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Preface

This thesis has been written in order to compleyestandies in Business Administration at the Erasmus
University. The subject of this paper, the changess in the Czech Republic, was to a certaimezgte
logical result of my major interests during thet lds/ears. After living in the Czech Republic faritg a
while and getting in touch with the Czech citizeheally wanted to get some better understandbay
the current situation in the Czech Republic. Thatvhy | valued my opportunities to work in Pardebic
(Czech Republic) and study at the Vysoka Skola Boocka (Prague University of Economics) during
my studies at the Erasmus University. This and ntgrnship in Pardubice in the years 1995-1996
resulted in some understanding of the Czech cagethis was not enough; | still wanted to know more
about the current situation in the Czech Republianted to check my own presumptions formed during
my life in the Czech Republic and get some broaderview of the problem of current transformatian i
the Czech Republic.

Most researchers dealing with transformation preegsire mainly talking aboetonomidransformation.

| already knew for a long time that this approacksinot offer insights into ttreal problems and issues

of the current situation in the Czech Republic. &#good understanding of the current situationn tGe
communist past and the influence of this on adtosociety should be taken into account. This aggino
however, is clearly lacking in lots of reviews b&tCzech transformation. Some exceptions are fobged
the analysis of people like Clark & Soulsby (mamaget in quasi-state companies) and Grabher and
Stark (networks in Middle European societies; mathke Hungarian case). These researchers belong to
the few people using some kind of network-or actapproach. This last approach (actors’ approagh) i

very appropriate for reviewing the Czech caseaashopefully be seen in the rest of this paper.

Another way of analyzing the Czech situation wil bffered in this paper. This is by using an actors
approach. Because of this actors’ approach, aiwgrgrtant part of my research was formed durinigifie
research. About 14 Czech and foreign actors irchiamge process have been interviewed during #li fi
research. This included university teachers, siffitgials, Czech and Dutch managers.

The question marks behind the title can be intéepren several ways. One of them has to do witHfdbe
that the Klaus government was at first really cdasd to consist of “change masters”. Currentlig &
people think that Klaus made a lot of mistakessTHawever is not that easy to conclude; | will sHater
on that change is simply not possible when onlyctignitive part is changed.
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The people also have to change. Another interpoetaf the question mark is that the Czechs cotild s
develop into change masters in the future; whethé will be the case depends on the future
developments.

Working on this thesis has given me a much betidetstanding of the Czech situation; | hope ttée al
counts for the people reading this thesis. | wdiliel to thank all people who helped in one way motaer

during the research or the writing of this paper.

Lichtenvoorde, 13th March 2000.
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Executive summary

When conducting some reflection on the conceptkebt@conomy and Russian communism before 1989,
it becomes clear that some main difference betvieth economies is formed by the fact that the first
simply deals with more optimal ways of organizifidtne communist era was influenced a lot by “old”
ways of organizing that were based on hierarchythad'one best way to organize” idea. There were no
incentives for improving the ways of organizing,igthresulted in some freezing of ways to organize i
Czech organizations. This is not the case in a etaonomy. In such an economy, the context igenea
for actors to take part in organizational processesost optimal ways. This view can be used toroup

the transformation process in the Czech Repulbiiis:dhange process should be aimed at improving the

organizational processes between actors instedevaioping some structure for a market economy.

The transformation of the Czech Republic duringléis¢ decade has been influenced in great extetiteby
communist past of Czech citizens. These actorstdrénfluenced a lot by the compartmentalizatimmd

the hierarchical structures of communist Czechadliaz Czech citizens have enough knowledge for
organizing in western ways, but do not apply itwgio The main problem of current situation in the
Czech Republic is to change the structure of sgciet reach some switch from “one best way to
organize” towards “ there is no one best way toanize”. Another desired switch is the one from
reactivity to pro-activity. In this context, it igery important to develop some context for organgzin

plural ways and reducing equivocalities when neangss

For doing so, following should be clear. First bf tne organizational context has to promote prtivity.
The perceived role of government has to changeefdovent is not responsible for citizens’ lives, the
citizens’ themselves are. As soon as citizensagtyraware of this, the fundaments for changetasee.
Only at that stage, the beginning of the real fansation can start. This means that the Czechracto
have to get used to organize in fundamentally unknoew ways of organizing. For doing so, therethas

be some switch in mentality and organizing capisli

This learning process can be completed fastersa tt&e organizing capabilities and mentality ofesties

that are dealing with plural ways of organizing &ansferred to the Czech context. This by means of
expatriates or Czech citizens who worked or livedNestern Europe or another capitalist society for
some time. Most suitable are Czechs familiar witithbthe Czech and foreign ways of organizing;

expatriates often do not have enough knowledge tath@uCzech case. This often has some negative
impact on the ways of organizing between expasiated Czechs; expatriates sometimes simply do not
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understand the Czech situation enough. But Czdizeics familiar with capitalist ways of organiziage

rare. Therefore, till now lots of expatriates amrking in foreign companies in the Czech Republic.

The fact that expatriates are working in foreigmf and that they promote western ways of orgagibin
Czech employees lead to current situation of foreipmpanies being more successful than local
companies in the Czech Republic. Another reasohi®rsuccess of foreign companies is because these
companies already have a market for their prodids.only in the Czech Republic, but also abrodte T
current quasi-state companies in the Czech Replatalicthese markets. Because of too high expeostio

of own capabilities, most state companies stoppeil business with the foreign trade organizatitast

but not least, foreign companies have multiple de#nfor getting their money for investments. Quasi

state companies lack these sources.

For improving the current situation, it is at firetcessary that organizations can count of beiid) pae
laws concerning payments have to be changed aoglydiAs long as this is not the case, the bad
attitudes concerning payments will form a majortleaeck. After this, Czech citizens got to take the
responsibility for their own lives. They have t@te organizing in western ways. This means thectwit
from reactivity to pro-activity, getting the capliies to organize in plural ways. Experiences dnefgn
firms till now show that this switch is possiblajtht takes a lot of time and patience. Czech eitiz
grown up in communist times find it very hard td geed to western ways of organizing, let alone the
application. Role of government should not be tange society, but to support actors in society to
organize in plural ways. The right structure foingdpso has to be developed and governmental emgdoye
have to develop some service attitude againsecisizThe reputation of Czech government is deargasi
citizens do not have enough faith in governmentvamg. This might also the reason why impuls99 (new
public interest group in CZ) does not desire targo politics; this group wants to reach Czech stycfor
initiating some change. This intention of the granight be reached exactly because it does not Ihdke

with Czech government (yet).
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Chapter 1  Introduction and Research methodology

1.1 Introduction

Around the year 1989, several communist powerstimérly communist countries ceased to exist. This
was also the fact in Czechoslovakia, where theafledt Velvet Revolution in Prague led to a quitéchu

fall of the communist regime. Together with thiogess, there were started some broad purges against
everything that had to do with the communist regififee Czechoslovak government therefore planned
quite soon after the Velvet Revolution to implemsignificant changes in the republic. Because of th
fact that it was not considered to be good to gavith communist ways of organizing, the whole chang
process after 1989 was aimed to reach some forrmavket economy in the former Czechoslovak
republic. To reach this goal, there was for instatite intention of lowering the influence of former
nomenklatura (communists) in the Czechoslovak rflatgzech) society, privatizing former state

companies, attracting foreign investments and rigsnew laws.

