stem into three interlinked sub questions:  
 

 What impact do cultural aspects have on people’s general perception to 
imposed change and what is the meaning of understanding this dynamic?  

 
 How should leaders mediate impending change to employees in order to 

reduce overall reluctance to this change? 
 

 What is the significance of evaluating company fit in terms of organisational 
culture and subcultures prior to M&As?  

 

Delimitations 
 
The main aim of this report is to study how cultural dynamics tend to affect 
employees’ overall opinion about change, as well as the significance of considering 
cultural discrepancies prior to upcoming change, and specifically, M&As. 
Nevertheless, it is not assumed that cultural dynamics is the only, or main reason, for 
emerging shortcomings when engaging in change programs. In the same way, when 
evaluating a company fit prior to M&As, leaders are not advised to bring about such 
an evaluation solely based on cultural fit. Instead, it is argued that financial strength, 
market position and management strength and other concrete aspects pertaining to the 
wellbeing of the acquired or merged company, are basic elements, crucial to 
investigate and assess at a first stage.  However, cultural aspects are often neglected 
when evaluating company fit, although it is proven to have a significant impact on 
foreseen prospective benefits. 
 
In the same way, it is clear that people’s general reluctance to change is due to a 
combination of various underlying factors. Nevertheless, after the case study had been 
conducted at Indigo, culture was found to be an important aspect in terms of emerging 
drawbacks during imposed change. Because, the management team of Indigo 
experienced unforeseen problems during the implementation of a planned change 
program in year 2009, mainly due to a misinterpretation of the cultural and personal 
aspects of the business alteration. In addition, Schein (2010) argues that leaders 
always manage culture in one way or the other. Consequently, it was concluded that 
the dynamics of culture and the impact it might have on people and their actions are 
of great interest for leaders when imposing change. 
 
Due to the time restriction of this research, only one case company, and a singular 
event, was chosen for this study. Although, to further increase the reliability of the 
study, a comparable company facing similar drawbacks during a change program 
would have been desirable to investigate further. In addition, the particular event is in 
this research is studied from a management point of view, as culture is perceived an 
element that can, at least partly, be managed by leaders, as long as they use 
appropriate tools to communicate their intended message.   
  



 4 

Theoretical Background 
 
The purpose of this section is to review relevant literature and to thereby create a 
foundation for the empirical research and the final analysis of this study. First of all, 
organisational culture and subculture is examined to get an overview of what creates 
corporate culture, the purpose of possessing a sound organisational culture and to 
ultimately realise the meaning and power of company culture. Secondly, change 
management will be examined as the other main cornerstone of this analysis in order 
to understand the challenges related to change programs in general, and how to 
prevent prospective drawbacks stemming from various types of change. Concurrently, 
when examining the concepts of company culture and change management, both 
leadership and communication will be further investigated in relation to the two major 
cornerstones. These are in fact important aspects to consider when shaping and 
establishing company culture, and are imperative elements when managing and 
monitoring change due to M&As etc.  
 

Organisational Culture 
 
According to Alvesson (2002), organisational culture is one of the major issues in 
management practise, due to its central role in all aspects of organisational life. The 
way people in a company think, feel and act will always be affected by ideas, 
meanings and beliefs of a cultural nature. Alvesson (2002) explains the significance 
of culture as follows:  
 

“Senior organizational members are always, in one way or another, ‘managing 
culture’ – underscoring what is important and what is less so and framing how the 

corporate world should be understood.” (Alvesson, 2002, p. 9) 
 
Further, Alvesson stresses the meaning of company culture in terms of company 
functioning and growth:   
 

“Culture is thus highly significant for how companies and other organizations 
function; from strategic change, to everyday leadership and how managers and 
employees relate to and interact with customers as well as to how knowledge is 

created, shared, maintained and utilized.”  (Alvesson, 2002, p. 10) 
 
Both Alvesson (2002) and Schein (2010) highlight that organisational culture is a 
complicated subject that will not, no matter what, serve as a magic solution to solve 
any problem a company might encounter., They agree on the fact that organisational 
culture needs to be understood in order to lead to insightful interpretations of 
organisations, management and working life. The notion of culture might seem 
somewhat abstract at first glance. However, according to Schein (2010), it is a 
powerful concept, crucial to understand and be aware of. Not only in order to realise 
the underlying meaning, but most importantly, not to become a victim to the cultural 
forces that are created in social and organisational situations. He explains it as 
follows;  
 

“Cultural forces are powerful because they operate outside of our awareness. We 
need to understand them not only because of their power but also because they help to 
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explain many of our puzzling and frustrating experiences in social and organizational 
life. Most importantly, understanding cultural forces enables us to understand 

ourselves better.” (Schein, 2010, p. 7) 
 
The concept of culture helps explain situations that arise in our daily life, at work, at 
home or in public. It explains phenomena such as why different organisations dealing 
with in essence the same thing can appear so different, why groups of various 
occupations can seem so far apart and why people that are supposed to get along due 
to the nature of their work still do not in real life. Cultural differences are the main 
reason for most of these predicaments. That means, according to Schein (2010), if we 
understand the dynamics of culture we will be less likely to end up frustrated when 
we encounter irrational or unfamiliar behaviour from people in every day life. 
Furthermore, we will gain a deeper understanding of the differences among people in 
various groups, and most importantly, we will realize why it is so hard to change a 
person’s or a group’s behaviour (Schein, 2010). 
 

Definition of Organisational Culture 
Previously, the notions organisational culture and corporate culture have been used 
recklessly. However, Schein (2010) and Alvesson (2002) distinguish the terms by 
referring to corporate culture when discussing private sector business. As this report is 
focusing on culture in privately owned companies, these two notions will be used as 
substitutes.  
 
There is a plethora of definitions that all aim to define the concept of organisational 
culture. According to Schein, E. H. (1984), many of them settle for the idea that 
culture is simply; “…a set of shared meanings that make it possible for members of a 
group to interpret and act upon their environment.” Although, Schein claims that it is 
desirable to go beyond this notion and dig deeper into the understanding of the 
dynamic evolutionary forces that govern how culture within a specific group evolves 
and changes over time. In his article Coming to a New Awareness of Organizational 
Culture from 1984 he defines the organisational culture concept as follows: 
 
“Organizational culture is the pattern of basic assumptions that a given group has 
invented, discovered, or developed in learning to cope with its problems of external 
adaption and internal integration, and that have worked well enough to be considered 
valid, and, therefore, to be taught to new members as the correct way to perceive, 
think, and feel in relation to those problems.” (Schein, 1984, p. 3) 
 
In the forth edition of his book Organizational Culture and Leadership from 2010, 
Schein defines the culture concept slightly different. But before that definition is 
expressed, a description of the underlying factors of organisational culture will be 
further elaborated on. Schein (2010) compares culture of a group to the personality of 
an individual – powerful in its impact but invisible and to a certain degree 
unconscious by nature. He explains the phenomenon like this;  
 
“We can see the behaviour that results, but we often cannot see the forces underneath 

that cause certain kinds of behaviour.”  (Schein, 2010, p. 14) 
 



 6 

Consequently, culture is an abstraction, and in order to make any sense and be useful 
to our thinking, it must be made observable. According to Schein (2010), the word 
culture includes critical elements of sharing. Especially, it implies structural stability, 
depth, breadth and patterning or integration. This implies, in order to reach a formal 
definition of the concept of culture, in accordance to Edgar H. Schein, these elements 
must first be described briefly. 
 
Structural stability: When referring to something as being “cultural”, it does not 
only imply that the components comprising the culture are shared by a group, but it 
also indicates that there is stability within the group. Establishing group identity is a 
key component of a culture and once the group is stable it will be difficult to amend. 
Furthermore, stability provides meaning and predictability, which is highly valued by 
members of a group. This is also the reason a group with an established culture are 
more likely to survive although the group set up may change due to members 
departing or leaders being replaced etc.  
 
Depth: As aforementioned, culture is hard to define due to its intangible and invisible 
character. The previous elements described can thus be viewed as manifestations of 
culture rather than the actual “essence” of it. The more deeply rooted culture gets, 
normally, the more structural stability within a group might be achieved.  
 
Breadth: Once a culture is established within an organisation it will reflect all of a 
group’s functioning. Meaning that due to the nature of culture as being pervasive and 
influential, it will affect how an organisation performs its primary tasks and internal 
operations etc. Hence, referring to the “culture of a group” essentially denotes all of 
the organisation’s operations. 
 
Patterning and integration: The major implication of a culture is that it ties rituals, 
climate, values and behaviours etc. into a coherent whole. Originally, this patterning 
or integration originates from the fact that humans strive to make their environment as 
sensible and orderly as possible. The opposite, disorder and senselessness will create 
anxiety, and that is a highly undesirable mode for humans to be in. Consequently, 
they will do everything to achieve stability and a predictable view of how things 
should be done.  
 
In addition, Schein (2010) claims that all social units, possessing some kind of shared 
history, will have evolved a culture to a certain extent. In accordance with this 
statement, Alvesson (2002) argues that although culture is hard to grasp, culture 
theory will help managers realise what not to do, and to be prepared for problems 
stemming from cultural clashes. All in all, after realising the underlying dynamic of 
organisational culture it is possible to achieve a formal definition as defined by Schein 
(2010); 
 
“The culture of a group can now be defined as a pattern of shared basic assumptions 

learned by a group as it solved its problems of external adaptation and internal 
integration, which has worked well enough to be considered valid and, therefore, to 

be taught to new members as the correct way to perceive, think, and feel in relation to 
those problems.” (Schein, 2010, p. 18) 
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In a similar way, Pettigrew explains culture as; “… the system of such publicly and 
collectively accepted meanings operating for a given group at a given time.” 
(Pettigrew, 1979, p.574) 
 
Conclusively, any group with a relatively stable membership base and a history of 
shared learning will have developed a culture to some extent, and it is this behaviour, 
reflected by the norms and values of an organisation that is later passed on to 
newcomers, and according to Schein (1984), the passing on of solutions to 
newcomers is an imperative feature that is required in the definition of culture. 
Because, the decision to actually pass something on is in itself significant proof that a 
given solution is shared by all group members, and thus perceived as valid.  Van 
Maanen and Barley (1985, p. 37) further argues that; 
 
“…unitary organizational cultures evolve when all members of an organization face 
roughly the same problems, when everyone communicates with almost everyone else, 
and when each member adopts a common set of understandings for enacting proper 

and consensually approved behaviour” 
 
Although, these conditions seems to be fairly rare within a company, not least due to 
various subcultures and their interrelationships, as will be discussed later on.  
 

Building Blocks of Organisational Culture 
 
Schein (1984; 2010) argues that culture can be analysed at three different levels. 
Ranging from the most tangible level comprising of explicit manifestations that 
reflects the constructed environment of an organisation such as office layout and 
technology, to deeply embedded and abstract basic assumptions that defines the very 
essence of culture. Basic assumptions represent beliefs taken for granted about reality 
and human nature, and are unlike basic values treated as non-negotiable. Schein 
(2010) argues that values are open for discussion, while assumptions are generally 
accepted by everyone, meaning that if a person opposes these assumptions, he or she 
is likely to be viewed as a foreigner and might ultimately be excluded from the group. 
In the same way, Pettigrew (1979) argues that in order for a group to function within a 
given setting, it must have a shared meaning of what reality is all about in order to be 
collectively acted upon. Finally, according to Schein (1984), it is the pattern of the 
basic assumptions that a group has invented or discovered when coping with various 
problems that ultimately creates the valid culture in a particular group. In the same 
way, Kilmann et al., (1985, p. 5) explains culture as;  
 

“…the shared philosophies, ideologies, values, assumptions, beliefs, expectations, 
attitudes, and norms that knit a community together.” 

  
The first level, or the surface level of culture is the visible artifacts, this includes 
everything that can be seen, heard or felt, that is, the constructed environment of the 
organisation. This includes its architecture, technology, language, manner of dress, 
office layout, visible or audible behaviour patterns etc. (Schein, 1984). Moreover, in 
his work from 2010, Schein has added features to the list of artifacts including, 
emotional displays such as myths and stories told about the organisation and its 
published lists of values, the observable rituals and ceremonies.  All in all, these 
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artifacts create what can be viewed upon as the climate of the group. It is important to 
notice though, that these artifacts will be interpreted differently depending on the 
person’s own feelings and reactions, it is therefore almost impossible to make any 
deeper assumptions regarding culture solely based on artifacts. Moreover, although 
artifacts are easy to grasp and explain due to their visible nature, they do only explain 
how a group construct its environment and what behaving patterns are distinguishable 
among the members. That means, in order to understand why a group behaves the way 
it does – the underlying logic – one most analyse the next level of culture, namely the 
espoused believes and values that govern behaviour (Schein, 1984; Schein, 2010).  
 
According to Schein (2010), it is possible to understand the meaning of artifacts by 
observing the behaviour of the specific group during a relatively long period of time. 
Although, if this level of knowledge is desirable to reach more quickly, it is necessary 
to look at the espoused values, norms and beliefs that postulate the day-to-day 
operating principles that in turn govern the way people of a group guide their 
behaviour. This leads us to the next level of culture, the espoused values and believes, 
that is, the rationalisations of our behaviour (Schein, 1984). According to Schein 
(2010), all group learning will ultimately be reflected by someone’s beliefs and 
values, distinct from what actually is. That means, in a newly formed group of people, 
solutions proposed by an individual group member will be purely affected by his or 
her own individual assumptions.  
 
Schein (1984) also stresses the fact that espoused values are often only a reflection of 
what people say is the reason for their behaviour, while the underlying reason for their 
behaviour remains concealed. In order to fully understand the dynamic of 
organisational culture, to ascertain the group’s values more completely, it is 
imperative to delve deeper into the underlying assumptions (Schein, 1984).  
 
The basic underlying assumptions are necessary to construct a deeper level of 
understanding for the concept of culture, and to predict future behaviour correctly 
(Schein, 2010). Basic assumptions are taken for granted and are very powerful 
because they are less debatable than espoused values. The notion that a business 
should be profitable or that schools should educate are strongly rooted values that has 
turned into assumptions that we are not even aware of anymore. Thus, a value leads to 
a specific behaviour and once that behaviour starts solving problems, the value will 
gradually be transformed into a basic assumption about how things actually happen. 
Schein (1984) explains this phenomenon further by dividing values into two groups; 
the non-debatable, taken for granted and unconscious values that has turned into 
assumptions about reality, and the opposite, the debatable or espoused values.  
 
Basic assumptions thus become very powerful, as they are extremely difficult to 
change once they are generally accepted and adopted on an unconscious level. 
Conclusively, the human mind needs cognitive stability and by being aware of the 
dynamics of basic assumptions, one will receive a greater understanding of people’s 
basic conditions and why they are behaving in a certain way (Schein, 2010).  
 
As discussed above, the culture of a group can according to Schein (2010) be studied 
at three different levels; the level of artifacts, the level of its espoused beliefs and 
values and the level of its basic underlying assumptions.  However, organisational 
studies have been central to several different fields of research during a long period of 
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time, and Schein is special as he was first to introduce a conceptual framework for 
analysing organisational culture. Many researchers are immersed in the study of 
culture, and not all of them agree with the conceptual framework as developed by 
Schein (Hatch, 1993).  
 
According to Hatch (1993), subculture researchers dispute Schein’s assumption that 
organisational cultures are unitary. In the same way, other scientists oppose the 
postulation that the function of culture is to maintain a social structure. Nevertheless, 
Schein’s model still remains one of the only conceptual models ever offered, and 
Hatch (1993) argues that Schein’s model still remains relevant. In similarity to 
Schein, researchers such as Pettigrew (1979) and Frost et al. (1985) describe culture 
as a family concepts constituting of symbols such as rituals, myth, stories and legends 
etc. 
 
In conclusion, Schein (2010) and Kilmann et al. (1985) argue that after one 
understands the pattern of basic underlying assumptions, and the learning process by 
which these assumptions evolve, it will be possible to understand the culture of a 
group. However, cultures evolve on different levels, and in order to understand the 
dynamic and interplay between these various cultures, one must first understand how 
and why distinct subgroups evolve.  
 

Cultures and Subcultures 
 
Thus far, organisational culture has been observed in terms of what Schein (2010) and 
Alvesson (2002) etc. refers to as a macro context. However, in order to fully 
understand the cultural dynamics in an organisation it is imperative to understand the 
interplay of subcultures that operate within the larger context. These subcultures 
generally share many of the assumptions of the total organisation, but simultaneously 
hold their own basic assumptions that are usually reflected by functional tasks, 
occupations, or other unique experiences. In general, shared assumptions that create a 
subculture are most likely to be formed around a functional unit as they are often 
based on a similarity in educational background or a similarity of organisational 
experience etc. (Schein, 2010; Schein, 1997). 
 
Another typical subgroup is the one that is shaped due to shared experiences of 
success on a given level in the organisation hierarchy. For instance, first line 
supervisors will develop their own way of successfully managing their subordinates, 
which will ultimately lead to a build up of shared assumptions. However, this may not 
be in line with best practise as of middle management or higher up in the hierarchy. 
Each level will create its own subculture and it is partly due to their distinct general 
assumptions that problems often occur between them. As soon as decisions needs to 
be made on a cross-level basis, problems stemming from cultural boundaries will 
occur. If the message or proposal is not framed or translated into an appropriate 
language, it may lead to a distortion of the intended message and thus the message 
will loose its intended purpose (Schein, 2010; Schein, 1997).  
 
Various subgroups have different goals and distinct ways of operating and making 
interpretations of their surroundings. Communication issues can often arise because of 
this, when they are set to work in cross-functional projects. The insufficient 
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communication leads to additional problems in reaching viable solutions and 
implementing decisions in an efficient manner. This is mainly due to the inability of 
group members to realise the deeper shared assumptions that form how each and 
every subgroup function. Instead, disagreement is often attributed to distinct 
personalities (Schein, 2010; Schein, 1997). 
 
The interaction or interplay between subcultures form the macro context of an 
organisational culture, and by identifying and managing these various subgroups, one 
may be able to avoid destructive conflicts that arise due to disputes concerning 
distinct shared assumptions. However, it is important to notice that each separate 
subculture is likely to be needed for the overall success of the organisation they are 
present in. When the various subcultures are in conflict with each other a lack of 
alignment may arise, meaning that the organisation in its entirety no longer will strive 
towards shared organisational goals. According to Schein (2010; 1997), the most 
distinct subcultures in a company can be divided into three major groups or 
occupational subcultures.  
 
The first subculture, as formulated by Schein (2010; 1997) is the operator subculture, 
also referred to as “the line”. This group of people constitute the employees in an 
organisation who produce or sell the company’s products or services. They “run 
things” and are key to the organisations overall functioning. The definition of the sub 
group is to a certain extent relatively ambiguous and is not entirely trivial to describe. 
However, as information technology has made manual labour obsolete in many 
industries, this subculture also refers to a group of people conducting more or less 
conceptual tasks as well. Nowadays, far from all companies manufacture physical 
products, and therefore this subculture includes employees performing more abstract 
tasks, such as monitoring a service from a computer screen as well. The operator 
subculture is mainly based on human interaction, which means that high level of 
communication, trust and teamwork are necessary components to get the work done 
in the most efficient way possible (Schein, 2010; Schein, 1997).  
 
The second subculture is the engineering or design subculture, which represents the 
group of people with the knowledge of how the underlying technology for the work in 
the organisation is used. The shared assumptions within this subculture are based on 
common education, work experience and job requirements and therefore cut across 
both nations as well as industries. These people share a general perception that 
problems have abstract solutions that are applicable on real world products and 
services that are ideally free from human mistakes and errors. Although the human 
factor is recognised and designed for, the ultimate mission is to automate as much as 
possible in order to reduce human intervention even further. Naturally, this leads to 
conflicts between the operator and engineering subcultures as the operators may not 
want to adapt to the specific solutions as developed by the engineers. Moreover, this 
could be due to insufficient knowledge, but also due to disputes concerning usability 
of the specific product or service. Not only engineers in technical organisations design 
and develop new solutions. There are people in all kind of industries that deal with the 
design of new products, structures and processes to make the organisation more 
effective. Their job is not to do the everyday daily work, but to design for future 
solutions that will simplify the work for everyone else (Schein, 2010; 1997). 
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The third subculture is the culture of executives, and this group is often a source for 
misalignment among the other subgroups. People within this subculture share 
assumptions regarding how to maintain financial health, how to strive for company 
survival and how to drive company growth. The same phenomenon is seen among 
CEO’s all around the world, as they face similar problems no matter what industry 
they are operating in. They form a common set of assumptions on how to run a 
business successfully and sometimes the CEO and the management team are the only 
ones representing this subculture. The preoccupations of the people belonging to the 
executive subgroup are of minor importance because all organisations share a similar 
environment and comparable concerns.  
 
At some point, all managers will realise that it is the people within an organisation 
that ultimately make it run on a daily basis. However, the further up in an organisation 
a manager rises, the more he or she will recognise that the monitoring of basic work 
becomes increasingly complicated. At some point it will become difficult to manage 
people directly, and therefore, new routines, rules and systems need to be developed 
to manage the organisation. People thus become “human resources” that are treated as 
costs, rather than a capital investment. Similarly to the engineering culture, the 
executive subculture might find that people and relationships have a negative effect 
on efficiency and productivity (Schein, 2010; Schein, 1997). 
 
As long as the subcultures are well aligned, and the needs of each and every group are 
fulfilled, major problems within the organisation are less likely to be observed. 
However, Schein (1997) explains how problems can occur:  
 
“It is when organizations attempt to learn in a generative way, when they attempt to 

reinvent themselves because the technologies and environmental conditions have 
changed drastically that these three cultures collide and we observe frustration, low 
productivity, and the failure of innovations to survive and diffuse.” (Schein, 1997, 

p.7) 
 
Schein (1997) highlights several situations where the three cultures have ended up in 
severe conflicts with each other due to a lack of communication and perceptions 
regarding basic assumptions. Amongst others, he mentions an incident in an aeroplane 
cockpit that resulted in an aeroplane crash just miles away from the runway, all a 
consequence of miscommunication.  
 
“…the flight engineer had been shouting for several minutes that they were running 

out of gas while the pilot functioning as the CEO continued to circle and tried to fix a 
problem with the landing gear. When this situation was run in the simulator, the same 

phenomenon occurred – the pilot was so busy with his operational task and so 
comfortable in his hierarchical executive position that he literally did not hear 

critical information that was shouted at him. Only when the person doing the shouting 
was a fellow pilot of equal or higher rank did the pilot pay attention to the 

information. In other words, the hierarchy actually got in the way of solving the 
problem. It was also found that the engineering solution of providing more warning 

lights or sounds would not solve the problem because those could easily be 
rationalized away as computer or signal malfunctions.” (Schein, 1997, p.8) 
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This example clearly shows how disastrous a misalignment between various 
subcultures can be. However, although an extreme is obviously illustrated, it clearly 
demonstrates how relatively small disagreements in basic assumptions can have 
devastating consequences. It is important to note that, each and every one of the three 
subcultures is correct from their point of view. Meaning that each subculture does 
what it is supposed to, and does not consider which culture is the valid one. Creating 
alignment between the three in order to successfully evolve and implement new 
solutions that are understood by everyone is fundamental. If this is not achieved 
successfully, effectiveness and efficiency is highly likely to suffer (Schein, 2010; 
Schein, 1997).  
  
Schein (1997; 2010) emphasize that in order to understand a given organisation, one 
must not only consider the overall corporate culture, the macro context, but also 
identify the three subcultures or occupational subcultures and their alignment. 
Subsequently, the concept of culture must be taken more seriously in order to 
recognise and accept how deeply rooted the shared basic assumptions of the three 
subcultures are. It is important to realise that not one single subculture can solve 
complex problems by itself, and that is why it is necessary to find ways of 
communicating across cultural boundaries and establish a culture of mutual 
understanding, and not mutual blame.  
 
Finally, in addition to the previously discussed subcultures, Schein (2010) includes a 
last classification that he refers to as microcultures. These are small groups that 
evolve due to shared common tasks or histories, mainly due to a high degree of 
interdependency between group members or performed tasks that require extensive 
mutual cooperation. A football team is a great example as it quickly develops a 
certain style of playing due to many hours of practise together. As an outsider it is 
hard to enter this kind of group at first due to the nature of this culture, it initially 
reject outsiders. They will only be accepted as long as they adapt to the “rules” of the 
group, as developed by the football team (Schein, 2010).  
 

The Meaning of Culture Within an Organisation  
 
As previously mentioned, the human mind is in great need of cognitive stability. That 
means, according to Schein (1984; 1997; 2010), that any challenge or questioning of 
the basic assumptions of a group will release anxiety or even defensiveness. Schein 
further argues that:  
 
“…the shared basic assumptions that make up the culture of a group can be thought 

of both at the individual and group level as psychological cognitive defence 
mechanisms that permit the group to continue to function.” (Schein, 2010, p. 29) 

 
Culture, or the basic assumptions partly constituting culture, are crucial for an 
individual’s or group’s overall functioning. However, culture does not only control 
the way a group functions, but also provides its members with self esteem and a basic 
sense of identity. According to Schein (2010), culture also make members realise who 
they are, how to behave and how to feel good about themselves. These critical 
functions, and the underlying meaning of culture make it easy to realise why cultural 
changes may provoke anxiety in people.   
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Schein is not the only one arguing for the meaning of culture in terms of company 
wealth. Although, Alvesson (2002) is a bit more cautious in his statements of the 
significance of corporate culture in relation to performance, growth and success, he 
expresses the significance of corporate culture as follows:  
 

“Culture is thus highly significant for how companies and other organizations 
function: from strategic change, to everyday leadership and how managers and 
employees relate to and interact with customers as well as to how knowledge is 

created, shared, maintained and utilized.” (Alvesson, 2002, p.10) 
 
He further argues, in agreement with Schein (2010), that corporate culture is 
significant in order to understand organisational life in all its richness. That is, to 
identify the common, taken for granted ideas, beliefs and meanings that are necessary 
for an organisations continuous activity. By doing so, leaders or managers will 
develop a capacity to think in terms of culture, which will facilitate acting wisely and 
making appropriate decisions (Alvesson, 2002).  Finally, Alvesson (2002, p.13) 
concludes the importance of organisational culture as follows:  
 
“Cultural meanings guide thinking, feeling and acting. It is thus difficult to argue that 

culture is not important.”  
 

Strong Versus Effective Organisational Culture  
 
In this subchapter, the definition of strong culture will be evaluated in terms of its 
definition, how it emerges and if strong culture is equal to effective culture.  
According to Schein (1984), the strength of a culture can be defined as:  
 

 The homogeneity and stability of group membership and, 
 The length and intensity of shared experiences of the group 

 
This implies that if a group has had a long, varied and intense history, it will not only 
possess a strong organisational culture, but it will also be fairly differentiated. If a 
group has had to cope with problems threatening their survival but, however, 
managed to overcome these problems, the culture is likely to have been strengthened. 
On the contrary, if a group has been prone to a high turnover of employees or has 
been working together for a relatively short period of time without facing any 
difficulties, it can be argued that this group by definition would have a week culture 
due to a lack of shared assumptions (Schein, 1984). Kunda (1992), on the other hand, 
views the creation of a strong corporate culture as a managerial ideology that 
emphasises normative control by focusing on the desire to bind employees’ hearts and 
mind to the corporate interest. Implying that the strength of a corporate culture is 
dependent on managers’ ability to inspire, motivate and ultimately to lead by 
example, as means of normative control (Barley and Kunda, 1992). Hence, the 
emergence of a strong company culture can partly be said to depend on a leaders 
capabilities in the management of employees.  
 
If a group has managed to establish what is viewed upon as a strong organisational 
culture, and the leadership or management remains stable, the culture could be well 
suited to survive although employee turnover at lower levels in the company is 
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relatively high. However, it is important to emphasize that a strong company culture 
does not equal effectiveness, as the relationship between a strong culture and an 
effective culture is far more complex than that, as explained by Schein (1984, p. 7): 
 

“The actual content of the culture and the degree to which its solutions fit the 
problems posed by the environment seem like the critical variables here, not 

strength.”  
 
This implies that company culture effectiveness is not only about culture strength, but 
rather about the actual content of culture and the degree to which solutions or actions 
fit problems that transpire due to environmental reasons. Schein (1984) highlights that 
organisational strength may be worth striving for as a young organisation working 
towards establishing a stable culture and an identity for itself. Although, a mature 
organisation may, on the other hand, benefit from a somewhat weaker overall 
company culture but have strong subcultures that are flexible and efficient towards 
change imposed by the environment. In conclusion, strong organisational culture and 
the importance of fit between causes versus action are of diverse importance 
depending on the maturation of the company.  
 

The meaning of leadership in development of organisational culture 
According to Schein (2010), organisational cultures generally stem from three distinct 
sources. Nevertheless, there is one mechanism that is far more important for cultural 
development than the other two. That is, the impact of founders, as they do not only 
construct the initial mission and the environmental context where culture will 
eventually develop and be rooted, but they also select group members, and as a result 
ultimately shape the dynamics of the group, the way it will respond to external 
influences and the way it will integrate itself. The three distinct sources from which 
cultures emerge, in accordance to Schein (2010, p. 219): 
 

 The beliefs, values, and assumptions of founders of organizations 
 The learning experiences of group members as their organization evolves  
 New beliefs, values, and assumptions brought in by new members and new 

leaders. 
 
In the same way, Pettigrew (1979) argues that entrepreneurs are not only creators of 
structures and technologies in an organisation, but also of symbols, ideologies, 
languages, beliefs, rituals and myths, that all can be viewed as aspects of a more 
cultural and expressive nature in an organisation. Furthermore, Schein (2010) claims 
that entrepreneurs that have an initial vision of how a group of people can create a 
new product or service successfully will ultimately create firms. Founders therefore 
have, according to both Schein (2010) and Pettigrew (1979), a great impact on the 
way a group develops in terms of internal integration and external adaption. The 
initial idea is naturally based on the entrepreneur’s own cultural history and 
personality, this will consequently reflect the dynamic of the group. Usually, 
entrepreneurs tend to possess certain characteristics or personal traits such as self-
confidence, determination and charisma. Amongst others, they possess strong basic 
assumptions that they do not hesitate to impose on others, such as partners or 
employees (Schein, 2010).  
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Typically, it is in the nature of entrepreneurial thinking to hold strong opinions about 
how things should be performed. Consequently, that is the reason a founder of a 
group usually has well pronounced theories regarding how work in an organisation 
should be executed. Therefore, subordinates or colleagues are usually chosen to 
reflect the values and basic assumptions of the founder. The group normally accepts 
or encourages the emergence of a leader, as the anxiety of a group in the formation 
stage is relatively high. As a result, a leader that can bring stability and clarity to the 
group is sought after. However, if the leader or founder fails to reduce the group’s 
anxiety, another person will be encouraged by the group to step forward and embrace 
the opportunity to lead, and thereby reduce the anxiety within the group (Schein, 
2010). 
 
Based on an example as illustrated by Schein (2010), it is realised that culture might 
not survive if the main culture carriers depart, or if the majority of the cultural group 
members experience a conflict due to a mixed message from leaders, especially 
during periods when a group experience substantial growth. . However, if a leader 
manages to establish his or her own basic assumptions in the early stage, and they are 
accepted by the group members, the values and believes of the founder can be traced 
even after the company matured. It has been shown that leadership is of tremendous 
significance at the beginning of any group process and should not be overlooked 
(Schein, 2010).  
  
Finally, according to Schein (2010), there are a number of ways for leaders to embed 
and transmit culture by reinforcing their values and beliefs in the organisation. When 
primary tasks are accomplished successfully, the leader’s basic assumptions will 
become shared and eventually a part of the company culture. In order to establish a 
mentality of “the way we do things around here”, leaders have according to Schein 
(2010) six primary embedding mechanisms and six secondary articulation and 
reinforcement mechanisms to utilize to ensure that the message is communicated. 
These embedding mechanisms are stated below.  
 
Primary 
 

 What leaders pay attention to, measure, and control on a regular basis 
 How leaders react to critical incidents and organizational crises 
 How leaders allocate resources 
 Deliberate role modelling, teaching, and coaching   
 How leaders allocate rewards and status  
 How leaders recruit, select, promote, and excommunicate 

 
Secondary 
 

 Organizational design and structure   
 Organizational systems and procedures   
 Rites and rituals of the organization 
 Design of physical space, facades, and buildings 
 Stories about important events and people 
 Formal statements of organizational philosophy, creeds, and charters 
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The above stated mechanisms will not be discussed in detail, however, it should be 
noted that the first one of the primary mechanisms (What leaders pay attention to, 
measure, and control on a regular basis) is one of the most powerful tools a leader has 
available to communicate his or her greatest concerns and/or beliefs. Meaning that if 
leaders are aware of, and receptive towards this mechanism, they can control what is 
being communicated by being systematic and consistent in paying attention to certain 
issues. Naturally, the opposite applies as well, if leaders are inconsistent in what they 
communicate, subordinates will spend time on trying to interpret what the leaders’ 
behaviour actually reflects. Lastly, some of the most important settings for leaders to 
communicate their message are during meetings and other activities that are devoted 
to planning and budgeting, as this clearly signals what is imperative to management 
(Schein, 2010). Schein (2010, p. 238) explains the ultimate implications of planning 
processes as follows: 
 

“In questioning subordinates systematically on certain issues, leaders can transmit 
their own view of how to look at problems. The ultimate content of the plan may not 

be as important as the learning that goes on during the planning process.” 
 
When newcomers are joining a group, they will, if all of the primary embedded 
mechanisms are communicated consistently, have a substantial amount of information 
available to interpret the leader’s real assumptions. Thus, much of an organisation’s 
socialisation processes are rooted in the organisation’s everyday working routines. 
The important intrinsic cultural assumptions of the group will become evident through 
the daily behaviour of the leader, making training or indoctrination for newcomers 
fairly excessive (Schein, 2010). 
 
The subsequent stated mechanisms on the other hand – the articulation and 
reinforcement mechanisms – are secondary as long as the organisation is growing. 
Design, structure and stories etc. will work as reinforcements of culture in a young 
organisation. Once the organisation matures, the same mechanisms will become 
constraints on future leaders. This can be explained by the fact that as long as the 
primary mechanisms are aligned with the secondary, organisational ideologies are 
being built and much of what was learnt at the outset will become formalised. 
However, the secondary mechanisms can become very strong and well rooted in the 
organisation, which can make it hard for leaders in maturing organisations to change 
assumptions that have been reinforced by these mechanisms, even though they may 
want to. In general, these mechanisms are less powerful and more ambiguous, which 
makes them harder to control. However, if the leader is able to control these 
mechanisms, they can become powerful tools to reinforce the primary message as 
shown by the primary mechanisms (Schein, 2010).  
 
Finally, it is important to highlight the fact that all of these mechanisms communicate 
culture to newcomers. Hence, it is not a choice between whether to communicate 
these or not, but about how much they are willing to manage what is being 
communicated to provide the desired message. When a leader or manager realises the 
significance of using all primary mechanisms in a consistent manner, they will be able 
to teach subordinates new ways of perceiving, thinking and feeling. Schein (2010, p. 
258) concludes the implications of being able to control the previously discussed 
mechanisms like this:     
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“Many change programs fail because the leader who wants the change fails to use 
the entire set of mechanisms described. To put it positively, when a manager decides 

to change the assumptions of a work group by using all of these mechanisms, that 
manager is becoming a leader.” 