But when the changes of the last ten years (thgeeafs after the Velvet Revolution) are viewed iitical
ways, my personal opinion is that the so-calleasition of the last years was not very successful.
Although there was some intention to prevent formamenklatura from getting influential positions in
government (positions), many of them have foundt thay into the former State Companies. Therefore,
influence of these people has been quite signifidaning first years of transformation. Althoughistlis

not always a bad influence, the intention of gomsent to decrease their influence clearly failede Th
voucher privatization is still praised by many pleggut in fact most companies are still under eStat
control through the banks, which are the ownefsigdest part of Czech industry and in which state &

big stake. Foreign investments are, in my opingtifi,far too little. Therefore, 1 would like to spk about

the “virtual reality” of Czech society when makiagcomparison between the political concerns and the

real situation.

Part of the discrepancy between the real situatiwhthe “planned” situation can be explained bezadis
the fact that the changes in the Czech Republat,caanges in general, can rarely if ever be plammed
controlled. But changes can be steered to a ceallzsitable state of affairs. In my opinion, this dze
reached either by forming the correct structurégaldishing or introducing the right attitudes andby
reducing equivocalities (see Weick, page 3). Thesaa why changes in CZ went wrong is primarily

because of the fact that one of these variablesatidake place. Therefore, different actors in“deame”
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still played their own part to reach their own cemts, wishes and demands. Their own past and

capabilities had a big influence in this.

The change processes in the Czech Republic dunagost-communist era are and will therefore be

influenced by the communist past of different agtior CZ to a great extent. Maybe even becauseeof th

Czech habits and ways of organizing (see latehigiaper), the current reality and future reabitythe

Czech Republic in the next few years will largedynain overshadowed by the above-mentioned virtual

reality. There will always exist some discrepaneyween the real and the planned situation, butishis

now the case to a large extent in the Czech Repultie Czech society might have been able to remove

the communist regime in a very short revolutiothatend of 1989, but most of the Czech people gigw

in communist times and therefore still think, acddive in communist ways.

Structures might be

changed in a fortnight, but people cannot. Theegforganizations in the Czech Republic will prolyabl

keep many communist characteristics during the feaxtyears. Post-communist management consists of

some mixture of pre-1989 knowledge and practicesltiag from state socialist past and the post-1989

knowledge and practices resulting from changesoitall context and inflow of western ways of

organizing:

Pre-1989 knowledge
and practices: foreign

State
socialist

and domestic

Situational
filters

Post-1989
knowledge and
practices: foreign
and domestic

A\ 4

Acquisition
of ideas and
practices

A\ 4

Post-communist
menagemer

Source: “ Organizational Change in Post-Communistofe, Ed Clark & Anna Soulsby, Routledge studiés o

societies in Transition, 1998, page 199.

Although there have been lots of effort in Czectiety since 1989 to move to a market economy,lthss

not yet been accomplished in the Czech Republkeould rather say that at present, the Czech society

consists of some odd mix of the bad parts of conmsmirconnected with the bad parts of capitalism.

Whether the Czech society will be able to movedmes kind of market economy within the next couple
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of years largely depends on the role and willingnafsdifferent actors. Till now the Czech socistil

has far too much communist aspects to speak abmatlet economy.

1.2 Problem definition

Does an analysis of the transformation proceshén@zech Republic viewed through an actor-

and

network approach offer possibilities to get somtdpensight in and /or requirements for improvetsg

for this process? Does this lead to some bettaghihg improvement processes in general?

The above mentioned problem definition can be @igtith the next main questions:

1.

Which characteristics were specific for organizatiprocesses in Czechoslovakia during the
communist regime?

2. Which transformation followed the fall of communiisthe Czech Republic?

3. Which influence has the communist past of Czeclvagia on the transformation processes i.e. the
ways of organizing in post-communist Czech Rep@blic

4. Which dysfunctionalities and forms of destructivehbvior of actors can be seen in transformation
processes in the Czech Republic?

5. Which improvements or changes could facilitate gfarmation processes in the Czech Republic and

help to reach a better liaison between organizatipnocesses in the Czech Republic and the post-

communist context?

10
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1.3 Goal

The general goal of thiexplorative research is to make some analysis of the orgamizdtchange
processes in the Czech Republic. This by means bfstorical analysis of the organizational proeess
Czechoslovakia during the communist era and arysisabf the post-communist transformation process
by means of an actor- and network approach. Becalisiee actor’'s approach and the fact that | am
mainly interested in different point of views orettransformation processes, the open interviews wit
different actors about different subjects concagntransformation are a very important part of my
research. During these interviews, | checked my pwasumptions and knowledge gathered during the
desk research and my own experiences when stu@dyidgworking in the Czech Republic. The open
interviews, which were mainly focussing on orgatim@al processes with mainly Dutch and Czech
managers of firms in Prague, were aimed to getttebenderstanding of the impact of changes and the
way people dealt with these changes after the Y&esolution.

1.4  Sub-questions

The following sub-questions can be formulated iheoto answer the main questions in a gradual way:

» Does a de-reification methodology offer a theosdlyc robust way to view the transformation
processes in the Czech Republic?

» Which theories labeled as network- or actor apgraan be used?

» Does an analysis of transformation processes inCttech Republic on the basis of an actor- and
network approach offer tools to reach some impra@mm the transformation processes in the Czech
Republic?

» Which actors can be singled out for a successfujneiss of transformation processes in the Czech
Republic?

» To what extent has the behavior of these actora beastructive or destructive for transformation
processes in the Czech Republic?

» Do the aspects of market economic thinking whicteiged the most attention of reformers and
scientists in the Czech Republic until now, actuatlatter as being the most important aspects of the
whole transformation process (when taking the 6zeentality and current context into account)?

11
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1.5 Research scope

Concerning my research, | will focus only on thee€@z Republic. Further more, | will try to focus as
much as possible on the essential parts of the comstnera, influence of these on the different cto

the Czech Republic and the resulting ways of omagiin the post-communist Czech Republic. One
aspect not to be neglected and connected with dhemuinist era and organizational processes is the
Czech mentality (see for instance the book “ Czeahd Balances). Concerning the theoretical
backgrounds, | will mainly focus on explaining aadalyzing the “problematique” by means of a
network-and actor approach. Last but not leasilllcartainly not consider unimportant charactécstof

the transformation process too deeply.

1.6  Type of research

Research for the most part consists of a theotetith a practical part. The theoretical (part eBearch
focuses on the process and product of knowledgelolement within the area of research. The goa is t
develop new theories and insights. The practicegarsch on the contrary is focused on problems of an
organization for which and in which the research ¢ conducted. Practical research is mostly aiated
solving some problem, creating a new situation rdroducing new or even better ideas for new

developments.

When taking the above mentioned into account, Itelinhat my research has been practically focueed

a great extent. Although the approach taken wag seaentific and theoretically correct, both congeg

the interviews and the desk research, the mairoéiims thesis has been and will be to get a betsght

in the transformation processes in the Czech Raphbtween 1989 and 1999. This will give some ideas
for improvements in these processes. Further nidwae that this thesis will help the managers @ther
interested people reading this to improve theiransinding about organizational processes in tleelCz
Republic in general and/or the influence of the dbzenentality and history. The theoretical and
scientifically correct approach has therefore malbd@en a “means” for reaching the “ends”: this Holhe
very practical and clarifying report about the depenent of organizational processes in the Czech
Republic between 1989 and 1999.

1 «Czechs and Balances, a nation’s survival kit’nenin Kuras, Baronet. Prague 1998

12
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For the theoretical and scientific backgroundshif thesis, | used at least the following sources:

» Literature from libraries in Rotterdam (Erasmus vémsity) and Prague (VSE, Charles University,
CERGE)

» My own general knowledge gathered during my studieshe HEAO-Arnhem ( specialization
Logistics and Economy), Erasmus University Rottard@Business administration, specialization
“Managing Change”) and the Prague University ofrianics

» Information from the Internet

> Case-studies

By means of information gathered during my thegedtiesearch (mainly desk research) and subseguentl
conducted interviews with mainly local and foreigranagement in the city of Prague, | analyzed the
situation in the Czech Republic during the lastadiec For this, | also used information gatheredbgns

of personal observations during my internship indBeice (8 months), studies in Prague (4 monthd) an
living in Prague (7 months). During these periotldived some months with Czech friends, had
discussions with university-teachers, expatriafe®mign firms, municipality officials and the Ek Due

to this, | received a clear understanding of tlgasion in the Czech Republic. This not only conseihe
subject of this thesis but also for instance thedBzculture in general and the role of Czechs and

foreigners in the first and second economies.

1.7 Research methodology

The methodology followed for writing this thesisndae classified to be mainly post-modernist. Mugtip
sources were used during the desk and field rase@lis by reading books and (news) papers, getting
information from the Internet and conducting intews in Prague. These interviews were all open
interviews of about one hour, some taped but mdsthyd written notes. When starting the intervielws,
already knew quite a lot about the transformatioacess through books, practical experience and
information from the Internet. This was an enormadsantage, but at the same time | had to deal with
the danger of having wrong presumptions about tielev “problematique”. That is why the first
interview was very open. During this interview, theerviewee , who was a Czech civil servant wkiedi

abroad for more than a decade, had some very rexyglanations about the subject of this thesisok t®

13
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“process-consultant” role; mainly listening, cheakithe presumptions once in a while, but mainly jus
listening to the story of the interviewee. Thisdpess-consultant” role was the role that was takeimng
most of the interviews: mainly listening to the dligy” of the interviewees, continuously checkingg m
presumptions, the “realities” of other interviewessl asking some new questions or more information
concerning certain issues. In this way, | had thpootunity to check and adjust my own presumptions,

gather a lot of additional information and make afthe different positions of the interviewees.

After conducting the interviews in Prague, | stdrtgth handling and analyzing the data gathereéhdur
these interviews. This was done by making repdrtaithe interviews (mostly already done the dagraf
| conducted the interviews) and writing interestiogptes on index-cards. These index-cards weredsort
by subjects, after which | had some categoriessd@heere for instance the categories “ organizaktiona
processes before Velvet Revolution”, “ Velvet Retion”, “Transformation process”, “ Government”,

etc.

David Erlandson et dlgives some conditions for reaching trustworthings®dibility, transferability,
dependability and confirmability. Credibility car beached for instance by means of triangulatieey p
debriefing and member checks. For this thesisngritation was reached by getting information from
books, articles, the Internet and interviews. Theege many member checks during the interviews. The
peer debriefing was also executed. | hope | reathi@dgulation by explaining developments in time,
giving some information about interviewees whentogothem and giving some examples from my own
experience. Concerning dependability and confirfitgbl can mention that according to me theseecié

are also reached quite well. | am quite sure thatessubjects would yield similar measurements when
interviewed under the same conditions and theviger findings are mainly the product of the focds o
the inquiry. Therefore, | am convinced trustwordsa of this thesis is rather high, and | hope &mat

potential reader reaches the same conclusion.

2 “Doing naturalistic inquiry , a guide to method<Erlandson et al., Sage Publications,inc., 1993

14
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The research has been conducted in some phases,ofaaich were parallel. Therefore, it is better t

see these phases as sub-processes, which weoddireny:

Phase/ sub-process
1A. Desk research concerning (the organizati
processes in) the Czech Republic, as well befo

after the Velvet Revolution.

Result
oBabadening my knowledge about (organizatic

rerasesses in) the Czech Republic.

nal

1B. Desk research concerning change strategie

change theories.

sBanddening the knowledge about change

organizational processes

and

2. Describing the aspects of the communist ef
the Czech Republic between 1948 and 1989, w
can be important for getting a better understan
of current bottlenecks concerning organizatig
processes in the Czech Republic.

dniproving the insights in the influence that
Harimerly communist era has had and still has
dimganizational processes.
nal

the
on

3. Explaining the impact of communist era and p
communist context on organizational processe
post-communist CZ.

dstproving the insights in and understanding of th
4 bottlenecks in ) organizational processes ie
context of post-communist CZ

e
th

4. Checking the information gathered during de
research and getting the “facts behind the figu

by means of interviews with actors in Prague

2€liecking and correcting the presumptions
regbrmation gathered during the desk research

and

5. Writing the thesis with conclusions 4

recommendations for the future

rdonclusions and recommendations which car
used for improvement of theories concerr
changes and the insights in (influence of form
communist actors on) organizational processe
post-communist CZ and can be a good base

further research concerning these subjects

be

erly
s in

2 for
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Chapter 2 Market economy and communism

2.1 Introduction

When reflecting on the transformation process ie thzech Republic, one of the first aspects to iake
consideration is in which context the far-reachicttanges in this relatively young republic can bacpd. To ge
some answers to this question, | will first givensoof my own reflections and/or interpretationsthed concepts
market economy and communism. After this, chaptarsd 4 will consider some theories concerningatiers- and
network approach. Chapter 5 and 6 will deal withmgorelevant information and an analysis of theuiafice of
formerly communist actors on transformation proesss the Czech Republic. The information and poirfitview
described in Chapters 3 and 4 will serve as sonwkdpaund information and a context in which thensformation
process can be viewed.

This thesis will mainly deal with two aspects afrent transformation process, namely the following:

1) On the one hand we have the situation that thedomommunist era still has its impact on the pastimunist
reality. Almost all the people who are currentlyrking in Czech organizations grew up with communwiays
of organizing. On the other hand, however, the 8zaciety now has to deal with

2) The post-communist reality.

These two aspects are connected with each othpresent times: Formerly communist actors are stiltors in

current change process. This results in some neéxticommunist and post-communist practices. Aswiteen in

the rest of this thesis, the present reality ind@zsociety consists mainly of communist aspeatsgafnizing.