 

The role of leadership in the mature organisation  
In the previous chapter, the role of founders, or leaders was discussed in relation to 
culture dynamics in growing organisations. That is, the mechanisms available for 
leaders in order to shape and manage organisational culture in a young, growing 
company. However, depending on the success of the company, it will eventually 
mature and probably experience additional growth. With company growth follows 
certain challenges and decisions that have to be made. For instance, the company 
might come to consider a public offering instead of maintaining private ownership 
due to financial reasons, which would imply enormous consequences for the 
corporate culture, as explained below (Schein, 2010). 
 
Amongst others, a public offering could make leadership more diffuse, as leaders are 
not only answerable for themselves and the own organisation anymore. But the CEO 
together with the board will also have a responsibility towards stockholders. In line 
with company expansion and maturation, the culture may become mismatched due to 
the new conditions. This might lead to “cultural change”, and depending on how the 
growth of the company is managed, this change can become more or less successful. 
Ultimately, these new conditions or culture dynamics will thus require a different type 
of leadership if the company is to remain successful (Schein, 2010). 
 
There are a number of ways a company can differentiate due to organisational growth. 
However, what typically happens is that the number of employees, customers and 
goods or services increases. Consequently, the job of leading the organisation 
becomes more complex and extensive for the initial founder, and new routines may 
have to be put in place. Differentiation of the organisation can be due to various 
factors, although, the most common ones are functional/occupational differentiation, 
geographical decentralization, differentiation by product, market, or technology, 
divisionalisation and differentiation by hierarchical level (Schein, 2010).  
 
No matter what the underlying reason for the differentiation of the organisation, the 
main objective for management is to recognise the cultural consequences of the 
differentiation. When the organisation expands and differentiates, new subgroups will 
evolve, and it is the leader’s task to make sure that the new subgroups are 
coordinated, aligned and eventually integrated with each other. This is achieved by 
encouraging the implementation of common goals, language and procedures to jointly 
solve upcoming problems or challenges. Thus, the challenge for the leader is to 
identify how to communicate or encourage mutual respect among subcultures and to 
ultimately create coordinated action (Schein, 2010).  
 
It is important to highlight at this point that no matter if the company is still in a 
strong development phase or if it has begun to mature, one of the ultimate roles of 
leadership is to provide guidance at times when habitual ways of doing things no 
longer work, or when new responses need to be developed due to a change in the 
environment where the culture is present (Schein, 2010; Alvesson, 2002). Leadership 
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has to play a key role in times when new problems are encountered and completely 
new responses to the situation need to be developed. Especially, to raise a feeling of 
security in order to reduce the anxiety of employees when old working methods are 
phased out, and new ones are learned and tested (Schein, 1984). Nevertheless, due to 
the nature of the research question, the upcoming chapter will address culturally 
related problems to change and how leaders can address these.  
 

Change Management  
 
According to Burnes and Todnem (2011), leadership and change are two of the most 
important issues facing modern organisations. However, they are also stated to be two 
of the most problematic elements of organisational life, and have created an on-going 
debate about what constitutes good leadership, and how beneficial change can be 
achieved. The second aim of this study is, therefore, to investigate leaders 
responsibilities of communicating change in accordance to cultural dynamics prior to 
upcoming change, especially, in order to reduce confusion and reluctance stemming 
from change initiatives in general. Consequently, the significance of change, 
difficulties related to imposed change, as well as leaders’ responsibilities when 
implementing a change initiative needs to be investigated on a deeper level.  
 

The Significance and Implications of Change 
 
For technology and innovation driven companies, change is essentially a prerequisite, 
as business is dependent on adaption to new technologies and the offering of 
innovative products to stay relevant, or preferably, cutting edge. According to Raineri 
(2009), organisations today experience frequent, diverse and intense change due to 
restructuring and M&As. These programs are in turn a result of an attempt to meet 
altered conditions or an attempt to adapt to external or internal forces that influence 
organisations. Such external forces might be new technologies, markets or 
legislations, or internal forces such as changes in staff or tuning of policies and 
procedures.  
 
Furthermore, Armenakis et al. (2013) emphasize that change management and 
enterprise development is an increasing concern for companies at this time, as 
organisations struggle to cope with technological advances, globalisation, 
denationalisation and deregulation, which in turn has created a much more complex 
marketplace. Subsequently, this complexity requires organisations to learn how to 
adapt to change and to ultimately learn how to manage it in order to remain relevant.  
However, according to Bessant and Haywood (1985); Crosby (1979); and Hammer 
and Champy (1993) only 30 % of all change programs succeed to fulfil their intended 
outcomes, which indicates that imposing change is a hard task for management, and 
thus, the reasons and implications of the high failure rate need to be studied further.  
 
Fiedler (2010, p. 370) summarizes the significance to embrace and adapt to internal 
and external change as follows:  
 
“Social systems such as organizations can survive in a dynamic environment only, if 

their speed of learning and changing meets the dynamics of the environment…” 



 19 

Evaluation of Change Readiness  
 
As previously mentioned, all too frequently organisational change programs fail to 
achieve their intended effect, and according to Armenakis et al. (2012), these types of 
change efforts occur with increasing regularity. Similarly, at this point, the number of 
companies planning to engage in M&As is increasing, and naturally, this puts even 
higher pressure on management to communicate and implement change programs 
carefully. That is, at first, to evaluate the change readiness of the employees, as the 
employees’ attitudes are one of the most important factors for the success of a 
planned change program (Armenakis et al. 2012). However, Armenakis et al. (2012) 
argue that change readiness in an organisation can be evaluated based on affective and 
cognitive elements from an individual as well as the collective point of view. 
Consequently, to evaluate the individual’s as well as the group’s beliefs, attitudes and 
intentions is critical in order to prepare the organisation in accordance to the 
employees’ prevalent attitude towards change. Furthermore, by realising these 
attitudes, management can communicate and plan change programs tailored to current 
conditions.  
 
Armenakis et al. (2012) suggests that an individual’s or group’s readiness for change 
should be studied from both an affective as well as cognitive point of view, and based 
on this presumption, he has listed a number of factors that can be used to evaluate the 
change readiness of groups and individuals.  
 

1. The individuals belief that change is needed,  
2. That he or she has the capacity to successfully undertake change  
3. That change will have a positive effect or outcome for his or her job role.  

 
Similarly, Krüger (2009) summarizes three important fields of action in order to 
achieve acceptance to change as follows;    
 

1. Need for change, which means the acceptance of planned change targets,  
2. Ability to change with the acceptance of the planned procedure and  
3. Willingness to change, which means the acceptance of target picture. 

 
In essence, it is only the last bullet points that slightly differ between the authors.  
Armenakis et al. (2012) highlight the significance of a perceived positive outcome for 
the individual as a prerequisite. While Krüger (2009) rather emphasize the importance 
of establishing an acceptance towards the target picture that has already been set up in 
order to improve change readiness among employees. Although, both articles stress 
the importance of creating a perception among employees that the objective will be 
positive for his or her specific job role. Furthermore, Armenakis et al. (2012) argue 
that some cognitive beliefs and affective elements from individuals become shared 
through social interaction processes and will therefore manifest as higher collective 
phenomena, referred to as collective readiness for change.  
 

Implementing Planned Organisational Change 
 
In the previous chapter, employees’ readiness to change was discussed from an 
individual, as well as group point of view. However, according to Alexander et al. 
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(2010) and Alvesson (2002), the greatest challenge leaders and managers face when 
aiming to make a company function towards more favourable outcomes is planned 
organisational change. Therefore, in order to further realise how leaders can improve 
employee readiness and thus increase the likelihood of achieving beneficial outcomes, 
the following chapter will investigate leaders’ responsibilities when preparing 
employees for upcoming change. 
 
According to Lies (2012), literature on change management has evolved over the 
years, from having focused on approaches such as lean management and total quality 
management, to nowadays being frequently discussed from a holistic perspective 
based on both soft and hard factors. Lies (2012) together with Alvesson (1989) further 
claim that change for a long time, primarily has been executed with a focus on hard 
factors such as financial key data, while the all so important basic values or 
assumptions has been neglected. However, Lies (2012) argues that soft factors are 
group wide phenomena, which generally manifest in resistance and are regarded hard 
to control. This implies, that in order to better manage change, a holistic approach 
should be applied, considering both soft as well as hard factors. 
 
Furthermore, Lies (2012) states that change in management success is dependent on 
the number of promoters in the organisation. That is, the number of people that are 
positive towards change and thus will facilitate an implementation. Change 
management is therefore, an event driven form of internal stakeholder management, 
meaning that change depends on the realisation of objectives through executives and 
employees. To conclude, it has been shown that a focus on soft factors in the 
communication of change is vital in order to embrace a holistic approach to change 
management.  
 
Bass (1995); Burns (1978); Hughes et al. (2009) further emphasize the meaning of 
leaders in an organisation by claiming that their prime task is to bring about change in 
order to maintain and enhance the success of the organisation. In the same way, 
Alexander et al. (2010) have identified a number of activities that are key for leaders 
to undertake when engaging in planned organisational change implementation, these 
are stated below;  
 

1. Communicating the need for change 
2. Mobilizing others to support change 
3. Evaluating change implementation 

 
 
Hence, Alexander et al. (2010) further emphasize the great need of leaders’ 
communicating skills in order to encourage and mobilize employees to support 
change initiatives. First of all, communicating refers to the activities leaders undertake 
to justify change, that is, to share their vision of the need for change with employees. 
Mobilising, on the other hand, refers to actions taken by leaders to gain support and 
acceptance for the enactment of new work routines. Finally, evaluating refers to 
measures leaders deploy to monitor and assess the impact of implementation efforts. 
Although these activities do not represent the entire complexity of change 
implementation, they have been proven to be some of the key categories for leaders to 
undertake prior to change implementation.  
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Alexander et al. (2010) especially highlights the implication to communicate why 
behaviours and routines need to change, as resistance to change initiatives is partly 
attributable to the organisation’s members' emotional reactions, stemming from 
threats to self-esteem, confusion and anxiety, or stress related to uncertainty. By 
anchoring why a certain change program needs to be engaged in, it might be possible 
to reduce anxiety (Kanter, 1983).  
 
Goleman, (1998); Salovey & Mayer (1990), on the other hand, stress the significance 
of leaders’ to possess good interpersonal skills, because responsive leaders are, 
according to Alexander et al. (2010), more likely to be able to discriminate among 
their own and group members’ emotions. They will be able to guide people’s thinking 
and action based on the obtained information. This further implies that leaders that are 
good communicators are more likely to emphasize the need for communicating 
activities in order to establish why change is needed, which ultimately could reduce 
employees’ confusion and uncertainty involving change initiatives in general. In 
conclusion, the leaders ability to use social skills is key when trying to anticipate 
emotional reactions in those who are involved in the change process, as is their ability 
to take the required action to address the behaviour or emotional state emerging from 
those reactions (Huy, 2002; Oreg, 2003). Armenakis et al. (2012, p.122) summarises 
the significance of communication during change as follows: 
 

“Empirical research has demonstrated that high-quality change communication 
increases acceptance, openness, and commitment to change. Furthermore, the failure 
to provide sufficient information or providing poor-quality information can result in a 
number of problems, including cynicism about change and widespread rumors, which 

often exaggerate the negative aspects of change” 
 

Leadership and Culture in M&As 
 
The third sub question of this study aims to investigate leaders responsibilities when 
engaging in M&As. According to Gates and Very (2003) and Grundström et al. 
(2011), mergers and acquisition initiatives generally tend to constitute a challenging 
task for managers in the acquiring company. Management has to implement synergies 
in order to create value, while at the same time managing issues related to value 
leakage. Nevertheless, some of the reasons why companies choose to engage in 
M&As are because it can enable the acquiring companies to obtain technologies, 
products, distribution channels and desirable market positions (Schweizer, 2005). In 
addition, Armenakis et al. (2012) states that the number of M&As initiatives that are 
being carried out has increased in the last couple of years, which in particular 
demonstrates the importance for managers to learn how to handle these issues. Since 
the third question of this study addresses the significance of evaluating company fit in 
terms of organisational culture and subcultures prior to M&As, it will further be 
investigated why M&As tend to be so challenging and how these predicaments can be 
addressed. 
 
To engage in M&As,is a challenging task and this could be due to a number of 
reasons. Schein (2010), amongst others, stresses the neglect of cultural aspects when 
evaluating company fit as a reason for the high failure rate (Grundström et al., 2011) 
of M&As. Schein (2010) as well as Lee et al. (2011) argue that management in the 
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acquiring company are usually careful in evaluating financial strength, market 
position and management strength. However, rarely considered aspects of a cultural 
nature, includes the philosophy or style of the company, its technological origins, its 
structure, and its ways of operating, all of which might provide clues about the 
acquired company’s basic assumptions about its mission and future.  
 
In addition, Haspeslagh and Jemison (1987) argue that integration is the primary 
source of acquisition failure, as it has been found that it may cause employee anxiety, 
management turnover and cultural clashes (Grundström et al. 2011). Since companies 
so often neglect the importance of soft aspects when evaluating company fit, as stated 
by Schein, a greater amount of companies may experience drawbacks related to 
cultural aspects. This further implies that managers need to start considering soft 
factors of company fit when evaluating opportunities related to M&As, and in 
particular integration activities in order to lower the risk of failure.  
 
According to Cook et al. (2003), many integration issues are not discussed until after 
the acquisition deal has been made, and that further implies, according to Grundström 
et al. (2011) the importance of thoroughly evaluating integration and ownership 
effects prior to an acquisition. Previous research has shown that not more than 44% of 
acquirers actually measure the success of integration once the deal has been set 
(Gates, 2000). Since so many M&As initiatives fail to achieve their intended 
outcome, these findings stress the importance of considering opportunities related to 
integration and soft factors before the acquisition or merger has been engaged in. In 
line with this statement, Balmer and Dinnie (1999) further emphasised the idea that 
corporate identity may increase the probability of success in acquisitions. The failure 
of a M&A can, of course, have many implications, although Grundström et al. (2011, 
p. 1474) highlight the consequential loss of knowledge: 
 
“The loss of staff following the acquisition of an innovative firm also means losing at 

least a portion of the knowledgebase and innovativeness.” 
 
These findings altogether show the significance of considering not only financial 
aspects when looking into M&As, but to also be aware of the implications of the soft 
factors. Schein (2010, p. 379) has demonstrated the great importance of leaders in this 
type of change by identifying four critical tasks that may help managers in a company 
evaluate their role in M&As: 
 

1. Leaders must understand their own culture well enough to be able to detect 
where there are potential incompatibilities with the culture of the other 
organization.  

 
2. Leaders must be able to decipher the other culture to engage in the kinds of 

activities that will reveal to them and to the other organization what some of 
its assumptions are.   

 
3. Leaders must be able to articulate the potential synergies or incompatibilities 

in such a way that others involved in the decision process can understand and 
deal with the cultural realities.   
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4. If the leader is not the CEO, she or he must be able to convince the CEO or 
the executive team to take the cultural issues seriously.     

 
However, Alvesson (2002) argues that the relationship between leadership and culture 
is complex, as leaders are dealing with meanings, thinking and feelings among people 
in order to influence shared understandings of objectives, technologies and 
environments in the group these employees are belonging to. Because this is a matter 
of interpretations of soft factors, the tasks as discussed by Schein (2010) should be 
viewed as guidelines rather than a magic recipe for how to handle change.  
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Research Methodology 
 
The interest for the impact and dynamics of organisational culture during expansion 
emanated from my first encounter with the company during an internship in summer 
2012.  From the very start, it became evident that the concerned company was 
operating in a fast paced market, where the need for innovative products and solutions 
never ceased. Moreover, during my time with the company I realised how 
multifaceted and multicultural it is due to its great mix of nationalities, professions, 
religions and genders among the workforce.  
 
In addition, during this period of time, the company were looking into the possibilities 
of M&As, and was thus curious on how such an initiative could possibly affect the 
business in terms of company culture and structure in the long run. This curiosity 
mainly derived from the fact that the company just a few years earlier (2009), had 
experienced drawbacks due to a relocation and restructuring of the company set up. 
Managers in the case company were aware of the fact that the change program had 
not been planned and implemented properly, especially due to a lack of 
communication. They were, however, interested in knowing how the company could 
better prepare everyone involved prior to upcoming changes due to M&As, without 
experiencing the same cultural related issues as they had done in previous years. 
 
Subsequently, when I approached the HR manager and the CEO at the company with 
my request during autumn 2012, it seemed fairly natural to study the impact and 
dynamic of organisational culture during major change initiatives. Both the HR 
manager and the CEO were concerned that the company would risk loosing parts of 
the company spirit through further expansion and thus wanted proposals on how to 
prevent this from happening all over again. Basically, they were curious about how to 
prepare employees for the intended change program in order to minimize the 
emergence of anxiety and ultimately reluctance towards change among the workforce. 
Especially, they were curious about leadership’s responsibilities in terms of 
communication prior to an expansion, as this was one of the aspects considered to be 
insufficient in 2009.  
 
After an initial literature review had been carried out, and after the cardinal interviews 
had been conducted with key employees in the case company, it became evident that 
the drawbacks experienced in 2009 was mainly due to two reasons. First, a lack of 
communication during the whole preparation and implementation period was 
discovered. Second, it was found that leadership’s ability to create an understanding 
by communicating why change was needed and subsequently put in place was 
insufficient. Thereby, in order to realise how a company could prepare itself prior to 
major change in order to mitigate the risk of culturally related issues, change 
management as well as organisational culture had to be studied further. These two 
theoretical fields would then be linked together by leadership’s responsibilities and 
the significance of communication. Conclusively, the study was delimited to the 
impact of organisational culture during major organisational change programs, 
especially due to M&As.  
 