This chapter will deal with my interpretation ofetlexpressions “market economy” and “communism”.
These expressions are used quite often in nornmalecsation, without reflection on the meaning othbo
expressions. Although there are is a plurality gfects characteristic for both expressions anddéss
there can be seen a lot of different hybrids ohlbmtpressions, these expressions are often subject
large extent to reification. Such a reificationdsaaccording to Jonker (90:57), towardsppearanceof
touchability and objectivitwhich results in aoperational fixation

“With this, 1 mean the tendency of lots of peopletefer the daily, the more or less concrete, taing too little
time for reflection and taking some distance.’” Ttém lead to the fact that people get locked irirgdar, one-
dimensional or homogeneous reality, which evengestrsome characteristics of a self-fulfilling pregly. Because
of this, we keep turning in the same circle: “dtgossible that in practice many advisors do natkwath a certain

metaphor bubn a metaphor.” (Jonker, 90:69)
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Chapter 2 — Market economy and communism

It might be good to keep this vision of Jonker imitcount when conducting an analysis for getting a
better understanding of the transformation process¢he Czech Republic. In this case, we havake t
some distance from the expressions “market econcng’ “communism” and conduct some kind of

reflection on these expressions.

When doing so, it is good, by taking the post-comistucontext in the Czech Republic into account, to
think about the following questions:

*  Which aspects can be assigned to these expressions?

» Which of these aspects are characteristic for &eb@aconomy and which for communism?

By means of getting some answers to these quesitongght be possible to view the transformation
processes in the Czech Republic in another, mayba better, way. It offers pretexts to analyze the

changes of the last decade and to give some recodatiens for future.

2.2 Communism versus market economy

When talking about communism, it can be noticed tlifferent actors in different countries have give
various meanings to this expression. For this fhédtsis important to have some knowledge aboutitag
communism was implemented and understood by theupporters of the postwar communist parties (the

so-called “nomenclature”) in Eastern Europe bef®89.

In chapter 5, | will try to demonstrate that comrsum as it existed in the Czech Republic before the
Velvet Revolution was mainly aimed at preservingveorelations. There was some elite who tried to
keep power in their hands. This was reached mambugh using power, for which the so-calleditia
was established. Another important characteristimfthe communist regime before 89 was the faat th
the Russian Economy was compartmentafifeain the rest of he world. This not only becau$e¢he
physical borders to keep the people within thein@wuntries (for instance the Berlin wall), butcalsy
means of mental borders. By means of all kindsiafrements, not only the flow of people but also t

distribution of goods and services were hindered.

The Russian type of communism used all availablgswaf organizing, which can be classified as

modernistic. This is also expressed in the fact thach of the organizational practices in the farme

% Jonker,JMet mate te meteiCulemborg:Lema, 1990
* See Chapter 4.1.4.
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Czechoslovakia were very hierarchical and can assified under the machine metaphor of Morgém
the Russian variant of communism there was, orebettas supposed to be, only “one best way to
organize”. Everything and everyone had to live \tiitis.

But of course, the Russian model was not the osfeet that determined the success or failure of

communism in Czechoslovakia. Another not to be etghl aspect was the human one; the Czechoslovak
culture and mentality of people. This aspect ofreethad some major influence on the development of
communism in Czechoslovakia. One major differeneéwben Czechoslovakia on the one hand and

countries like Poland and Hungary on the other, thasthe latter were already utilizing entrepreship

on a much wider scale during the communist eraeXample of this was the so-called “Goulash reform”

in Hungary.

When taking the characteristics of communism ay tiwere utilized in Czechoslovakia during the
communist era, it can be seen that there was ra siteiation. Because of the compartmentalizatiafn
persons, goods and services, the most optimal res®dhat were in some or maybe even most cases
available outside the borders of the communist tas) could not always be brought into the system.
That is why the “herbies®within the communist era could not always be suggsband brought to a
higher and better level. Another major disadvantags the suppression of initiative, the “motor” of

development in Western European society.

This situation of suppression of initiative and g@artmentalization from better ways of organizingswa
not there in Western European societies. In thesieties, there was and is some open economy iahwhi
different actors are supported as much as possildeting in constructive ways. Actors are free anel
supported as optimally as possible in optimizingamizational processes. This organizing has been
defined as “ A consensually validated grammar éalucing equivocality by means of sensible interbatk

behaviors®

Not allocative but dynamic efficiency is the motdrmarket economic thinking and acting. Furthermore
resources from outside a certain context can beghtowvithin this context to push the own organizadil

process to a higher level.

® Gareth Morganlmages of organisatignSage Publications,1997, pages 11-31

® See chapter 4 about network approaches

" Eliyahu M. GoldrattThe goa) Het Spectrum/Marka, 1996, chapter 13; some patéfistory...
8 Weick, The social Psychology of OrganisingrGraw-Hill, 1979
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My vision on the role of government is to set cdiodis for actors to take part in several organizel
processes in most optimal ways. Some ways for deongre:

- Creating and maintaining needed institutions

- Creating possibilities for employee-mobility andxibility

- Rewarding constructive behavior and punishing destre behavior

- Being supportive to organizational processes

Although the Velvet Revolution was not aimed agbBshing a market economy but more at just reachin
a democracy, it is clear that some changes in #eelCRepublic have to take place to at least impgov
the current situation of businesses. To reach thigill be necessary to set conditions under which
organizational processes can take place in betigs wAnd that is exactly the context of this papert
the development of a market economy, but more thieenthat, whatever the end situation of economic
system will be, for a more optimal change processgli be necessary to improve the ways of orgargzi

in the Czech Republic. To do so, more changestim $ocial and cognitive aspects of Czech societg ha
to take place in the near future.

One notion | would like to stress already in begigrthis paper is the fact that Czechs are cestaiot
less capable in conducting businesses than inimbitd Western European countries. When intervigwin

| got a response like “ Some Western managersusebke we are apes who just jumped out of thedr
some years ago”. This point of view is regrettahre quite a lot with people not being familiatiwihe
Czech case, probably also with the Hungarians aedPoles (c.f. personal conversation with Dr. S.
Magala, Erasmus University Rotterdam).
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This might result in some sort of self-fulfillinggphecy:

The cognitive feedback loop: a self fulfilling prophecy in
a " monkey-attitude" about Czechs...

New cause of behaviour:
“Those underdeveloped
Czechs.. why try it?

Childhood issues:

Czech culture and

M entality =

UNCHANGED B eliefs: “Czechs
are monkeys w ho
just fell out of tree
10 years ago”

Actions : Other

approach against
Causeofbehaviour: Lazines Czech employees
Lower education, compartment
-alisation

New belief: “See!
Those Czechs are
really less developed.
Il knew it!

E ffect: Ineffective
communication,
N egativism

Czech inhabitants: Less
effective ways of organizing,

difference in culture &
backgrounds...

Symptoms:Decrease of enthusiasm, lower performance,
Lack of understanding ...