*The case study company is here referred to as Indigo  
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Selection of Study Object 
 
The study consists of one case study object that has been investigated in relation to 
the dynamics and power of culture during organisational change. The company was 
chosen, as it is a highly innovative but relatively small company that has proven to 
have profound expertise in developing new products and targeting potential markets 
on a regular basis. The company was considered to serve as a good case for 
investigating how change can affect a company in its entirety, particularly as it has a 
prominent company culture that has been formed over many years. Schein (1985; 
2010) argues that company culture is developed within all companies that have some 
kind of shared history. However, culture will, according to Schein, become even more 
prominent if the group constituting the culture has faced a number of challenging 
events throughout the years. Meaning that the case company with its active history 
will have a well-rooted organisational culture that is excellent to study in terms of 
change related difficulties.  
 
In addition, it has undergone distinct challenging periods, in particular, during a 
restructuring of the company set up and relocation of internal departments in 2009, as 
mentioned above. As the purpose of the study was to especially study leadership’s 
responsibilities and potential available tools for managing company change, this 
particular event was of significant interest, as the leader’s in top management and line 
managers chosen for the interview process had varied work experience, and therefore 
had different perspectives on what actually transpired during the restructuring in 
2009. This fact further assisted to create an unbiased case study, as various people 
from different divisions and organisational levels were asked to participate in the 
interview process.  
 

Choice of Method 
 
This study has been conducted from an interpretivistic perspective in order to explore 
critical factors for leaders to be aware of prior to, and during implementation of 
substantial change. The research is solely based on unstructured or semi structured 
qualitative interviews as well as observations of various kinds. According to Collis 
and Hussey (2009), reality is subjective and multiple and can be affected by 
investigation. This research further involves an inductive process with an aim to 
provide interpretative understanding of social phenomena within a certain context. 
Collis and Hussey (2009) further argue that findings can be generalized from one 
setting to a similar setting. Because the aim of this study is to explore critical factors 
to be aware of prior to and during change program implementation such as M&As, 
the events in 2009 will be studied carefully. Thus, by doing so, the findings can, in 
line with Collis and Hussey’s (2009) statement, be identified and generalised to 
explore critical factors when engaging in other types of change programs that 
ultimately affect corporate culture and subcultures.  
 
The project work was divided into two major parts, the first one constituting of 
information collection, or research, at the company headquarters in Singapore. 
Whereas the second part was dedicated to the compilation of information and 
interview material, and the draw up of the report at the office in London. The 
development of the report structure and the write up of the report has been carried out 
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continuously to ensure quality from start to finish. At the outset of the visit in 
Singapore, an interview was set up with the case company CEO in order to obtain an 
overview of the development and history of the case company from the start up to this 
date. Thereby, questions were raised for the following interviews in terms of whom to 
interview, how to structure each interview and what information to search for. 
 
Subsequently, three more interviews were conducted to gain supplementary 
information regarding the endeavours in 2009. Moreover, to get an unbiased and 
comprehensive picture of the situation, the interviews were of an unstructured and 
qualitative fashion in which probing questions were asked as the interviews 
progressed. The unbiased nature of the interviews was further achieved due to the 
variation of professions among the interviewees, length of employment and degree of 
involvement during the restructuring in 2009. This provided a very comprehensive 
and holistic picture of the situation and constituted a satisfactory foundation for 
conclusive analysis. All interviews were transcribed in order to secure the accuracy of 
the information originating from the interview material.  
 
In addition to the interview material collected in Singapore, the empirical part of the 
thesis was supplemented with information from internal documents and reports, 
organisational charts, financial statements, balance sheets and income statements etc. 
All of which contributed to obtain a comprehensive picture of the development of the 
company and the drawbacks it has faced in the past, especially concerning the 
situation in 2009 when the company experienced a major restructuring of the 
company set up and products and services offering, more or less at the same time.  
 
During the second part of the project, while being at the office in London, all of the 
work regarding the theoretical part of the thesis was performed. Mainly by reviewing 
a vast number of academic reports, articles, newspaper articles and books. Finally, the 
material from the case study was evaluated relative to the theoretical research in order 
to ultimately answer the research question and propose suggestions for actions to be 
carried out. All of this in order to generate a general methodology for SME telecom 
companies of how to approach major change programs in order not to come up short 
when embarking on a similar change program as Indigo did back in 2009.  
 

Data Collection  
 
In order to acquire all relevant qualitative data, four formal, unstructured or semi-
structured interviews were conducted at the company’s headquarters in Singapore. 
The visit at the company’s headquarters commenced with a two-hour interview with 
the case company CEO in order to identify whom to interview and what to search for 
in the following interviews. In particular, two other employees in the management 
team were chosen for additional formal interviews, as they had been part of the major 
restructuring in 2009 and thus had a good idea of what actually ensued. The 
designated interviewees were the marketing manager whom had been with the 
company since 2008, and the CTO who had been with the company since inception.  
 
Furthermore, the interviewees participating in the formal interviews were all initially 
asked to explain their view of the endeavours during the restructuring in the year 
2009, particularly in relation to the perceived dissatisfaction among employees. They 
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were subsequently asked to reflect upon potential reasons for the drawbacks and what 
actions that could, or should have been carried out by management to mitigate the 
effect of the experienced drawbacks. Constantly I made sure to probe for explanatory 
information as soon as the respondent touched an area of considerable relevance for 
the study. All in all the three in depth interviews with the CEO, the marketing 
manager and the CTO created a good understanding of the event itself and the causes 
of the difficulties that were created in conjunction with this change. 
 
The unbiased nature was achieved, as mentioned before, by selecting interview 
candidates from various departments and with various level of company experience.  
However, since the research question focuses on leadership’s responsibilities during 
change planning and implementation, the interviews were conducted with people in 
managerial positions. Each interview lasted for approximately 60 to 120 min, 
depending on the experience of the interviewee and the insight the person had 
regarding the endeavours back in 2009. 
 
In addition to the interviews, a number of informal meetings were performed on a 
regular basis to further increase the relevance of the data gathered from the formal 
interviews. These meetings were conducted with, amongst others, the CCO who at 
that time had only been with the company for seven months. He thus provided a more 
unbiased view of the company and the restructuring in 2009 as he had only 
experienced the company on the basis of how it appeared today.  Furthermore, all 
formal interviews were recorded and transcribed in order to facilitate the process of 
analysing the material. The unstructured or semi-structured approach was considered 
appropriate due to the magnitude of the event that was to be studied. This setting also 
opened up for spontaneous comments and thereby enabled for open discussion. 
Subsequently, this setting ensured that the interviews maintained navigation and that 
all relevant information was acquired.  
 
Important to emphasize is the fact that I have been part of the company organisation 
during the entire research period, in Singapore as well as London.  First of all, 
interview preparation and data collection was conducted at the company’s 
headquarters in Singapore. Thereafter, the remaining work with the dissertation was 
carried out at the office in London. Throughout the entire work process I have been 
part of various company events, informal meetings, management training sessions as 
well as other types of social activities and initiatives that have contributed to establish 
a good overview of the organisational dynamics. Specifically, I seized the opportunity 
to seek further information regarding people’s feelings and beliefs though daily 
conversations about the working environment, company dynamics and historical 
events etc.  
 
The management training sessions was designed to provide middle management with 
useful tools to facilitate their daily work. Because I took part in trainings in Singapore 
as well as London I got the opportunity to see how managers from distinct offices 
behaved, and embraced the possibility to develop their leadership skills. The two 
sessions I got the chance to participate in focused on goal setting as well as change 
implementation and its related difficulties. The latter session was of great 
significance, as the consultant responsible for the training mainly discussed overall 
difficulties related to change, as well as people’s general reluctance to change and 
how this reluctance could be mitigated. 
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Data Analysis  
 
Due to the comprehensive nature of this research, a vast amount of data was obtained. 
Not only because the interviews were unstructured, but also because the interviews 
were unlimited and the questions asked were somewhat open. The data collected 
therefore provided a widespread picture of the situation, but also provided details that 
had to be interpreted based on relevance for the study.  
 
This is further the reason why the Case Study Results chapter is relatively long and 
detailed. Because, in order not to, unconsciously, leave out any important 
information, I chose to include rather too much information, than too little. 
Subsequently, when the gathered data were to be analysed, I had to make a second 
trade-off on what to include in the analysis based on the relevance for the actual 
research question.   
 
When the data was analysed for the second time, prior to the final analysis, it was 
assessed and interpreted based on the theories found in the initial theoretical research. 
Models and theories from prominent authors were compared to the findings from the 
case study, and based on these interpretations, some final critical factors when 
planning and implementing change could be distilled and presented in the final 
conclusions chapter. 
 

Methodology Credibility  
 
The credibility of the study can certainly be questioned, not least due to the 
completely qualitative nature of the gathered data, and the interpretivistic approach to 
the study in general. However, the entire research process was carried out at the 
company sites in Singapore and London. This enabled for me to develop my own 
feeling for the company dynamics based on the day-to-day work in the office, during 
more or less formal company events and management training initiatives etc. I was, in 
addition, familiar with the company from before, and therefore, important initial 
personal relations with most of the interviewees were already established. The 
interviewees therefore did not have any obvious incentives to amend the information 
given, and were thus considered to recall a relatively unbiased observation of the 
happenings back in 2009. However, a person’s opinions will always be reflected by 
his or her own reality, and therefore, this fact had to be considered once the data was 
analysed.  
 
Furthermore, validity of research can be argued not to be an issue for a number of 
reasons. Amongst others, I made sure to have a neutral and unbiased approach at all 
times, not only during the interviews and when analysing the collected data, but also 
during the daily work in the office. This was essential in order to make sure the 
gathered information was not reflected by my own thoughts and opinions. Due to this 
neutral approach, an additional foundation of trust and mutual respect was established 
between the investigated company and myself. This further enabled the collection of 
missing data even after the interviews had been carried out.  
 
Because the interviews were unlimited in time and the questions enabled for rich and 
detailed explanations, the amount of collected data was relatively substantial. 
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Therefore, in order to further ensure the validity of the collected data and to make 
sure that important details were not left out or neglected, each and every one of the 
formal interviews were recorded and transcribed. This further simplified the review of 
the collected material prior to the final analysis, and thus reduced the risk of 
misinterpretations made by the researcher. In addition, the two transcribed interviews 
with the CEO of the company were sent back to him for final inspection of potential 
errors. The validity of the two interviews can thereby be argued to be very significant. 
Moreover, since these constituted the foundation for the following interviews, it was 
of major importance that they reflected the actual situation completely.  
 
Finally, the studied company had serious plans on engaging in M&As in a near future, 
and naturally, it had strong incentives to construct the best possible conditions for the 
research to thus facilitate the work of finding an answer to the research question. 
Furthermore, after experiencing the drawbacks of the major restructuring of the 
company in 2009, the studied company was eager to know how to better prepare 
themselves for a similar situation in the future. That is, to make sure that the dynamics 
of the company culture and subcultures are understood, to further realise how to 
communicate change in order to reduce reluctance towards change among employees 
in general. Further, it is imperative to understand the power of culture when aiming to 
merge distinct cultures to make a valid judgement of the fit and potential difficulties 
that can arise once the merger or acquisition has been carried out. 
 

Limitations  
 
As aforementioned, qualitative data collected through interviews are prone to contain 
a number of sources of bias, and can subsequently be viewed as an evident limitation 
of this study. The respondents naturally responded to the somewhat open interview 
question based on their own experiences, assumptions and interpretations, which 
make it natural to question the accuracy in the given information. Furthermore, the 
respondents may have had a vested interest in portraying the situation according to 
their own advantage. Perhaps primarily due to fear of being perceived as incompetent, 
or in order to emphasize one’s own opinions. All the interviews were confidential and 
anonymous. Hence, the respondents did not have to be concerned that the information 
would be disseminated, which further supports the claim that they should have no 
incentives not to tell the truth.  
 
Another limitation with this study is the limited number of interviews and lack of 
additional sources of data such as surveys. It would have been desirable to either 
conduct some more interviews with people in non-managerial positions, or to send out 
a survey to people that were part of the restructuring. By doing so, a more 
comprehensive and less biased picture of the happenings might have been 
accomplished. Another great concern with this study is the narrowness of the main 
interview question, which could make it difficult to generalise the findings into 
another setting. That is, to generalise the identified drawbacks from the endeavours in 
2009 and identify lessons learned to ultimately recognise critical factors when 
engaging in M&As.     
 
Important to further emphasise is the likelihood of managers to be highly subjective in 
their answers, and to recall only what is of great concern as according to them. 
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Further, personal relations may give expression in these kinds of settings, where 
people are asked to openly describe a particular event. It was imperative, however, for 
me to be aware of this fact and not focus heavily on specific statements, as these may 
have merely proven to be true for the person in question and not reflective for the 
entire group.  
 
The analysis of the collected data is, due to the aforementioned limitations, difficult to 
interpret. Especially, because the recalled event is relatively far back in time (4 years), 
it might have been hard for the respondents to remember everything in significant 
detail. Moreover, certain events may have taken on greater significance to the 
respondents when time passed, and could therefore be seen as more severe than they 
actually were, and vice versa.  The interpretation of the collected data thus had to be 
made consciously, and whenever there were doubts regarding the accuracy of the 
data, it had to be supplemented with information from other sources. 
 
Finally, the scope of the study was planned in order to fit the already set time frame of 
the project. Moreover, since the actual research was to be carried out in Singapore, 
due to a number of reasons, I had to be flexible regarding scheduling. Because the 
study was dependent on the company’s ability to host me, both in Singapore and 
London, the research did not start until in the middle of February 2013. However, 
because the finishing date was already set, the amount of time available was highly 
limited and the research had to be planned accordingly.  
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Case Study Results 
 
The following chapter is mainly based on information acquired from interviews with 
the case company CEO and other key personnel in managerial positions. However, 
the summarised material is also a result of everyday discussions in the office, 
management training sessions, formal and informal events and initiatives etc. All of 
which served as excellent forums for observation of cultural dynamics in the company 
to further validate the information acquired from the interviews. For an additional 
explanation of the history of the case company and the market conditions prevailing 
during the time of its foundation, see Appendix 1.  
 
The empirical result from this study is presented through storytelling, as the 
information collected is non-linear, fragmented, many voiced and collectively 
produced (Boje, 2001). According to Fontana and Frey (2003), interviews have 
become a widely used method of contemporary storytelling. However, Boje (2001) 
argues that storytelling is a method of simply retelling an event in chronological 
order. Because this chapter aims to reproduce the events in the case company in 2009 
based on various observations and interviews that has divulged in a vast amount of 
rich and detailed data, storytelling is considered to be a satisfactory method of 
presenting the results from the case study. 
 
*The case study company is here referred to as Indigo  
 

The Case Company 
 
This study has investigated one company operating in the telecoms industry in order 
to explore how cultural dynamics can affect the outcome of a change initiative such as 
merger or acquisitions. The company was chosen due to its active and relatively short 
history (10 years), which made it highly suitable for a case study evolving culturally 
related drawbacks during imposed change. In addition, the company had experienced 
issues in relation to a change initiative initiated by management due to a new business 
opportunity in 2008-2009. This particular event was thus chosen for this study in 
order to serve as a case study, or example, of potential outcomes when change is not 
planned, communicated and anchored sufficiently in the organisation prior to 
implementation.  
 
The researched company is a carrier neutral wholesale provider of network capacity 
and is present at numerous locations all across the globe. Last year (2012) it had a 
turnover of approximately 30 million US Dollars and it is currently employing over 
100 people, primarily situated in their offices in London and Singapore. The company 
does, however, also have local contractors in Hong Kong and Jakarta. The company is 
well positioned to enable and support their customer’s international gateway and 
connectivity requirements on a hosted or fully outsourced model. 
 
The primary objective for the case company is excellence in products, services and 
processes and this objective is of key importance in order to deliver a service 
experience far beyond customer’s current market standards.  The dividends of high 
customer satisfaction are considered a means of long-term growth for the company, 
security and development for their employees and profitability for their shareholders. 
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Subsequently, in order to remain relevant in an ever changing and constantly evolving 
market, the company makes sure to continuously educate employees and challenge 
their own thinking and actions at all times. Creativity, flexibility, agility, and 
resourcefulness are considered key features to excel and stay relevant. Each one of the 
departments and its people are consequently responsible to contribute through these 
features towards accomplishing the company mission.  
 

Contextual Background 
 
The studied company is a highly innovative telecommunications company and has, 
since its foundation in 2003, grown from a small, lean and creative company to a 
medium sized enterprise with a well-established name in the industry. Having 
developed at an exceptional rate since its establishment, both in terms of turnover, 
staff numbers and market share, the company have naturally faced certain elements of 
growth pain. The company has gone through a number of phases of restructuring and 
has in addition ventured into new geographical areas, which have added to the already 
challenging situation.  
 
To add to this, the expansion and restructuring mentioned have taken place over a 
relatively short period of time. The hiring rate of new employees has been steady 
since the outset, but the restructuring and the most intense phase of expansion 
transpired in 2009, when the senior management team moved from London to the 
newly opened HQ office in Singapore. Furthermore, a team was employed in 
Singapore to mirror the functions already in place in the London office. This, of 
course, was realised through a substantial amount of new recruits joining the company 
in 2009 and 2010, resulting in a major change for the company and its employees in 
general.  The move of the senior management and the integration of a new office into 
the company culture was a challenging task for everyone in the organisation, and as a 
consequence, generated some severe identity problems.  
 
At this point (2013), the company’s mission is to expand their position in the industry 
as the largest ‘Global Network Exchange’ and provider of global connectivity and 
managed network solutions in the carrier provider market. In order to fulfil their 
mission, a business strategy has been developed constituting a seven objective 
strategy to be accomplished prior to year 2015. Nevertheless, one of these objectives 
includes a M&As growth strategy with the intention to facilitate faster growth through 
geographical expansion and a broader service offering. Furthermore, the growth 
strategy is intended to provide the company with important licences and critical 
knowledge to allow for faster growth as opposed to providing the required capabilities 
in-house. 
  