In case you might think that the problems of thespnt times in the Czech Republic are due to ttte fa
that the Czechs are stuiglist imagine yourself having to live in a complgtdifferent society from this
moment. | will show that the current non-optimalation in the Czech Republic can be explained to a
large extent by the former communist context anbittaThese are still incorporated in the minds and
deeds of current actors organizing in the CzechuBlap After having lived in the Czech Republic for
quite some time, | can only fully agree with Czechnagers stating that Czechs certainly should @ot b
underestimated. What | do regret is that althougledis are really intelligent people and have the
capabilities to organize in the same ways as fetaimce the Dutch, they often do not use them. e h

and why of this will be discussed in the followidigapters of this paper.

°® Own remark: For Czechs, this word probably sowsdsulting. But it is just an expression evesniatimes used
for certain actions (or better: non-actions) of &€zpeople (generally the ones in quasi state bss#s. When not
knowing the backgrounds and culture, it just appedo be so stupid to me that Czechs in quasi btatimesses are
not taking initiatives, not being proactive.
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Chapter 3 Actors in the transformation process

3.1 Introduction

| gave some further insights about the subjechiaf thesis in chapter 2 and stated there that farther
development of the Czech Republic a further optitidn of organizational processes is necessaryeQui
generally speaking, this concerns the issue ofregtiih origins in a compartmentalized reality hmayio
switch to a more plural open system reality. Actacking the knowledge and capabilities to “play”an
open system have to get support. This means tistatiior (whether described as the weakest link,
bottleneck, Herbie or pathfind@r in a manner of speaking has to walk in front.sTHerbie has to be
supported by stronger actors (in this case: aatitts more knowledge/capabilities) to improve hinfisel
When improvement of the weakest is reached, itmilkt likely lead to improvement of the total syste
Improving the weakest link is usually more optiriralopen systems: only in open systems, the “fittest
knowledge and capabilities can be applied. For @kari\s from 1989, capabilities of Western managers
can be imported more easily from the Western Ewopeountries. This often happens by means of
expatriates who teach the local Czechs for insthoeeto reduce equivocalities in better ways.

Another aspect, which has to be taken into conatiter, is thewillingnessof the actors to reduce
equivocalitieS" within a certain configuration to get more optimesults. When reading the rest of this
paper, it will be clear that whatever willingnelere may be, equivocalities are mostly not redumetthe
Czech ways of organizing. This has a lot to do W@ttech culture and communist ways of organizing,

which will be explained later on.

3.2 Cognitive integration theory

In order to obtain a better understanding of tfee@sses taking place in the Czech Republic, ibislgo
look at these processes through several methodalofinses. One of the ways for getting a better
understanding of the development of the Czech Ripatter 1989 is to use the theories developethby
Erasmus Research Group. They developed an actooamgtpand named it the “cognitive integration

theory”. In this theoretical framework, it is asseothat there is some combined action betweenlsocia

19 Eliyahu M. GoldrattThe goa) Het Spectrum/Marka, 1996,chapter 13; some pathfistory...
1 Weick, The social psychology of OrganisifgcGraw-Hill,Inc., 1979
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and cognitive aspects. This supports the assumfitadrthe realities around us proceed from proceske
social construction. This in contrast with theeastbefinitions of reality:

- Reality as objectivity / given

- Reality as subjectivity

- Reality as inter-subjectivity

The actors related to the transformation proceisstt'e Czech Republic are of course included imowesr
types of configurations. The relations and intecanst between different actors differ in relationthe
social contexts in which they take part. The ErasfResearch Group with their configuration approach
introduced the expressianultiple inclusion This means that actors take the experiences aahings
learned in other interactions with them. When speplabout multiple inclusion, the introduction of
interactions from one context to another one is pantial as assumed by Weick with his expression
“partial inclusion”, but complete. This multiple inclusion can leacctmflicts, which will often result in
some change. Furthermore, the concept of multiptdusion is one way to explain how learning
experiences are transferred from context to con@xin other, maybe better words, from actor tmac¢

In the short run, repression of multiple inclusionght suggest stability but, in the long run, praletrimental to

learning and developmenit*

There are a lot of different actors and institusionvolved in the transformation processes in thed@

Republic. This concerns not only the Czech inhalkstathe role of foreign actors and institutions ha

become and will become bigger and bigger. Somé&efactors, configurations and/or institutions to be

distinguished at the close of 1999 are the follawin

» Prime minister Klaus, expatriates, Czech managefsreign companies, Czech managers in quasi-
state companies, social stratification groups (oldhg; nomenclature /non-nomenclature; etc.),
Government, quasi-state companies, foreign compam&O’s, Impulse '99, labor organizations,
local government, EU, banks, entrepreneurs, inhatsit

Because of the multiple inclusion, a lot of actare included in more configurations. Example: Some

Czech managers, expatriates, bank employees amgbesrteurs belonging to the Impuls99 group.

Besides the expression “multiple inclusion”, thedimus Research Group developed and used some other
expressions which are related to an actors approguk concerns at least the following expressions:
Context, cognitive versus social, rules of the gagame versus play, critical incidents, weak signal

antagonist. For this thesis, | will certainly ube expressions cognitive and social, game and plegk

2 Anne Marie van DongerCulture as Methogd Eburon Delft, 1997
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signals, degrees of change. These definitionsheilexplained a bit now. For a more thorough antebet

understanding of these terms, the reader shoulll meae in-depth books from the Erasmus Research

group.

3.2.1 Cognitive versus social

Mr. Bolk states in his dissertation that expressilike “individual’, ‘group’ and ‘organization’ shid be
considered to be processes (89:24). As organiadttbeoretical pre-condition, Bolk assumes a one-to
one relation between cognitive and social-stru¢t@spects of the organizing behavior of man.

He summarizes his theoretical stance in two assang(89:36):

1) “Social-cognitive configurationsare characterized, when studied as an instantameoard, by a
matching between eelatively stable interaction pattern (who)and share@ognitions (vhat or
definitions of reality)

2) Inclusions typify the extent to which one thinksdaacts in terms of definitions of reality ‘of’
configurations. ‘Inclusions’ therefore correspond theoretical grounds with the level of
commitment to the interaction processes which getteer with social-cognitive configuratiots

In the current mainstream of knowledge in Westenroge, the modernist way of thinking, there is one
essential aspect of organizing that is often négtbadhe human aspect. The cognitive integrati@orjy
which can be typified to be a social constructibrfeeory, gives this human aspect the attention it
deserves. As seen here, it gives attention torttegrelationship between social and cognitive aspet

the processes of organizing.

3.2.2 Game versus play

For a better understanding about the ways peomanare, it is very useful to know the difference
between “game” or “playing a game” and “play” oldping”: “ Game “ or “playing a game” means a social
activity, during which actors operateithin given rules for the organizational process. Weeh&v our disposal
some pre-coding of meanings that can occur. Weulee that we assume to be known. “Play” of “plagfron the
other hand means a social activity, during which thles of the organizing and construction procassmade and
can be changed by the involved actors during tlag.dDuring the activity, it will be agreed what Wile the play
and how it will be played".