Consequently, as a growth strategy such as M&As might be related to difficulties due 
to both internal and external dynamics. The management team in the studied company 
was curious about how such an initiative might come to affect employees attitudes 
and the innovative and creative company spirit that had been built up since the last 
comprehensive restructuring of company set up in 2009. The concern was thus 
regarding how to bring about this kind of change initiative without experiencing 
severe drawbacks related to soft aspects such as company culture and subcultures 
dilution and employee dissatisfaction. In order to investigate this fact, the endeavours 
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in 2009 were used as a case study of lessons to be learned when impeding change, 
especially in terms of leadership responsibilities of communicating change according 
to cultural dynamics. 
 
The expectation was consequently to find certain key characteristics when conducting 
this kind of change activities in a company with employees in different geographical 
regions and with different cultural backgrounds. Finally, the project was intended to 
provide suggestions on how to keep a positive company spirit and maintain and 
communicate company values and culture when facing rapid growth, especially 
through M&As.  
 
In accordance with the aforementioned background information of the project, it was 
subsequently decided that I should conduct the major part of the research at the 
headquarters in Singapore. Naturally, in order facilitate the arrangement of meetings 
with key people from the organisation with experience from the restructuring in the 
year of 2009. In addition, this approach also gave me the opportunity to experience 
the company from the Singapore point of view, which further made me realise why, 
and how, the problems back in 2009 occurred in the first place. Thereafter, I went to 
the London office to finally compile and finish the write up of the report. In the 
following part of this chapter, the endeavors challenging the case company in 2009 
will be explained in further detail.  

 
Diversification and geographical expansion – a triggering factor for internal 
turbulence 2009 
 
In 2007, the management team decided that the time had come for Indigo to leave the 
shores of Europe and expand into the Asian and Middle East markets. The Asian 
market was deregulated slightly later than the European, in early 2000, and the 
Middle Eastern region was deregulated a while later. This, however, made it crucial to 
address this market as soon as possible in order not to miss out on the opportunity to 
expand the business. As the targeting of the Middle Eastern market was somewhat 
more time critical due to the late deregulation, the CEO in the case company decided 
to move to Dubai to research the market and its potentials himself. By doing so, he 
would get a correct overview of the market and feeling for the situation in general.  
During his 5 months stay in Dubai he spoke to all players in the region, to thereby 
obtain a feeling for what the Middle Eastern companies had in mind in terms of 
business development. 
 
Moreover, in early 2008, that is, almost the same period of time as the expansion 
plans to the Middle East was taking place, it was decided to build a new data centre in 
London. This was, of course, a new era for Indigo and a substantial amount of money 
was invested in the facilities (3.5 million US dollars). Nevertheless, when the CEO 
came back to the London office after being in Dubai, the dynamic in the London 
office had changed in a negative way. Suddenly, the CEO felt distant and what were 
ones a close working collaboration had turned into something unfamiliar and strange. 
Especially, people in general had started to interpret things like the brand and the 
Indigo’s vision differently, and some even ran their own little race. 
 
Initially, Indigo’s whole business was based on quick day-to-day decisions, and the 
CEO did not just represent the company, but was often viewed as a personification of 
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the company and the brand. At that time, he was not only CEO, but head of sales and 
product manager too, and therefore, he was crucial for the everyday business.  Despite 
the fact that the CEO was back in the London office for a few months, the situation 
could not be fixed easily.  
 
From the establishment of the company back in 2003, the London office was located 
in various basic office spaces around London and in 2006 the company moved to 
Tabernacle Street in the city of London. But as the business grew, the office too, 
started to run out of space. This was at the same time as the execution of the plans to 
build a data centre in the nearby Telephone House emerged. Since nobody ever 
anticipated that the entire area would be needed for the data centre, a substantial part 
of the space was kept as an office area. Firstly, the operations and finance department 
moved to the new office, and this was when things certainly started to change. People 
drifted apart and began to do their very own thing, and walls were created where there 
was no need for it.  
 
In September 2008, the CEO decided to move to Hong Kong for a period of 4 months 
to establish an Asian presence and office area. Meaning that he only spent a few 
weeks in Europe before he moved back to Dubai in January 2009. Despite he only 
stayed in Dubai for two months, the gap in the organisation had become even wider 
upon his arrival. Although, the CEO did not have the possibility to deal with this issue 
straight away, as he moved back to Hong Kong in March, where he stayed until the 
summer. The problem was that people had started to isolate themselves, and 
especially, the finance division turned out to be a major issue. A contributing factor to 
this was the CFOs tendencies to engage in nepotism, resulting in a strong but negative 
subculture. What is more, the specific group of people answerable for the “kingdoms” 
that was created in the organisation were developing superiority or ego issues. All in 
all these aspects created a certain group of people in the company that acted in a 
highly inappropriate manner.  
 
In August 2009, the CEO moved yet again, this time to Singapore, where the 
company had recently acquired a local company that were running a data centre 
business. Due to this move, the distance between the leadership and the workforce 
became even wider, and in order to alleviate the impact of the CEO’s relocation, 
internal people got promoted and put in charge of the London office.  Due to 
inexperience, functional capabilities among these people were very limited, which 
generated problems.  According to several of the interviewees, it was a huge mistake 
to underestimate the fact that some people might be likely to take the opportunity to 
build their own empires once top management was absent. The CEO even admits that 
he was a bit naïve, and explains people as follows;  
 
“People will always say nice things to make you trust them, but don’t always verify it 
by action.”  
 
Subsequently, the CEO was left out and the geographical distance aggravated the 
situation even more. Besides, there were very few attempts to maintain the positive 
atmosphere among the rest of the people in the staff, as the ones operating in 
accordance to their own rules was there to influence the staff adversely.  
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When the data centre was acquired in Singapore, the board decided to move the head 
quarters there as well. When the whole management suddenly was absent, the group 
of people that were left with the responsibility for the London office started to 
develop huge ego problems, again, most likely due to inexperience and a lack of 
understanding of how to manage both people and business activities. This literally 
scattered the entire organisation as people started lobbying against each other, which 
further enhanced the shortage of team spirit. At this point, it dawned on the 
management team of Indigo they had made a huge mistake.  
 
Since top management was in Singapore at this time, the only thing they could do was 
to let go of the ones responsible for the emerging problems. By doing so, the people 
who created walls and killed the drive and passion among the others were finally 
eliminated.  Management realised that in order not to be left with a group of 
incompetent employees, and thereby loose people’s trust completely, they had to act 
quickly to sort things out. Basically, the management team had underestimated the 
effect of moving or relocating people who actually maintained a good mood in the 
office on a day-to-day basis. However, in the beginning of the history of Indigo, 
everyone in the office realised what had to be done naturally, as work was carried out 
on a somewhat ad hoc basis. Consequently, when local management was trusted to 
the wrong people, it got devastating consequences.  
 
When the CEO moved to Dubai for the first time he never could have imagined that a 
time difference of three hours could be that fatal.  Despite all communication could be 
done made via email, he still missed out on gossip and the everyday chitchat in the 
office. This was the main reason people made up their own reality and way of 
operating, in a very egoistic and self-serving manner. Naturally, everyone in the staff 
saw that some people had greater benefits than others, and thus started questioning the 
capability of the management team.  The effect was a creation of an even bigger gap 
within the organisation.  
 
Some people may have felt left behind during the extensive restructuring of the 
business and the relocation of the HQ to Singapore, the management team of Indigo 
were at the time confident that the people who were put in charge would be able to 
keep the spirit up in the London office. But as the subordinate managers felt neglected 
themselves, they were incapable of communicating the appropriate message to the 
rest of the workforce, and thus deteriorated the situation even more. The local 
managers basically wanted to run the business the way they had always done it, even 
though the HQ was not in London anymore. Despite that they were not in charge, they 
made their own decisions because they could. Basically, the company was run as if it 
was a small corner shop and the CEO concludes the situation by referring to two main 
issues;  
 
“Two issues; we underestimated what the distance and the move means and signals to 

people, and we appointed the wrong people to lead when times got tough” 
 
Today, the confidence and spirit is back and the management team is confident that 
the people in charge are capable and have the ability required to do their work 
properly. However, from this period of time some important lessons have been 
learned, as explained by Indigo’s CEO:  
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 It is imperative to create opportunities for successorship by having a number 
of people on stand by at all times 

 To become a manager requires a period of training and education, one can not 
merely say; “Now you are in charge” (3 out of 4 managers failed in Indigo in 
2009 due to lack of training and assessment of suitability)   

 First teach, and then let them run! 
 
Further expansion and development of product portfolio – Today onwards 
 
In the current situation, planning is a lot better and the business strategy is well 
developed. As a part of the new strategy, there has been a management-training 
course conducted for all line managers within the company. This program was 
specifically designed for Indigo, their market, challenges and business structure. The 
purpose of the training was to develop a strong middle management that is capable to 
run on its own by providing them with the appropriate tools and procedures. 
Furthermore, recruiting is now done in a far more critical manner, and in November 
last year (2012), the Indigo values and culture was re-launched.  
 
When the CEO moved to Dubai for the first time, people started to forget what Indigo 
was all about. Primarily, due to the fact that people did not link certain standards to 
the company, but to the CEO as a person. Because he was not there, people suddenly 
thought they did not have to do their job anymore. Basically, the employees did not 
realise why customers bought the company’s services, although the CEO was 
convinced that his people did know. Hence, the management training was designed to 
remind people of what they are doing and why, and what it means to be a leader and 
manager in the business. In the end, it all came down to;  
 
“Never underestimate the power of vision and communicating it. Otherwise, the good 

people will have nothing to aim for and might become bored and leave, and the 
company is left with the unwanted people without ambitions.” (Indigo CEO) 

 
Before the management training was put in place, the company had never really gone 
back to their values and aimed to communicate and embed them. Moreover, since 
there is only 25 % of the staff at this point that was with the company in 2009, it 
means that only ¼, theoretically, could communicate and distribute the culture and the 
values to the rest of the people in the company.  What makes the situation even more 
severe is the fact that no one in Singapore had been with the company longer than 
since 2009. The management team truly realised that this sort of predicament could 
derail the business completely.  
 
The management team did not only learn the importance of values and 
communicating them, but also experienced the importance of communicating change 
when it is ahead. People are highly mobile and have the possibility to leave a 
company whenever they want, therefore, it is crucial to create the right environment 
and make them understand what the business is all about from the start. By doing so, 
one will be able to benefit from their full potential. Especially, it is of major 
importance to give people a purpose, because, only then every individual can decide if 
it is the right purpose for them. 
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Likewise, this is one of the main reasons the recruiting process is a lot more extensive 
at this day. Skills are important, but people need to have the right purpose, personality 
and attitude. Since these are hard, or even impossible, personal traits to change, unlike 
knowledge, that can be acquired through appropriate training.  Subsequently, to hire 
the wrong person can be extremely costly and it is thus extremely important to get it 
right the first time. That is why, when potential recruits are interviewed nowadays, 
there are some policies that need to be followed.  
 
First of all, a clear job description is provided at all times, previously, the job was 
modelled around the person if he or she was perceived to be an interesting or nice 
individual in general. Now, some knock out criteria has been introduced in order to 
screen who is suitable for the role and who is not in terms of expertise. Following the 
interview, a short movie about Indigo is shown to recognize the interviewee’s reaction 
towards the company and its business. The CEO summarizes the foundation of a 
successful recruitment process as follows;  
 

“It is important to find the conscious freaks.” 
 
Furthermore, once people are hired, there is performance reviews carried out every 
second month, which are recorded and documented. By doing so, issues or 
shortcomings can be identified and managed at an early stage. 
 
Important to notice though, is the dissimilarity between the dynamic in the Singapore 
and London office. Since it was the London office that was struggling with most of 
the aforementioned issues. Especially, there are some major differences between the 
two offices. First of all, the people in Singapore fairly do what they are told and do 
not question it as long as the management team is around, otherwise, people in 
general will run on stand by.  In London, however, the spirit is great at this time and 
people are creative and capable of running the business on their own. Naturally, this 
state of mind and the spirit is something to strive towards in the Singapore office too. 
The challenge is thus how to encourage people to take their own initiatives and 
making them used to not have someone around to ask at all times.  
 
Secondly, in Asia, expectations on quality are high and service is critical, which 
means that mediocre behaviour is not acceptable (at least not in Japan, Hong Kong, 
Korea and Singapore). Constant delivery of high quality products is superior in 
Singapore, and that is also the reason why the operations centre was relocated to 
Singapore. Basically, due to the dynamics in the Singapore office, as previously 
mentioned, constant policy processes run better there. In London, on the other hand, 
the people can sometimes have a bit of a “cowboy approach” towards work execution 
and quality. In general, they are not very detailed, however, they move quickly and 
get things done. Likewise, to move around obstacles as they arrive obviously work to 
a certain extent, but is not a viable solution in the long run. 
 
Nevertheless, if these two cultures could be combined – meaning that the Singaporean 
and British way of operating would be merged into one – the CEO is convinced that 
something powerful could be achieved. Hence, in order to overcome the characteristic 
issues in each office, it is imperative to manage a mutual exchange of expertise and a 
shared understanding for the basic conditions in each office, to thereby create a 
mutual respect. That is, however, a great challenge to Indigo at the moment.  What is 
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more, a great benefit to the London office is that it had to grow up on its own during 
the last two years. Thus, Singapore still has a lot to learn, as they are still in some sort 
of maturing phase. Basically, this office needs to become more autonomous and out 
going and that is also why the management training was introduced in the first place. 
Namely, to provide the line managers with the right tools to further convey that 
message, as this is not really happening at the moment. 
 
Lastly, the major learning’s for the management team (as stated by Indigo CEO) will 
be summarised below to provide some guidance for future change management 
projects:   
 

 To build a proper succesorship is imperative to construct a strong middle 
management that has the ability to lead and inspire others.  

 Middle management needs to act and think alike in order to provide a 
consistent message from the top in order to create clarity further down.  

 Never underestimate communication and how to convey certain messages. 
 Imperative to make sure there are people around that can keep the spirit alive 

and do not try to isolate and create walls. 
 It is important to maintain confidence among staff and the perception that 

nothing has changed in a negative way during change processes. The biggest 
fear of change is that people start to assume what is going to happen and 
create perceptions that does not conform to reality 

 Not to forget the importance of communicating business strategy and vision 
properly so that people are not taken by surprise, explain and not just confront.  
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Analysis  
 
This analysis specifically goes back to the findings from the case company interviews, 
observations from various company events, informal meetings, management training 
sessions as well as other types of social activities and initiatives that I have been taken 
part in. All in all, these settings have given me a good understanding of the internal 
dynamics in the case company in general as well as the challenging events striking the 
company in 2009. The findings from the case study are further analysed in relation to 
the theoretical research below.   
 

Summary of Research Question and Objectives 
 
The major aim of this thesis paper was to analyse the implications of culture when 
planning and implementing change programs, with a special focus on M&As, in order 
to better manage clashes due to cultural discrepancies. That is, to increase the 
likelihood of achieving the intended goals and objectives of a change program by 
proactively preparing employees for the alteration of business, and by making 
management realise the prevalent cultural dynamics within groups and sub groups. 
Subsequently, the fundamental question is thus how to identify critical factors that 
should be considered by top management prior to engaging in change programs – and 
more specifically M&As – to facilitate the managing of potential drawbacks due to 
cultural inconsistencies. 
 
Moreover, in order to investigate some of the aforementioned critical factors prior to 
engaging in change programs, two cardinal theoretical fields were chosen to 
constitute the two cornerstones of the study, that is: organisational culture and 
change management. The selection of suitable theoretical fields appeared fairly 
natural following the discussions with the main contacts in the case company. A 
number of issues were identified regarding the events in 2009, which could in turn be 
traced back to in particular two distinct predicaments: troubles with aligning distinct 
subcultures and difficulties in communicating change programs sufficiently. 
Moreover, the interviews indicate a pattern of deficient communication regarding 
implications of the change as well as inconsistent leadership especially due to a 
misjudgement of certain employees’ capacity. The underlying dynamic of change was 
thus examined further, as well as the responsibilities of leaders in terms of 
communication prior to and during change implementation. 
 
The importance and implications of organisational or corporate culture were 
examined in relation to leadership’s responsibilities in terms of culture development 
and eventual maturation. By realising the meaning of leaders during culture formation 
and alternation, tools for managing culture could be provided to further support this 
process. Corporate culture was also examined on a subgroup level in order to realise 
the dynamics and the underlying power of culture, and thus, the significance of 
aligning subcultures to construct a stable culture, where the sub group members strive 
towards common corporate goals.  Finally, the benefits and implications of having 
well aligned subcultures in a mature company were studied to realise the ultimate 
value and power of being able to manage culture when engaging in change programs.  
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The second major theoretical cornerstone of this study is change management, as the 
nature of the research question is essentially about change and how change-related 
problems might be mitigated if leaders tailor the way they communicate to the 
observation of cultural dynamics in the organisation. Hence, the theoretical research 
particularly evolved around leadership and communication as these two features were 
identified as some of the key sources for the issues identified in the case company. 
Another important aspect of the theory evolving change management was the concern 
of how to prepare employees prior to change in the best possible manner. Especially, 
specific key tools and activities has been identified that might help leaders to better 
prepare employees for upcoming change. 
 
Nevertheless, leadership’s ability of communicating the intended message and to 
thereby achieve employee commitment was one of the main issues in the literature of 
change management (Molineux, 2013). This predicament was also clearly highlighted 
as one of the main issues for the company serving as a case study, as confusion and 
anxiety arose in several instances in the company when business altered due to 
restructuring and relocation, which ultimately had a negative impact on the 
company’s change efforts and subsequently on performance in general.  
 

The Implications of Understanding Cultural Dynamics 
 
The case study confirms many of the theories discussed in the reviewed literature. It 
was found that many of the predicaments that the case company encountered in 2009 
depended profoundly on the neglect of the significance and the dynamics of corporate 
culture and subcultures. Alvesson (2002) clearly highlighted the fact that the way 
people think, feel and act are all strongly affected by culture, and thereby, managers 
will always be managing culture in one way or another. Although, this fact was not 
fully considered by top managers in the case company, neither when parts of the 
company were moved to a new office building, nor when the management team was 
relocated to Singapore. According to the company’s CEO and the Marketing 
Manager, the alteration of business was mostly planned from a financial point of 
view, and soft factors such as company culture, values and people’s general need of 
cognitive and environmental stability were to a certain extent disregarded. 
Consequences stemming from an HR point of view were not, according to The 
Marketing Manager, sufficiently thought through. 
 