13van Dongen C.sEen Kwestie van verschiEburon Delft, 1996,page 89/90
4 van Dongen C.sEen kwestie van verschitburon Delft,1996, page 100

23



Chapter 3 — Actors in the transformation process

These two expressions have been used during mivieses for labeling the ways of organizing in the
Czech Republic and checking whether these expressiould be used to make certain organizational
processes discussible. This has proven to be pesBilirther more, these expressions are used ptetha

5 (and 6) of this thesis, when | am discussingathek mentality of Czech workers.

3.2.3 Weak signals

Another “tool” for reviewing the change processeshie Czech Republic is the so-called “weak signal”
These weak signals can develop towards a new datnieality: “ In the center, a lot of approaches of sense
meaning are thinking in terms of 'shared meaningtte existence of consensus. Such a point of da&s not do
justice to the daily practice in the sense thatlby no or little hold is given to situations in iwh it is characteristic
that “non-dominant” or ‘weak’ signals of sense maanslowly develop towards “dominant” or “strong’bgtter:
strong esteemed) meanings and replace thenit’is very interesting to see that weak signalg stabe really
weak and develop over time towards a dominanttyedut for this, the weak signal has to be notibgd

other actors and these actors have to use this sigadtl in their (sense making).

3.2.4 Degrees of change

The totality of change processes in the Czech RiEpware sometimes called transformation and
sometimes called transition. In order to get adbaihderstanding of the context in which the charige

the Czech Republic take place, it would be goodaee some overview of what these expressions mean
and when each expression should be used. When hkgothie difference between transition and
transformation, the change process can be bettirstood. Besides, some better approaches towsds t
change processes in the Czech Republic might bsilpesafter a good reflection on the changes by
keeping the “degrees of change” at the back ofwind.

Van Dongen et.df explain 3 degrees of change, which are the foligwi

1) Improvement as a change of th& degree, because we maintain the definition of winat
organization is. These are changéthin known construction rules

2) Transition/ conversion as a change of th&dzgree, because we put one definition of orgagizin
against the other and create the possibility tasholt concerns a situation in which one goes faom

knowable definition (and connected constructioesutowards a known, new definition.

15van Dongen C.sEen kwestie van verschitburon Delft, 1996, page 40
16 \van Dongen C.sEen kwestie van verschitburon Delft, 1996, page 231
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3) Transformation/evolution as a change of tié & N" -degree, where we search for a form of
organizing that we did not have before and fromclwhive do not know what it might look like. Here
one goes from a knowable definition (and ditto ¢ardion rules) towards an unknown definition
(and rules of the play).

These degrees of change are connected with arcedatext; the content (what), persons (who) ame ti
span (when / during which period). Whether a certdiange has to be regarded to bé&', & or N" —
degree change depends on the context. Furtherindoenot totally agree with the label “improvement”
for 1* degree changes, because | do not think it wipdesible to label changes solely as “improvement”;
in my opinion these changes can also be a “degitor’. | will try to make it clear in the next gbizrs.

The degrees of change will be used in the follovdhgpters for the analysis and reflection on trenge
processes in the Czech Republic during the lasidiecSome links with the network theories of Grabhe
and Stark will be made; it will be shown that themessions game and play are also valuable in this
approach. If Grabher and Stark had used the distimbetween degrees of change in their books and
paper about transformation, the results of theirkweould probably be even better. This is for thason
that it gives some tools for analyzing the transfation process through other methodological lenses.
Some other important role of the degrees of chamijebe formed when finishing this thesis with
conclusions and recommendations. | will give somanmgples of how the change processes can be
conducted in future. This depends to a large extanthe desired and possible degree of these change
One thing is quite clear already at this stageamdigss of the path to be followed, it would beyvgood

for a more efficient and effective change procesthe Czech Republic to have some reflection on the
change process until now and further discussiongtalthere to go. Means for doing so are the it

of Impuls99 (chapter 6.3.5) or other initiativekelithe international conference from the Academy of
Business and Administrative Sciences (ABAS), whigii be held on 10-12 July 2000 in Prague

(http://www.sba.muohio.edu/abasBy means of these kind of initiatives, equivatbadi about the change

processes can be removed. The less often mulgpléies exist, the less there will be spillingesfergy
and frustration about undesired results. | strorsglgport this kind of initiatives (as can be seantle
Internet page of Impuls99); according to me this le&d to reformulation of the change processes@nd

finally bring about the desired changes in society.
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3.2.5 Social aggregate versus configurations

When these actors form some groups, this mightitrasmetworks. This partly depends on whether the
actors are loosely or tight coupled. Therefore tlagropart of the results of the Erasmus Researolsr
can be used for explaining the development andtsesti networks. These are the theories concerning
aggregates and configurations. According to thendiein of the aggregate, the interaction between
elements is not there or, if there is some, itdsessential (De Laat & Maas, 93:28). On the contria
configurations, walo have a continuing, strong interaction pattern.rfnopinion, these configurations
with tight-coupled links can be considered as dtrtstg a network. These networks can be focused
mainly on the cognitive aspect or the social aspdmit in all cases both cognitive and social heze.

The next chapter will deal about the theoreticpkats of a network perspective.
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Chapter 4 Towards a network perspective

4.1 Introduction

The results of the research of the Erasmus Res€&lp as discussed in the previous chapter resinte
some good tools to analyze and intervene in orgéinizal change processes. Because the levels of
analysis are on configuration and actor level,ahidence and explanations of the current situdtiche
Czech Republic can be better discussed and unddrbtovarious actors involved with the transformiati
processes. When | want to get a thorough undetlisigiad certain processes, | almost always prefer th
actor's approach above so-called macro-level agpesm This is also the case for the subject of this
paper: for building this “house” (this thesis abtr@nsformation in the Czech Republic) | would eath
have “bricks”, “cement” and other small parts ratttean than only some “components”. It provides me
with more flexibility and possibilities to build aicer “house” because | do not have to change
components and the final result is less clearlydmned. For this reason, my preference concerning
theories to use for this paper lay at the actggaeach based theories.

But | still want to mention some network-approaadnf David Stark and Gernot Grabher. These persons
have conducted some good research about transformaédt Middle-and Eastern Europe. Their network-
approach can be seen in the book “Restructuringvdlés: Legacies, Linkages, and Localities in Post

socialism” or on the Internetttp://www.soc.cornell.edu/public/dcs2/orgdiv.htm.

Although | am not interested in a complete netwappkroach, some of the arguments of Stark & Grabher
are very interesting and good for understanding@hech case. Further more, these researchers also
discuss some interesting expressions | would likenention here. After explaining these expressins
bit, | amnot going to use them in a network approach, but #vain methodology for an actor’s approach

for my analysis of the Czech case.

Grabher and Statkargue the following:

- Although institutional homogenization might fostetaptation in the long run, the consequent loss of
institutional diversity will impede adaptability ithe long run. Limiting the search for effective
institutions and organizational forms to the faamiliWestern quadrant of tried and proven
arrangements locks the post-socialist economies @xploiting known territory at the cost of
forgetting (or never learning) the skills of exphay for new solutions;

7 http://www.soc.cornell.edu/public/dcs2/orgdivcht
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- Institutional friction preserves diversity; it sasts organizational routines that might later be
recombined in new organizational forms. Resistancehange, in this sense, can foster chaAge;
has already been alluded to, we shall see thatilegyare not simple residues of the past but casm se
as resources for the future.