The predicament reinforce Schein’s (2010) claim that it is crucial to understand the 
dynamics of culture in order to thus understand people. Since the power of culture to 
some extent was neglected, this observation suggests, that the management team of 
the studied company did not fully realise how the change would affect employees, 
and what the consequences of this conduct might be. Therefore, since the dynamic of 
the own company culture was not fully realised, the leaders in the case company were 
taken by surprise once the change program was implemented.  
 
If the various levels of corporate culture had been identified and reflected upon in the 
case company, top management might have been better prepared to evaluate to what 
degree the employees, and thus the company, was ready, or prepared, for the 
upcoming change. That means, if such an evaluation had been conducted and 
awareness had been obtained, some of the consequences stemming from the 
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predicaments or problems that arose might have been possible to mitigate. Since an 
understanding for the dynamic of culture and subcultures was not in place, the 
leadership was not prepared for the anxiety and reluctance that arose in connection to 
the change. However, important to highlight, though, is that culture is an abstract 
notion, present among a variety of people with different opinions, beliefs and values. 
That implies, no matter how well management understands the nature and dynamics 
of culture, one will rarely be able to anticipate the effect of a certain event only by 
being aware of cultural dynamics. Cultural awareness can be argued to contribute 
with an understanding of the interpretation of human behaviours during times of 
substantial change, rather than being an ultimate recipe for company success.  The 
case study CEO explains the difficulties evolving cultural dynamics as follows: 
 
“Culture can be influenced, but only if there is a wide communality of similar values 
within the groups of the entire organisation. The complexity has increased since we 

moved from the silo organisations of the 90’s to an all interconnected and networked 
world. The culture will not stop internally it might end up on Facebook or Twitter!” 

 
This statement is further reinforced by Alvesson (2002) who claims that people’s 
ideas and values must be affected and changed in order to make any “real” change 
possible, that is, change on a cultural level. It might, however, be argued that this 
approach can interfere with people’s personal integrity. Although, Barley and Kunda 
(1992) opposes this statement and rather highlight the importance of shared beliefs in 
order to construct employee commitment: 
 
Although shared beliefs and values might blur the boundaries between self and 
organization, such commitment was said to imply no loss of individualism or 
autonomy. In fact, strong cultures were said to actually enhance autonomy, since 
well-socialized employees could be trusted to act in the organization's best interest. 
(Barley and Kunda, 1992, p. 383) 
 

The Meaning of Cultural Structural Stability 
 
According to Schein (1984), a mature company should strive towards obtaining 
cultural structural stability internally in the organisation. Because a culturally stable 
group indicates that the people constituting it share the same basic assumptions 
(norms, values, behaviour patterns etc.), which further provides meaning and 
predictability in the workplace. This is very meaningful as it might make the group 
members less anxious when being challenged by external or internal factors, which 
ultimately might reduce overall reluctance to change. 
 
It is difficult to argue how stable the case company’s corporate culture was prior to 
the first restructuring event, namely the financial department’s move to the Telephone 
house. When decision was made to open a new office and to relocate top management 
to Singapore, disorder within the corporate culture had already arisen. It can thus be 
argued, in accordance to Schein’s statement, that if the corporate culture had been 
stable, and if the group had shared the same basic assumptions, it would have 
simplified the restructuring of the company. Hence, to have stable and aligned 
subcultures that are flexible towards change is one crucial factor to strive for, as it is 
proven to facilitate the implementation of a change programme. The case company 
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experienced what impact one group of people can have on the entire company and 
what might happen when subcultures are not aligned. Specifically, one group of 
employees in the London office had a very strong perception about the move to 
Singapore, which influenced the rest of the company negatively. The Marketing 
Manager explains the situation as follows: 
 

“A sort of cancer hub of people that were supposed to be managers spread their 
thought pattern to everyone else in terms of comments, actions and things that 

managers shouldn’t say.” 
 
Before discussing how management can facilitate the development of a stable culture, 
it is important to realise what implications it has to the group of people actually 
constituting the culture or subculture. According to Schein (1984), a stable or sound 
culture creates meaning and predictability in employees’ work place, and this in turn, 
might make it easier for leaders to predict or interpret the behaviour of a group. 
Cultural stability also stimulates a reduction of anxiety in a work group, which further 
implies that reluctance to change might be mitigated if structural stability is achieved. 
In the case company, anxiety arose when internal restructuring was carried out and 
short after that, the entire management team moved to Singapore. The reluctance 
towards the move towards Singapore might therefore have been possible to mitigate if 
a stable culture had been present in the first place. Although, in the case company, 
cultural structural stability might have been difficult to achieve, as several subcultures 
were already unaligned and did not work towards a common goal and in the 
company’s best interest in the first place.  
 
Not only is a stable culture argued to potentially enhance the confidence among 
employees and thus reduce reluctance to change. But also, Schein (2010) argues that 
once a culture is established through a set of shared basic assumptions, and perceived 
as valid within the particular group, these assumptions are likely to be passed on to 
new members as the correct way of thinking, feeling and acting by the group itself. 
Consequently, it can be argued that one of the reasons the case company’s 
restructuring of business in 2009 was so challenging was due to a lack of stability 
within the corporate culture and subcultures. The culture or subcultures did not 
manage to provide the employees with comfort and thus confidence, and hence 
missed to fully entitle a positive character to the amendments of the business at this 
time.  
 
Instead, as people were already anxious and insecure in their working environment, 
the additional changes are likely to have been viewed as threats rather than 
opportunities by the employees. The London employees might not have facilitated the 
transfer of culture to the Singapore office to the same extent, as they would have done 
if they had felt secure and confident in their own context. Not only the lack of 
stability in the corporate culture was somewhat overseen by management during the 
restructuring of business in 2009, but also the fact that Singapore and London reflect 
distinct cultures per se. This statement is further justified by the CTO in the case 
company, who argues that it is impossible to copy and paste a business from a 
European context to an Asian without certain alterations, as these two regions operate 
according to distinct philosophies. This proves the significance of evaluating different 
cultural contexts before going into new markets in one way or another. Otherwise 
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drawbacks might arise that cannot be foreseen without a consideration and evaluation 
of soft factors. 
 

The Significance of Leader Presence and Consistent Leadership 
 
It has been shown, both from the case study as well as the theoretical research, that it 
is the leader’s ultimate responsibility to mitigate the source of anxiety outbursts 
within a group. However, if the leader fails to provide guidance and a predictable 
working environment, the group is likely to seek for another leader. This phenomenon 
was observed in the case company at the time when top management decided to 
relocate to Singapore, without properly qualifying the leadership potential of existing 
and newly appointed line managers to be in charge for the day-to-day management of 
the company in London. Consequently, certain people embraced the opportunity to 
lead and started to create own rules and ways of running the business. Top 
management did not support these actions, which created additional instability within 
the group and a lack of trust for top management. The importance of clear and 
consistent leadership is fairly clearly demonstrated, to primarily serve as means to 
construct a stable environment for employees, but also in order for leaders to obtain 
the desired trust and commitment. 
 
As previously mentioned, leaders have, according to Schein (2010), a number of 
available mechanisms that could help embed and transmit culture by reinforcing 
values and believes into the organisation. In particular, what is being measured, 
controlled and paid attention to on a regular basis has been identified as a significant 
tool for leaders in order to communicate their concerns and believes. This statement is 
further reinforced when looking into the drawbacks of the case company’s change 
programme in 2009. Because the management were almost purely focusing on 
financial records, market opportunities and potential revenue streams, rather than on 
how employees handled the relatively substantial amendments of business taking 
place. Management thus clearly showed that the way employees perceived the change 
were not paid any considerable attention, and as a result, anxiety levels among 
employees increased even further.  This observation also goes in line with Schein’s 
(2010) statement that many change programmes fail due to leaders inability to use the 
whole set of embedding mechanisms. The Marketing Manger summarises the issues 
and the weaknesses in leadership as follows:  
 

“Communication should have been much better. There should have been a plan on 
how to inform people on what was going on in terms of what they are doing, why and 

the timeframe.“ 
 
An employee that had been with the company for more than five years underlined the 
lack of communication during major change programmes in the organisation by these 
words: 
 

“We are a communication company but we don't communicate” 
 
Although, it should be highlighted that the success of a change programme is due to 
many reasons that interact, and it is therefore not possible to derive a particular 
outcome from a specific cause. However, it can be argued that leaders have a critical 
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responsibility to communicate the implications of change in order to thus encourage 
employees to engage in, and embrace the change programme as well. Schein (2010) 
summarises the meaning of cultural understanding as follows:   
 
“Cultural understanding is desirable for all of us, but it is essential to leaders if they 

are to lead.“ (Schein, 2010, p. 22) 
 
Another important aspect to consider when discussing the role of leadership is the 
presence of a leader or leaders during periods of substantial company growth. 
Namely, Schein (2010) claims that company culture – especially during times of 
major company expansion – is unlikely to persist if major culture carriers (such as 
leaders) depart. This is of such significance, as the case company’s CEO experienced 
this phenomenon on several occasions he moved abroad. Him as a founder, especially 
before moving to Singapore, was somehow put in resemblance to the company by the 
staff. Since he was not only CEO at this time, but head of sales and product manager 
too, he was crucial for the everyday work.  
 
This therefore implies, that part of the problems experienced during the restructuring 
can be related to the fact that the CEO departed in a time of major alterations of 
business. Moreover, it shows the importance of having a leader, or leaders around that 
is able to create stability and thus reduce anxiety during unpredictable times. In 
addition, this reaction was further enhanced when the whole management team was 
relocated to Singapore during a time when the London office was already 
experiencing inconsistency and anxiety due to various reasons. Resulting in increased 
confusion among employees, as the ones that were supposed to lead, were suddenly 
absent. Conclusively, it has been shown that leader presence might be of major 
significance when trying to create stability in a work group prior to and during 
change. 
 

The Significance of Creating Subculture Alignment Prior to 
Upcoming change 
 
Another important aspect for leadership prior to upcoming change is to consider the 
significance of creating subculture alignment. Because, according to Schein (2010), a 
lack in subculture alignment is likely to obstruct the strive towards common corporate 
goals in the macro context. This applies to the case company, as a number of sub 
groups were formed in the absence of top management in 2009, when internal 
departments were relocated locally and top management moved to Singapore. This, 
amongst other things, may later on have hampered the work of integrating the 
employees in the Singapore office with the corporate culture, as the culture in the 
macro context were not aligned and thus stabilised. It is somehow indicated, that 
people in one distinct subculture is capable of obstructing the work of an entire 
organisation, unless subcultures is aligned. According to Schein (2010), a single 
subculture is unlikely to solve complex problems by itself, and therefore, 
communication across boundaries is crucial in the work of creating mutual 
understanding. The Marketing Manager further describes what a situation like the 
aforementioned may imply: 
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“Information was shared but it was on a high-level and not in terms of what it would 
actually mean to specific groups of people. Also, there was no culture education, as 

people in Singapore were not properly introduced to the people in the UK. No 
integration of job roles to understand the cultural differences.” 

 
This kind of mutual understanding was further proven to be somewhat insufficient in 
the case company at this time, as a feeling of “us” and “them” became evident. Not 
only because the company was split into different geographical locations.  But also on 
a subgroup level, as inconsistencies emerged among the various subgroups in the 
London office, partly due to middle management’s inability to lead and encourage the 
workforce. Schein (2010) argue that the likelihood of a misalignment of subcultures is 
increased when a company aims to reinvent themselves through new technologies 
and/or environmental conditions. This was partly proven in the case company as new 
technologies and a restructuring of business was engaged in at approximately the 
same time, and as a result, anxiety and confusion among employees increased further. 
Not only because the ones that were supposed to lead were absent during a 
challenging period of time, but also due to the fact that a number of change initiatives 
were carried out at approximately the same time.  
 
To align subcultures can thus be argued to be one of the prerequisites when aiming to 
prepare a group or company for upcoming change, as it could enhance the chance of 
mutual cooperation towards a common goal. The case company CEO summarizes the 
two main issues during the restructuring in 2009 as follows;  
 
“Two issues; we underestimated what the distance and the move means and signals to 

people, and we appointed the wrong people to lead when times got tough” 
 

Critical Factors when Planning and Implementing Change 
Programmes 
 
According to Burnes and Todnem (2011), leadership and change are two of the most 
important issues facing modern organisations. Especially, change management and 
enterprise development is an increasing concern for companies at this time, as 
organisations struggle to cope with technological advances, globalisation, 
denationalisation and deregulation. Furthermore, Fiedler (2010) illustrate the 
significance of change management as a means for companies to adjust to an ever 
changing market as follows:  
 
“Social systems such as organizations can survive in a dynamic environment only, if 

their speed of learning and changing meets the dynamics of the environment…” 
(Fiedler, 2010, p. 370) 

 
That change is inevitable or more or less necessary for companies that aim to excel or 
keep up with current market competition in their industry is obvious.  However, to 
impose change has been proven to be a challenging task, as most companies do not 
succeed in achieving intended outcomes once change has been implemented. Previous 
research argues that it is leaders prime task to implement change in order to maintain 
and enhance the success of the organisation. Important to realise is therefore why so 
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many change programmes fail and what leaders’ responsibilities are when imposing 
change.  
 
After the interviews had been conducted with people in the case company, it became 
evident that two of the most important factors when embarking upon a change 
programme are consistent leadership, as well as sufficient and clear communication 
through all stages. In the case company, this became particularly evident at the time 
when management announced a move to Singapore with relatively short notice, 
without giving any deeper explanations of main reasons for the restructuring and 
amendment of business offering. Management basically imposed change without 
anchoring the upcoming amendment of business among the workforce, which in turn 
generated a high level of anxiety and reluctance among employees once the change 
was implemented. This situation was revealed through a lack of stability in the 
working group, which was caused mainly due to employees’ incomprehension 
regarding the underlying reasons for the imposed change. The Marketing manager 
highlights this issue as follows:  
 

“Also it is important to mitigate recentness by informing people about what is 
happening and where they will fit in the new setting.” 

 
Moreover, a vast number of the employees perceived a variety of previous procedures 
and working methods as flawless, and therefore, the actual workforce did not see a 
valid reason for the move of the management team and a change of routines. The 
relocation of some departments and the management team’s move to Singapore were 
collectively viewed as a violation towards the initial way of working, this is the 
inherent team spirit and innovative culture that had emerged as a result of many years 
of collaboration. Since the upcoming change was not communicated and thus not 
anchored in the organisation sufficiently, dissatisfaction and a lack of understanding 
permeated the company for a relatively long period of time.  This situation clearly 
shows how deeply rooted a culture can be due to a shared history and how much 
dissatisfaction can arise when the group’s dynamic is threatened. Schein (2010) 
further argues that all groups with a shared history will develop a culture. Based on 
the case study, it has been shown that a shared history may not only create a stable 
corporate culture, which is hard to amend. What is more, it may stimulate certain 
ways of operating that can be hard to influence once the culture is merged or exposed 
to another culture.  
 
Based on the theory of the dynamic of culture and the described events in the case 
company, it is noted that communication is a powerful tool that is likely to be 
underutilized. It can further be argued that communication is critical in order to 
construct clarity and thus stability within a workforce in the long run. The 
dissatisfaction and anxiety that arose in the studied company at this time, at least 
partly, might have been avoided if the reason and implications of the change had been 
communicated in a way that provided the group with the comfort that nothing would 
change for the worse. The case company CEO states his opinion about the 
implications of realising the importance of clear and preventive communication as 
follows;  
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“Never underestimate the power of vision and communicating it. Otherwise the good 
people will have no directions and nothing to aim for. They might even become bored 

and leave.“ 
 
The Marketing Manager also identified a lack of communication as a major reason for 
the experienced drawbacks during this period of time and expressed his concern as 
follows: 
 

“Communication should have been much better. There should have been a plan on 
how to inform people on what was going on in terms of what they are doing, why and 

the timeframe. “ 
 

The CEO further stressed the importance of communicating change in order to 
maintain confidence among staff throughout the whole transition period. Otherwise, 
he claimed, some people might create their own reality of what is happening and what 
impact the change will ultimately have. It can thus be argued that communication is 
critical for leaders when aiming to gain acceptance regarding change among 
employees.  
 
Schein stresses, as mentioned above, that leaders have a number of powerful tools to 
communicate their intended message. In line with this statement, the case company 
CEO clarifies the significance of thoroughly explaining business strategy and vision 
instead of only confronting employees with it prior to change. He claims that, by 
doing so, confidence among staff is more likely to be stabilised and maintained. 
Therefore, it can be argued that leaders should be aware of the tools available for 
communicating the intended message prior to and during change, while at the same 
time being sensitive towards the question whether the right message has been 
perceived. Once confidence is maintained, and staff is well aware of on the upcoming 
development and their role in it, the likelihood of anxiety and ultimately reluctance 
arising during change implementation might be reduced. Pettigrew (1979, p.577) 
further highlights the significance of leaders ability to communicate vision:  
 

“The vision will state the beliefs, perhaps implying a sacredness of quality to them, 
use a distinctive language to define roles, activities, challenges, and purposes, and in 

so doing help to create the patterns of meanings and consciousness defined as 
organizational culture.” 

 
The question is thus how leaders better can manage change related issues and prepare 
employees in order to reduce anxiety and ultimately reluctance to change. Armenakis 
et al. (2012) has identified a number of aspects that is argued to affect individuals and 
groups readiness for change: 
 

1. The individuals belief that change is needed,  
2. That he or she has the capacity to successfully undertake change  
3. That change will have a positive effect or outcome for his or her job role.  

 
According to the Marketing Manager and the CEO in the case company, information 
was only shared on a high-level, implying that the benefits of the change programme 
were not communicated in enough detail to specific groups of people. Meaning that 
individuals and certain groups may not have been convinced that the change was 
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needed and would generate significant benefits on a personal level, that is, for their 
job role. According to the CTO in the case company, it was somehow assumed that 
staff would follow the change automatically, and no particular consideration was 
therefore given to employees’ initial perception regarding the change.  
 
The fact that the Singapore workforce was not properly introduced to the people in 
London might also have caused anxiety due to a fear of job loss among the London 
people. A natural implication is that there might have been concerns that the change 
would have a negative impact on their job role. Further, according to the Marketing 
Manager, the London staff was in general discontent with the performance of the 
Singapore office, which created an even greater incomprehension regarding the 
incentives of expanding to Singapore. However, whether the employees felt as if they 
had the capacity to undertake the change successfully is not entirely clear. Although, 
due to the lack of understanding and the dissatisfaction that emerged among the 
London workforce concerning the change, the employees are unlikely to have felt 
fully prepared prior to and during the restructuring of business.  
 
Armenakis et al. (2012) summarises how employee attitudes might be affected by 
communication as follows:  
  

“Empirical research has demonstrated that high-quality change communication 
increases acceptance, openness, and commitment to change. Furthermore, the failure 
to provide sufficient information or providing poor-quality information can result in a 
number of problems, including cynicism about change and widespread rumors, which 

often exaggerate the negative aspects of change” (Armenakis et al. 2012, p.122) 
 
Due to the meaning of evaluating change readiness among employees before 
implementing change, leaders should make sure such an evaluation is carried out prior 
to the implementation of a change programme. Once an awareness regarding 
employees’ overall attitude towards change is realised, appropriate actions can be 
implemented prior to change in order to further improve employees’ readiness for 
change. By communicating why change is needed, how it will affect people on a 
personal level and by making sure that the right tools are provided to undertake the 
change successfully, leaders might be better prepared for the eventual outcomes and 
reactions a change programme might impose. In particular, it has been shown how 
important it is to consider soft factors when implementing change in order not to 
overlook the meaning of employees’ attitudes prior to and during change.  
 

The Importance of Evaluating Cultural Company Fit when 
Engaging in M&As 
 
The implication for leaders to understand the dynamics and power of organisational 
culture has previously been discussed from a general perspective. Building on this, 
this report also aims to study the implications of evaluating company fit in terms of 
culture when engaging in M&As. According to Gates and Very (2003) and 
Grundström et al. (2011), M&A initiatives generally tend to constitute a challenging 
task for managers in the acquiring company. Schein (2010) stresses the neglect of 
cultural aspects when evaluating company fit as a reason for the high failure rate. This 
phenomenon was observed in the case company, as management disregarded the 
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meaning of evaluating employee readiness to change in terms of soft factors and only 
considered expansion from a financial and strategic point of view. In line with this 
observation, Schein (2010) as well as Lee et al. (2011) argue that management in 
acquiring companies is usually careful in evaluating financial strength, market 
position and management strength, but tends to neglect soft factors. To evaluate 
company fit in terms of cultural dynamics can thus be argued to be of major 
significance, as a holistic picture of the prospective outcomes might not otherwise be 
achieved. 
 
Even though the case study was initially carried out to evaluate cultural dynamics 
during internal company restructuring, some of the findings can be applied to 
culturally related drawbacks in M&As. In particular, the troubles of integrating the 
Singapore philosophies or culture into the case study company’s corporate culture is a 
testimonial to what impact soft aspects can have on the result of a change programme. 
This statement is further reinforced by Haspeslagh and Jemison (1987), who argues 
that integration is the primary source of acquisition failure, as it has been found that it 
may cause employee anxiety, management turnover and cultural clashes. That is, 
emotional states that were observed among people in the case company when trying 
to integrate them with a distinct cultural context. The research of the restructuring in 
the case company therefore reinforces the assertion that integration is a main issue 
that has to be taken seriously when two cultures are to be merged.  
 
Moreover, the importance of evaluating company cultural fit does not only relate to 
the case study in terms of arising discrepancies due to distinct corporate cultural 
dynamics. But also, the case study elevates the meaning of evaluating people’s 
perception and attitudes towards the merger or acquisition in general. In the case 
company people were, before the great expansion and restructuring, an intimate team 
with great passion running the business based on everyday decisions. Not a lot of staff 
was added and people created a tight group of individuals with a certain way of 
operating. However, when restructuring and expansion eventually were carried out, 
and the company grew from a small to a medium sized enterprise, many of the initial 
employees tried to cling on to the old way of operating.  
 
In order to adjust to the fact that top management was relocated to Singapore, some of 
the initial employees were entrusted to lead when the company expanded. However, 
their suitability as managers had not been evaluated on a deeper level, and the 
aforementioned drawbacks arose. This implies that employees’ readiness to change 
needs to be evaluated on a deeper cultural level, rather than just in terms of fit 
between the acquirer and the acquired company. Also, it shows the importance of 
entrusting leadership to people that are likely to facilitate change rather than working 
against it. This further implies that a relatively small company that is planning to 
merge with or acquire another company, should be aware of the fact that it might 
imply a substantial amendment of business, which people in the organisation are not 
sufficiently prepared for.  
 
According to Alexander et al. (2010), some of leaders’ key responsibilities during 
M&As are to communicate the need for change and to subsequently mobilise 
subordinates to support the change. In the case company, neither of these activities 
was properly carried out, as leadership were entrusted to people with insufficient 
capabilities. The entrusted leaders managed the company’s operations in a self-
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beneficial manner and only mobilised subordinates in ways that favoured their own 
sub group. Because middle management’s leadership capabilities were limited, 
communication and mobilising efforts were inadequate, if not non-existent. 
 
Leadership has been shown to be a critical aspect in all type of change programmes 
and therefore it is desirable to evaluate leaders’ specific responsibilities during M&As 
as according to previous research. Schein (2010) has identified leaders main roles 
when engaging in M&As and the most important once are: 
 

1. Leaders must understand their own culture well enough to be able to detect 
where there are potential incompatibilities with the culture of the other 
organisation.  

 
2. Leaders must be able to decipher the other culture to engage in the kinds of 

activities that will reveal to them and to the other organisation what some of 
its assumptions are.   

    
These responsibilities are reinforced by the findings in the case study. Some of the 
drawbacks experienced in the case company can be argued to stem from leaders 
inability to consider and understand the impact and meaning of culture. Because the 
dynamics of the own corporate culture was not significantly evaluated prior to when 
the change was implemented, the leaders were taken by surprise once the change was 
imposed. It can be argued that if leaders in a company do not evaluate the own 
company culture dynamics prior to change, it might be hard to implement change due 
to merger or acquisitions successfully, especially because such an initiative is said to 
require an accurate assessment of both parties involved.  
 
However, this kind of initiative might not only entail difficulties due to distinct 
corporate cultures, but can also cause cultural discrepancies due to distinct 
geographical locations. Singaporean culture is different from the London culture in a 
number of ways, but this fact was to some extent neglected in the case company. 
Based on the case study, it was consequently shown that culture should be evaluated 
both from an inter-company point of view, as well as from a market place perspective. 
This means that if management in the case company had been aware of the distinct 
cultural environments and how they might affect the outcome, as well as how change 
can generate confusion and ultimately reluctance in general, some of the drawbacks in 
2009 might have been possible to mitigate.  
 
In conclusion, it is imperative for leaders to understand the underlying dynamics of 
culture in order to realise how it can be influenced. When leaders understand the 
dynamics of cultures and subcultures and how to manipulate them, more appropriate 
decisions can be made once cultures are to be integrated due to M&As. Schein (2010) 
summarises this statement as follows: 
 
“The most central issue for leaders is to understand the deeper levels of a culture, to 

assess the functionality of the assumptions made at that level, and to deal with the 
anxiety that is unleashed when those assumptions are challenged.” (Schein (2010, 

p.32) 
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Conclusion 
 
The purpose of this study was to investigate what culturally related responsibilities 
leaders in innovative SMEs have when preparing employees prior to M&As and 
significant change in general in order to reduce reluctance towards this change. The 
strategy was to study how cultural dynamics influence people’s mindset and actions 
in order to recognise what key aspects leaders need to be aware of when 
communicating change in terms of soft factors. The significance of this subject is 
proven by the observation that most M&As fail due to the neglect of the meaning of 
communicating soft factors. This awareness was further expected to ultimately 
mitigate problems related to cultural differences that might arise once a change 
programme has been implemented (Grundström et al., 2011; Schein 2010).   
 
This study has been carried out with a main focus on the dynamics and power of 
organisational culture as well as challenges related to change management. These two 
theoretical areas have further been brought closer together by studying the 
significance of communication and leadership responsibilities when planning and 
implementing change. The study is mainly based on previous research by two 
important gurus in the field of organisational culture, namely Schein (2010; 1997; 
1984) and Alvesson (2002; 1989). Change management, on the other hand, has been 
investigated based on previous work by numerous researchers’ work such as Burnes 
and Todnem (2011), Armenakis et al. (2012), Krüger (2009) and Lies (2012). 
 
During this study, four formal unstructured interviews and a number of informal 
meetings were conducted at one case company operating in the telecom industry. 
Additional information was acquired through participation in various company 
events, informal meetings, management training sessions and other types of social 
activities and initiatives. All of which contributed to establish a good overview of the 
drawbacks related to a major change initiative carried out in 2009, as well as an 
understanding for the cultural dynamics prevailing in the case company. The focus of 
the research has been on drawbacks during change programmes stemming form 
culturally related issues and how these may be handled. In particular, leadership and 
communication were found to be two of the most critical aspects when planning and 
implementing change in order to properly prepare employees and mitigate overall 
reluctance to change.  
 
Findings from this study clearly highlight the significance of strong and consistent 
leadership during times of major change. First of all, leaders have been found to have 
key responsibility in communicating why change is needed and how it will affect 
people on a personal level in order to reduce anxiety among employees. Secondly, 
they are important for culture formation and development as they have a number of 
embedding mechanisms, all of which can influence cultural dynamics of a group. 
Lastly, leaders have a substantial responsibility in forming cultural structural stability 
within a workforce to thereby increase employee readiness prior to change. Schein 
(2010 p. 32) summarises leaders responsibilities in relation to cultural dynamics as 
follows: 
 
“The most central issue for leaders is to understand the deeper levels of a culture, to 

assess the functionality of the assumptions made at that level, and to deal with the 
anxiety that is unleashed when those assumptions are challenged.” 
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Besides the above findings related to leadership and its influence on employees’ 
reluctance to change, this study aimed at investigating three interlinked sub questions 
that all together were supposed to provide an answer to the main research question of 
this study. The findings from this research in regards to each and every question will 
be further discussed below. 
 

 What impact do cultural aspects have on people’s general perception to 
imposed change and what is the meaning of understanding this dynamic? 

 
People’s basic underlying assumptions of reality strongly affect the way we think, feel 
and act, and it is the pattern of these basic assumptions that according to Schein 
(2010) can be referred to as “culture”. However, if these basic assumptions are 
questioned or challenged through imposed change, anxiety is likely to arise, which is 
a highly undesirable state for the human mind to be in. It has been shown that a stable 
company culture and stable subcultures, which are aligned to strive towards a 
common goal, are likely to reduce the risk of reluctance among employees as it 
provides them with comfort and meaning. Consequently, a group of people might not 
be part of a structurally stable culture or subculture if they do not share the same basic 
assumptions, and when this group is challenged by internal or external factors, 
anxiety and reluctance are probable to arise.  
 
Once the dynamic of how cultures and subcultures arise, develop and interact is 
recognised, an understanding for people’s beliefs, feelings and actions can be 
established. This means that an understanding of the reactions occurring as a result of 
imposed change can be better understood and interpreted by leaders or other people 
responsible for the change initiative. Ideally, leaders and managers will be better 
prepared to evaluate change readiness among employees, as preventive actions might 
be put in place before potential reluctance towards change has already been identified. 

 
 How should leaders mediate impending change to employees in order to 

reduce overall reluctance to this change? 
 
According to Burnes and Todnem (2011), one of leaders’ primary tasks is to bring 
about change in order to maintain or enhance organisational success. Previous 
research has shown that as many as 70 % of all change initiatives fail to achieve their 
intended outcome (Bessant and Haywood, 1985; Crosby, 1979; Hammer and 
Champy, 1993). Furthermore, it is leaders’ ultimate responsibility to mitigate anxiety 
and create a stable working environment to thereby obtain desired trust and 
commitment from the entire organisation. To accomplish this, leaders have been 
found to have a number of embedding mechanisms to influence employees and thus 
their cultural perceptions. In particular, what leaders pay attention to, measure, and 
control regularly has been found to be of significant importance when preparing 
employees for upcoming change, as it signals the leaders’ greatest concerns on a daily 
basis.  
 
As aforementioned, sufficient communication has been found to be a prerequisite in 
change initiatives in order to reduce the risk of negative associations to change and 
thus overall reluctance. Furthermore, Armenakis et al. (2012) have identified three 
critical factors that will affect employees’ perception regarding imposed change, 
which all can be influenced by the means of appropriate communication.  In 
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particular, these are the belief that change is needed, that the individual has the 
capacity to undertake change successfully and that it will have a positive outcome for 
his or her job role. This implies that leaders must evaluate what needs to be 
communicated at what time in relation to each and every individual or group prior to 
anchoring the implications for change. Because by doing so, each individual or group 
will be prepared based on its distinct circumstances and perceptions, which ultimately 
might help to create an overall positive attitude towards change among employees. 
 

 What is the significance of evaluating company fit in terms of organisational 
culture and subcultures prior to M&As?  

 
Previous research shows that merger or acquisition initiatives most often fail due to a 
neglect of cultural dynamics when evaluating company fit (Schein, 2010; Grundström 
et al., (2011). This study has further shown that change programmes in general tend to 
fail due to incapability of realising the power and impact of cultural dynamics when 
evaluating prospective benefits of the initiative.  That is, the meaning of cultural 
dynamics on the way people think, feel and act is overseen, which later on may lead 
to unforeseen drawbacks related to the change. Despite the fact that the initiative 
initially proved to be a good idea based on an assessment of hard factors – such as 
financial data and market position – it failed due to factors of a cultural or soft nature.  
 
In line with this finding, Balmer and Dinnie (1999) further emphasise the meaning of 
evaluating company fit in terms of organisational culture by stating that corporate 
identity may increase the probability of success in acquisitions. As previously 
mentioned, stable and aligned subcultures help creating predictability and meaning for 
employees in the workplace. This implies, in accordance to Balmer and Dinnie 
(1999), that if the acquirer has a stable culture, it might be better prepared to stay firm 
when being challenged through a merger or acquisition. It has also been shown that 
stable cultures create less anxiety among employees, which in turn can increase 
employee commitment. Since stable cultures are found to better stay firm when facing 
change, it implies that dilution of the own corporate culture might be reduced when 
being challenged by internal or external factors. 
 
Haspeslagh and Jemison (1987) argue that integration is the primary source of 
acquisition failure, as it has been found to cause employee anxiety, management 
turnover and cultural clashes (Grundström et al. 2011). This statement further 
emphasises the meaning of evaluating cultural fit. Both of the own organisational 
culture and subcultures as well as the acquired company’s, in order to reduce the risk 
of failure by creating a holistic picture of the potential of the change initiative. 
 
Finally, this study has shown the importance for leaders to be aware of the tools 
available for communicating the intended message prior to and during change, while 
at the same time being sensitive towards the question whether the right message has 
been perceived or not. By doing so, the work of anchoring upcoming amendment of 
business among the workforce might be simplified, which in turn may increase 
overall employee acceptance to change.  
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Contributions to Previous Literature 
In accordance to previous literature (Lies , 2012; Alvesson, 1989), it was found that 
soft factors tend to be neglected when change programmes are planned and eventually 
implemented. Lies (2012) argue that change in general is executed with a focus on 
hard factors such as key financial data, although change failures often tend to be 
explained as a result of a misconception of factors related to culture, values and basic 
assumptions and other soft factors. In particular two of the interviewees in the case 
study further highlighted the focus on solely hard factors as one of the main reasons 
for the drawbacks the case company experienced in conjunction to a change 
programme carried out in 2009.  
 
This study has contributed to initial studies by demonstrating the significance of good 
leadership in order to create corporate culture stability and a feeling of trust for 
management prior to change. Previous research evolving leadership and culture has 
specifically highlighted the importance of charismatic leadership in order to 
encourage and inspire employees (Van den Berg et al., 2012). This research has 
proven that leaders’ ability to create stability and meaning among employees is at 
least as crucial a factor when aiming to reduce anxiety and ultimately reluctance to 
imposed change. In addition, this study has shown that cultural fit is not only 
important to be carried out in between companies, but also in terms of market 
environments. Cultural discrepancies are as likely to arise due to distinct geographical 
locations and thus cultures, as they are in between distinct corporate cultures. 
 

Recommendations for Future Research 
 
Findings from this study clearly highlight the importance of evaluating employee 
readiness to change in respect to soft factors prior to imposing change. This is 
particularly essential in order to stimulate a mitigation of potential overall employee 
reluctance to change. However, important to notice is that the success of a change 
programme is a result of a number of both soft and hard factors that interact, which 
makes it impossible to derive a specific cause to a certain effect or impact. Therefore, 
it would be interesting to conduct this study from a holistic perspective, where soft 
and hard factors are investigated separately as well as the result of their interaction.  
 
Data in this research has been collected from one case company in the telecom 
industry. Findings from this research may thereby not reflect the entire industry or be 
perceived as valid for companies in other business segments. Therefore, it would be 
interesting to first of all study several similar companies to fully realise the meaning 
of soft factors in change programmes, and to investigate the credibility of the study 
further.  
 