- The lesson to be drawn from evolutionary theorythat competition in free markets does not
necessarily favor the fit and more efficient forrh arganization: market competition is not an
optimizer (Barnett 1995). Fitness depends on thdr@mment, and the environment may change
during the course of the selection process (Camtl Harrison, 1994). Thus, even if the selected
characteristics of an organizational form were ftfigest," they would be so only in regard to a
particular, economic, political, and cultural cottehey would not be the fittest for a changingaor
different context. In place of the search for thest" institutions to manage the transition, wehhig
do better to reorient our analysis to identifyitng ttypes of organizational configurations that are

better at the search.

4.2 Social and cognitive networks

Stark’s *®opinion about networks is that these networks betwdifferent actors are positive. This might
be true for countries like Hungary (where mostisfriesearch took place) or Poland, but certaintyfoio

the Czech Republic. The kinds of networks in thed@zRepublic are mostly aimed at short-term thigkin
and are usually an impediment in establishing l@mgy market mechanisms. In the Czech Republic, you
can see some kind of cognitive network when lookihthe ownership structures between state, nationa
property fund, banks and quasi-privatized firms.e§én cognitive networks are clearly destructive:
Because of the cognitive links between these cordiipns, there are also some social links that are
destructive. Configurations are so dependent o edoer that it is impossible to dispose of certain
unprofitable parts of organizing without affectitige healthy parts of organizing. As can be seeihén
rest of this paper, the dependability of quasiesfams on government in order to survival is nowatm
greater then it was in the past. Some reason$iate the disappearance of the major role of BT’

networks with foreign customers and the new rolmohey in society.

18 David Stark & L&szl6 BruszPostsocialist Pathways, Transforming politics amdgerty in East Central Europe
Cambridge University Press, 1998.
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4.3 Allocative and dynamic efficiency

Grabher and Stark argue that the trade-off betwadtatative and dynamic efficiency constitutes a
fundamental tension in the current transformatioicastern Europe. This tension has been descnibed i
economic literature as ‘a conflict between shomntéstatic efficiency” and long-term efficiency” €e

Eliasson 1991; Nelson 1991;Dosi 1991). Murrell(19@dgues from empirical data that state socialism
was no less efficient in allocating resources thapitalist societies. Where it lagged behind was in
dynamic efficiency, in its capacity to promote iration. | can fully agree both to the argument of
Grabher and Stark and the argument of Murrell. Al§ lve seen in the rest of this paper, short-term

thinking is still prevailing in current times.

4.4 Compartmentalization

Grabher and Stark introduce the expression “commaartalization”. This can be used for analyzing and
explaining the current situation in the Czech Réipubot only in a network perspective, but alscaim
actor perspective. As Grabher and Stark state:

- Compartmentalization buffers the various sub-pdpaia from each other and, hence, allows lessieffimnes
to coexist with the currently most efficient oneghout being exposed to selection immediately. ailtgh
compartmentalization detracts from the fithesshef éntire system, the sum of the subsystems kesuy &
broader spectrum of answers to environmental angdle and, thus, ultimately arrives at an even hitgwe! of
fitness (Weizsacker and Weizsacker 1984, p. 188)

- The principle of compartmentalization suggests thas not simply the diversity of organizationsthine
organization of diversityhat is relevant for the recombination of orgatiazal forms in Eastern Europe.

- The superior efficiency of the Western branch @asduld lead --due to a lack of compartmentalizatioto a
further crowding out of other organizational forms.

As will be seen in the rest of this paper, this panmentalization had some very negative impadhen

capability of Czech citizens to organize. Furtherend is already clear that the Western branchtplare

more efficient than the quasi state firms in présiemes. According to me, quasi state firms camdah
better if the right management is introduced. Buatrfow, the Western branch plants are the cleanevi
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4.5 Loose versus tight coupling

Another expression used by Graber and Stark issocoupling”. Weick (1976) introduced this
expression in his book “social psychology of orgarg”. Grabher and Stark give some advantages of
loosely coupled networks, which according to me atders to loosely coupled actors or configuration

1) If the elements in a system are loosely couplesh iny one element can adjust to and modify a
local contingency without affecting the whole systd.oose coupling thus lowers the probability
that the network will have to (or even be able teypond to every minor change in the
environment.

2) Loosely coupled networks preserve many independensing elements and therefore "know"
their environment better.

3) In loosely coupled networks where the identity aegarateness of elements is preserved, the
network can potentially retain a greater numbematations and novel solutions than would be
the case with a tightly coupled system. As sucbséty coupled networks "may be elegant
solutions to the problem that adaptation can pdecladaptability” (Weick 1976: 7). When a
specific network fits into an ecological niche, pt#gion can be costly because resources that are
useless in the current environment might detegoeaten though they could be crucial in a
modified environment.

4) Finally, it is conceivable that loose coupling me®s more diversity in responding than do
tightly coupled networks and therefore can adat tmnsiderably wider range of changes in the

environment.
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Chapter 5 Organizational processes in Czechoslovakia  during
communism (1948-1989)

As stated in chapter 2, | do not wish to assumedt@munism was bad by definition. In my opinidrisi
more the setting in which Russian communism dewsloand the authoritarian forms of organizing
chosen in this setting that determined its collafpsehe following paragraphs, some aspects of Kzec

society under communism will be discussed.

The Czechoslovak society during communist timesheadivided into subgroups. One way of doing so is
the following:

1) Industrial workers/ agriculture (80/85%)

2) Teachers/ “intelligentsia” or educated professi®®-10%)

3) Top communists (About 5 %). About half of this goowere good managers.

This division is useful for making clear that ordysmall part of society was ruling during communist
times. Further more, it can be seen that only éfathe ruling class consisted of good managers.rébe

of it consisted of just good networkers. Anothestidction is the one made by Vladimir Benacek, who
distinguishes two “incompatible and in many respesitagonistic social groups* The operatorsand
the nomenklaturaHe offers an approximate list of occupationalhatiéis to distinguish between the two
groups and gives a table with the differences betwibese two groups:

Table 9.1. Characteristics of two types of entrepreneurship@zechoslovakia

Characteristics Capitalist Roots (Operators) idist Roots (nomenklatura)

Type of market environment Perfect competition pémiect competition

Attitude to market Market development Market mgssion

Communist Party support Negative Positive

Size of activity Small business Corporations

Main fields activity Small-scale services Corgter sector, material
And exchange production, banking

Contacts with state bureaucracy occasional (tHrduriping) Daily (through subordination)

Original source of power Bargaining skills Fiol, personal networks

Source of main income Shadow or illegal Officemuneration

Fringe benefits None various (housing, aanel, etc)

Execution of power through skills and cash tiglobureaucracy,

Remuneration, and pull

Social prestige Low High

Risk-taking High Low

Level of education Low High

SourceRestructuring Networks in Post-SocialisBrabher and Stark, page 222
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He also mentions some similar characteristics ¢f Bocial groups. For this paper, the following htige

interesting to know:

1.
2.
3.