Soft aspects have been shown to have profound impact for the success of a change 
programme in an innovative SME.  However, soft aspects may have varied impact 
depending on business segment, size of the company and internal cultural dynamics. 
To study if the impact of soft factors is of the same significance in other settings, it 
would be of great interest to study companies in various industries or business 
segments.  
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Appendix 1 – Preliminary study of the case 
company  
 
This appendix will first of all provide a background story of the prevailing market 
conditions during the foundation of the case company in 2003.  Thereafter, a 
historical retrospective with focus on vital events for the growth and development of 
the company, from the start up until 2009, will be specified. These cardinal 
achievements, milestones, drawbacks and difficulties are further discussed in order to 
recognize why, and how, problems related to the restructuring in 2009 could arise in 
the first place. The appendix is based mainly on information acquired from interviews 
with the case company CEO and other key people in managerial positions in the 
organisation. However, supplementary information from company presentations, 
brochures, internal documents, the company website and news articles from The 
Economist etc. has been widely used as well.  
 
*The case study company is here referred to as Indigo  
 
Background – the telecom industry before 2001 
 
In between 1997 and 2001, the market conditions for actors planning to invest in 
telecom companies or networks changed dramatically a result of the great telecom 
crash in 2001. In broad terms, the telecoms crash was primarily due to a 
misjudgement of data traffic growth, and in an article from The Economist in July 
18th it was described as follows;  
 

“The simple one is that too many firms got caught up in Internet mania, assumed 
astronomic rates of traffic growth and, egged on by bullish investors, started building 

networks to carry that traffic.“ 
 
In order to dig deeper into the most prominent factors triggering the crash, one could 
claim that it was mainly due to two essential reasons, namely a timing error and a 
collective error. The first reason, the timing error, was basically due to the fact that 
market players misjudged the timing of the effect that the Internet traffic growth 
would have upon global telecommunications networks. In 1999, data traffic 
outreached voice traffic, which had been dominant in terms of bandwidth usage up to 
this date. What is more, Internet Service Providers then claimed to notice that the use 
of data traffic doubled every 3rd months, meaning that in order to meet the almost 
infinite demand, vast amounts of fibre-optic cable had to be laid.  
 
As a result, the industry was full of excitement, optimism and enthusiasm, and 
telecom companies consequently started to invest in an unprecedented way. 
Subsequently, an array of new Service Providers was born, and between 1997 and 
1999, the revenues of the Telecom Equipment vendors rose to incredible levels. The 
major problem, however, was that too many firms decided to build almost identical 
optical networks without, being certain about the actual demand. In the US, more than 
a dozen national fibre backbones were constructed, and simultaneously, a comparable 
situation took place in Western Europe, causing problems of the nature explained 
below.  
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In the end of year 2000, the unthinkable ensued; Internet traffic growth decreased and 
ended up much below the initial forecast. Because of network optimization initiatives, 
Internet traffic doubled every 24 months instead of every 3 months, as previously 
predicted, meaning that former investments were no longer justified. Market players 
altogether made the same mistake, namely, misjudging the time when traffic would 
drop and reach more reasonable levels. Consequently, bandwidth became abundant 
and the crisis was a fact. Several Service Providers went bankrupt while some 
managed to survive due to various cost saving initiatives. Naturally, all investments 
were stopped and as a consequence their suppliers, the Telecom Equipment vendors, 
ended up in serious financial distress. Some big companies managed to survive by 
downsizing the workforce, although, a number of small companies were not able to 
handle the new conditions, and consequently, disappeared. Not until the year of 2003, 
the situation were somewhat stabilized again.  
 
The second reason, the collective error, refers to the fact that all market players 
altogether made far too optimistic assumptions about the market. Nevertheless, not 
only Service Providers misjudged the situation, but also Equipment Suppliers, 
Bankers and Financial Analysts based decisions on incorrect facts and numbers, and 
therefore, made far too optimistic assumptions about the potential of the telecom 
industry in general. 
 
Moreover, together with Enron, Dynegy was one of the biggest players in the telecom 
business before the telecom bust in 2001. As with Enron, the company did not have a 
background in the telecom industry, but from the energy commodity sector. In 2001, 
Dynegy did like so many others, and decided to invest in telecom infrastructure in 
both America and Europe. Furthermore, Enron was the designated leader in 
bandwidth trading in 2000´s, and it is not a coincidence that Indigo decided to fine-
tune this concept almost 10 years later. Besides, Dynegy had a wholesale play, 
meaning that they sold optical transmission services (SDH, Ethernet) to other service 
providers. 
 
From 1997 until around 2000-2001, deregulation took place all around Europe, and 
was therefore a contributing factor to the reason why so many contenders decided to 
invest large amounts of money in network infrastructure in the late nineties. In Europe 
alone, multiple Pan European high capacity fibre networks were deployed, and due to 
the great assets, various actors started to sell fibre capacity to other operators. This, on 
the other hand, lead to the creation of at least 15 different enterprises, offering the 
same product. Naturally, it eventually became evident that there would be problems 
with over supply further down the way.  

Furthermore, Dynegy was one of the first companies to have a Pan European 
infrastructure. Although, instead of building the infrastructure in-house, a company 
called Iaxis was acquired in March 2001, and Dynegy Europe Communications was 
formed. Iaxis, in turn, approached the national operators or former Posts, Telegraph 
and Telephone companies (PTT’s), such as Sunrise in Switzerland, or utility 
companies, such as Gasline in Germany etc. and acquired fibres in each respective 
country. Meaning that Iaxis pieced the network together with domestic infrastructure, 
which was a considerably quicker method than building its own infrastructure from 
scratch. At this time, Dynegy was one out of 15-20 Pan European capacity players on 
the market, and since the foreseen Internet bubble never occurred, several companies 
went into bankruptcy. This was especially due to the deregulation starting in 1997, but 
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also because of the aforementioned misjudgement of data traffic growth. This was not 
a unique occurrence for Europe, but affected the US as well. Enron was one out of 
many that suffered the same faith, and in 2001 they went bankrupt. Moreover, in 
order not to follow the same path, Dynegy subsequently decided to sell all their non-
core commodity businesses and dissolve Dynegy Europe about a year later. 

Shortly before its collapse, Enron decided to shut down its Broadband trading unit, 
where Indigo’s previous CEO was working at the time. Dynegy, however, was still 
keen on pursuing its telecom arm as a more conventional wholesale network provider, 
rather than a bandwidth trading company, so after leaving Enron, the case company 
CEO joined Dynegy to run the sales for Europe. In fact, Dynegy did so well it almost 
broke even in the following two years, partly because numerous companies shut 
down, which made it easier to lock in deals.  

The company’s greatest strength was its high capacity services provided through their 
full optical network. However, what the customers actually desired at the time, were 
small 2 MB E1 services. This service, in turn, were also the desired service type for 
the wholesale voice interconnect business. Unlike the overrated data and Internet 
services, voice was the only real “killer application” at the time. Despite the request 
from the customers and the advantages of the technology, Dynegy had no interest in 
providing the service, as they considered it too expensive to provide, and difficult to 
manage. Consequently, as mentioned before, the corporation decided to divest and 
thus sold the company in late 2002. 

The foundation of Indigo – 2003 
 
As mentioned above, a huge number of telecom companies went bankrupt, during the 
telecom bust in 2001. However, the capacity was still there and due to the 
comparatively low demand, prices fell. This, in turn, paved way for new vendors to 
potentially run the network far more cheaply, as they would be freed from much of 
the need to service the debts incurred in building it.  In fact, this was one of the 
contributing factors to Indigo’s initial great success. 
 
Moreover, as mentioned above, Dynegy decided to divest its European telecoms unit 
to a new owner with no background and intention to continue the business in late 
2002. Indigo’s CEO and some of his former colleagues from a previous company 
therefore decided to look into a business concept primarily focusing on small E1 
interconnect voice circuits. During this period of time, the global interconnection 
networks were still predominantly utilized for the transportation of voice data. Small 
E1 voice interconnect circuits was thus the particular type of circuit most voice 
telephony operators needed to interconnect their switching systems. Meaning that a 
focus on E1 circuits would be strategically correct from a customer demand point of 
view as well as from a company differentiation perspective, as relatively few 
companies were interested in providing this type of circuit. 
 
E1 is a 2MB copper based SDH service that can carry 30 phone calls concurrently and 
is also the typical transport medium for telephony. Dynegy, who had invested in a full 
optical network, could not, as previously mentioned, sell this particular service for 
several reasons. First of all, the 2MB circuits require copper interfaces, and Dynegy’s 
network did not support this. If they were to sell the 2MB circuits, Dynegy would thus 
have to invest in an entirely new network. Because they already spent a fortune on the 
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optical network, it was not justified to further expand it. Second, the copper cables 
were expensive and difficult to manage and Dynegy was therefore reluctant to offer 
the 2MB circuits, as demanded by the consumers.  
 
Although, the E1 circuits carry small amounts of capacity and thus generate small 
margins, it was still considered to turn profitable as soon as the volume of sales 
increased and reached sufficiently high levels to eventually benefit from scale 
advantages. Consequently, crucial to the predecessor of Indigo was to attract as many 
carriers and service providers as possible to join the Indigo network, in order to 
benefit from the prospected economies of scale.  
 
To obtain funding for a start up telecom company at this time was for obvious reasons 
difficult. Nevertheless, short after the idea about a network providing E1 connections 
arose, and the others, by coincidence, met two representatives in the UK who at the 
time were investing in a voice telephone company. The investors found the project 
very interesting and in turn introduced them to the future shareholders. Indigo Version 
1 was a fact and after receiving the funding needed, the CEO and his partners started 
to build a low capacity network targeting carriers in the wholesale market, working 
out of a very basic office space situated in a basement in Belgravia, London. 
Basically, Indigo started of selling small capacity circuits that other companies did not 
want to sell. As previously mentioned, voice traffic constituted the majority of the 
international carrier business at that time, meaning that Indigo supported what 
constituted the majority of the international carrier business.  
 
Back in the late 90’s, the incumbents in every country had bilateral agreements in 
order for the end customers to make international phone calls. But when the market 
was deregulated, several alternative operators started to enter the market. Although, 
all traffic still had to run through the incumbents in order to provide the subscribers 
with international phone calls. New service providers and licensed operators therefore 
set up their own interconnect services with alternative companies in other countries, 
who mainly competed on price. As they still needed to reach beyond national borders, 
but did not want to run on the incumbent’s network, the alternative operators bought 
end-to-end leased lines from third parties.  Sometime around 1997, the alternative 
interconnect market started to evolve dramatically, and in 1998-2000 it had its prime 
time. The objective of the deregulation was to reduce the cost for the consumers while 
at the same time improving the telecom infrastructure. Due to the deregulation 
previously mentioned in conjunction with the strong growth of mobile phones, prices 
fell and international phone calls grew dramatically. 
 
Indigo’s two main competitors at the start were Colt Telecom and Fibre Net, both 
located in the UK. These companies offered their services mainly in the metro areas 
of London and Frankfurt (the two main European hub cities for telecom 
interconnects), however, Colt had a Pan-European network as well. Indigo, on the 
other hand, focused initially on connecting major data centres in between cities, rather 
than providing interconnection within cities, which followed slightly later. The way 
the services were packaged commercially, with the most flexible term arrangements, 
made them fairly unique. Voice call charges per minute offered from various 
operators could vary dramatically, and buyers were keen to get the best rate at any 
time. Consequently, suppliers were changed on a daily basis and so did volumes. The 
ideal was a flexible network, capable of moving with the traffic of voice minutes. 
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Hence, this was the concept of the business plan, a carrier interconnect proposition 
where the network is almost as flexible as the volatility of the voice interconnect 
business. 

 
Indigo’s first year in business did not pass by without difficulties. Because of the 
turbulent years during the crisis in 2001, the carriers were extremely careful whom 
they confided with their interconnection business. Especially, they did not want to put 
it into the hands of a start up company. In addition, some unexpected competitors 
suddenly came back after having managed to rise in the aftermath of the crisis. 
Nevertheless, in order to sell anything at all, many of the revertants decided to offer 
E1 circuits as well. 
 
Indigo almost went bankrupt together with some of the previous big shots in early 
2004. However, they managed to rise after a restructuring and after receiving 
additional funding to help them break even (about 250 000 pounds). Eventually, the 
business started peak up again, and finally turned positive in late 2004, and profitable 
in 2005. 
 
Change in infrastructure technology – 2005 
 
In the repercussion of what could have been the end for Indigo, it was decided to start 
competing with Fibre Net and Colt Telecom also on a metro level to hopefully 
achieve a stronger position in the market. Instead of only providing the long haul 
service with one or two connection points in the metro, Indigo started to build metro 
rings aggressively during 2005 and thereafter. To further simplify the service offering, 
a flat rate pricing strategy was adopted, which was unique at the time. Not only was 
the flat rate pricing model easy to understand for the customers, it also spared Indigo 
a great amount of administrative work and ultimately – money.   
 
At this time, Indigo had a customer base of around 60-70 carriers, Fibre Net on the 
other hand had only 50, and their base did not experience a particularly good growth. 
Eventually, in 2005, the market undoubtedly started tipping in Indigo favour as more 
and more customers started leaving Fibre Net in favour for Indigo, and the additional 
services available on their network. Consequently, Indigo became the new leader in 
the voice interconnect business in Europe in late 2005 early 2006.  
 
Moreover, in 2005, Indigo decided to deploy a Multiservices Platform, which catered 
for high-density optical cross-connects and Ethernet services, all together, for the first 
time. It further allowed for the use of optical interconnect devices, STM-1 capacity 
and higher. This, in turn, highly reduced the expenses for cabling and patching etc. 
and allowed for optical interconnection within the same building and not only in-
between different buildings, without occupying the whole network. Suddenly, Indigo 
could facilitate inter as well as all intra building connections.   
 
Shortly after the alteration of infrastructure in 2005, customers from Africa and the 
Middle East approached Indigo. The reason for utilising Indigo was mainly to not 
have to invest in their own physical PoP in London. Instead, they wanted Indigo to 
provide a virtual PoP service and to manage the interconnections on their behalf. The 
customers thus brought the capacity to London and outsourced the remaining work to 
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Indigo. Meaning that anyone who wanted to connect to the client carrier had to do so 
via Indigo’s network, providing Indigo with access to a substantial amount of new 
customers. 
 
Indigo’s mission was always to become the biggest global network exchange actor in 
the market. Hence, the ultimate goal is to pre-connect as many operators on their 
network as possible. Since a constant flow of data, in turn, generates a constant flow 
of capital. Simultaneously, with the launch of the Ethernet multi services platform for 
Ethernet and SDH, Indigo extended its product offering by providing Ethernet circuits 
and wholesale of data capacity. 
 
Additional development and amendment of business offering – 2005-2006 
 
In 2005, early 2006 Indigo dug deeper into the European market regions by setting up 
multiple metro PoPs in the important metropolitan areas of Europe. Indigo went from 
operating dark fibre rings to eventually utilize DWDM multiplexers, which increased 
the capacity significantly. As the customers started to use more of the network for 
data traffic, and the interest for virtual PoPs further increased in popularity, both the 
circuits as well as the pipes continually increased. Indigo thus went from being 
exclusively a voice carrier interconnect, to a global carrier for voice and data traffic 
outsourcing services. Another element of the service offering that was further 
developed at this time was the engineering and support services to overseas clients 
who had no or limited staff in Europe. These services would later become Indigo’s 
current Systems Integration and Solutions business.  

 
Exploration of new markets – 2007 
 
When the European and US markets started to become saturated in 2007, Indigo 
decided to explore other potential market areas. At the time, the Middle East 
deregulated their internal telecom markets in several countries and as such became an 
interesting market to explore further.  
 
During the same year, by diversifying their product portfolio, Indigo managed to take 
a global play, rather than a regional with one of the results being the establishment of 
the Europe to US interconnect platform. At the same time, Indigo had to ensure 
revenue streams from both voice interconnect, data interconnect as well as virtual 
POPs. Because all customers did not have the technical support needed for their 
operations, but merely the physical equipment, the customers were in need of Indigo’s 
technical engineering services. 

The Middle East was, and is, the preferred area for global interconnection, and 
because the market had recently been deregulated, Indigo’s CEO decided to relocate 
there for a period of time. But in spite of the attractiveness of the area, the regulatory 
environment within the targeted countries had changed only from a monopoly to a 
duopoly, and the effort did not result in any viable business opportunities for Indigo at 
this particular point in time. 
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Geographical expansion and restructuring of company set up – 2008-2009 
 
Following the 6 months spent in the Middle East, the CEO aimed his focus towards 
the Asian markets.  This initiative was a lot more fruitful.  Namely, the company 
registered and got a license in Hong Kong, and extended its network reach from 
Europe into Asia. In addition to the geographical expansions taking place at this time, 
Indigo diversified the product offering by building a data centre in Telephone House 
in London, where construction started early 2008 and were completed 5 months later. 
Meaning that not only the network for transportation of capacity was provided, but 
also the physical footprint for customers who wanted their own presence in London.  
 
9 months after the construction of the data centre in London, the opportunity to 
acquire a data centre in Singapore arose, and thus, the expansion in Asia continued. 
By this time, the support functions were enhanced into being mirrored in-between the 
offices in Singapore and London, a small sales team were located in Hong Kong and 
the network operation centre moved to Singapore.  

Due to the unsound financial climate in 2008, and Indigo’s extension into the Asian 
markets, the telecom companies in the Middle East suddenly started to realise the 
strength of Indigo’s services. Except from a few, Indigo has almost every Middle East 
carrier connected in Europe or Asia, and a large amount of them run entirely on the 
Indigo’s network infrastructure.  

The philosophy was always to build the customer base stronger and stronger. Because 
the more carriers that choose to join the Indigo’s network, the more will be enticed to 
step onto it as well. According to the CEO, this creates a very “sticky” business 
proposition, as the customers will not leave until the last interconnect is terminated.  
 
 