Collusion with bureaucratic networks

Barriers against the entry into the group by oetrsd

Position of a social minority with class distinet® (Mr. Benacek estimates the operators may
have accounted for 10 to 15 per cent of employntbetnomenklatura, for 4 to 8 per cent.)
Higher-than-average income

Accumulation of money (cash, bank deposits, and/@dible currency holdings) or wealth (real
estate)

Feelings of being an overworked elite with natyr@ileges

High degree of pragmatism and adaptability andopemsity to tolerate or use unethical principles
as their means

Admiration of the Western (mainly lower-middle dadife-style

Persuasion that the state-owned physical and fiakmapital administered by them on an
employee contract basis is identified so much withm that they can use it as their own property

and appropriate a part of the accrued profits althe

Vladimir Benacek labels the remaining group of ‘rammmitted’ citizens or workers who do not belong

to the operators or nomenklatura as outsiders. istenguishes two subgroups with serious potential f

recruitment of entrepreneurs:

1

2)

A large subgroup of professional workers of tecaharientation (engineers, computer whiz kids,
workers in applied sciences, etc;) whose ambitidoetindependent can be strong
Low-ranking managers (e.g.; foremen, heads of steaihs) whose ‘higher’ position in socialism

was generally not associated with privileges.

Although the group of outsiders, about three qusidé the society, may have contained at leastasym

potential entrepreneurs as the other two groups,ofgtsiders went into business. This occurred bezau

the mechanisms of career building were such thigtafraction of the talent had the opportunityetater

the ranks of Nomenklatufd

| will not mention the rest of the findings of MreBacek here, but can strongly recommend his

contribution in the book of Grabher and Stark. Reseathis contribution deals with the second econiomy

the Czech Republic, | will mention some of his figs and conclusions in chapter 6.4.7 of this paper

19 Grabher and Stark, Restructuring Networks in Bastialism, Oxford University Press, 1997, page 221
20 Grabher and StarRestructuring Networks in Post-SocialisBxford University Press, 1997, page 222
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One conclusion that can already be made here tisrth&/estern Societies there are of course alseesom
classes in society. Also here you have some pemglptewill have more chances for being accepted and
getting absorbed by the elite. But there is a liffpreénce between the West and the practices tlea¢ w
common in former Czechoslovakia. In the lattedid not matter as much whether or not you had emoug
capabilities; what did matter was whether you atambphe communist system or not. Those who did not
were neglected by the system, which made it haaddrin most cases impossible to have a successful
career. In this way, the ‘fittest’ often did nottgechance of arranging organizational processes.

This matter of the ‘fittest’ can be discussed heféng into regard one of the arguments of Gralaimet
Stark mentioned in chapter 4.1.1. They concludédlso in free markets, it is not necessarilyfittest’

who will be favored. And, “even if the selected weristics of an organizational form were théest’,

they would be so only in regard to a particulamesuic, political and cultural context™.

| do not agree with this conclusion; according t® time ‘fittest’ is exactly the organizational fothat can
survive in any context by adjusting to it under airgumstances. For doing so, the actors takingipar
the organizational processes have to be able §o aadjust to changes. And that is what | meatm wi
fitter’ actors; these actors that are more capabkurviving not only in regard to a particulaméext, but
also in a changing or different context. Althougiimight not always be the case that free markdecise
the fittest, | am sure that market competition ofselects fitter actors than the former communiatie
the countries of Middle Europe could ever do. Ehditer actors have more possibilities to get

themselves selected and have the possibilitienpoit management practices of other societies.

During communist times, the ways of organizing wkesed on hierarchical styles of organizing. The
managers of the companies were not real managdle illVestern meaning, but just plant supervisors.
They got orders from above and just had to fulfiése orders. Furthermore, the companies weraidi}
large. There were almost no small companies ana: ths very little personal or business initiative.
Before '89, there was a planning department from gdtate that made 5-year plans for the production
companies. Developments and housing for the pdpuolatere all political concerns.

Grabher and Stark give some good insight into thevorks that existed in Czechoslovakia and most

likely still exist in the Czech Republic:

* “In Czechoslovakia during the 1970s and 80s, urtlerumbrella of meso-level "Industrial Associatigns
constituent suppliers and customers, managers arkkvg, state bank branches, firms and local Raembers
formed alliances to gain privileges from the certed created informal compacts of economic co-atihn to
limit and adjust to the uncertainties of an econashyshortage.16 McDermott argues that, over tirhesé
informal networks became institutionalized, thougbt necessarily legally recognized, and became the

frameworks to define and renegotiate claims toviiadial units of the large state-owned corporations”
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These so-called “old guys networks” played a vergartant role. So, the way to manage state ensexgpri
was largely based on networks, on the exclusiviesliwith state institutions. Guidance of theseestat
enterprises can be explained by the following quoteSo the boss in fact was not so much the bosfadi

very often he was not allowed to make internalglens...So he was limited, he was restricted, henstthe fully

responsible person in fact”. (L.Cervenka, Unile®Rrague)

Although my own opinion was that there was not gioesearch and education during communist times,
my respondents strongly reject this premise. Tiody ne the following:During communist times, large
amounts of money were invested in research, educand family welfare. But the problem was...lack of
implementation. Most companies did not have enanghey to implement the results of R & D becausefittle
cash flow as a result of the inefficiency” (P.Sémycountry chairman Shell Czech Republi8o again, the
knowledge was there, but it was not applied. Ex@emne function: The army. This is a typical secto
which had enough money, which resulted in a highliegtion of the results of research and develogmen
Czech army equipment was exported and sold in test\&great deal.

So there was generally a lot of research but vemydpplication of it during communist times. Beside
this, the knowledge from outside the communistvema usually not applied. Managers who wanted to put
Western ways of management into practice in Czdotakia run the risk of being imprisoned or losing
their job. For this reason, there was some meotapartmentalization from the West. These two reason
clearly contributed and might have resulted in lihvg@er success of communism compared to market

economy.

Supply of materials was not that good during comistuimes; lots of products were simply not avaiab
or were only available to a party member. If yountea to build yourself a cottage, there was noetac
get bricks. Therefore, you obtained the bricks ulgtoa friend working at a construction site. Thierfd
would steal the bricks for you and you would domarger service for him in return. When something wa

broken, it was quite common to use materials fraorkvand repair it whilst at work.

| already mentioned the fact that Russian type canmism was based on the “one best way to organize”
idea. This was also incorporated in the schooksystSchools here teach you the one truth. And yosk ta
school is to learn in order to introduce the truthe teacher has the truth and you give the teather
truth...People are not brought up in school to debai®ur are not supposed to do so. If you come avitth idea
which is different from the teacher’s, you totdiyget it cause it is wrong. Certainly, it will hdelp you to get
good marks to come with funny ideas from the s{i€ervenka, Unilever Prague).

Of course this is also the case in Western Europesieties, but not to such a large extent asérCtrech
Republic. Besides, the Western European students th@ advantage that in Western European society
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most organizations do work in pluralistic ways. Tl& why students will learn to think and act in

pluralistic realities more easily at the organiaasi they start working.

Social security was relatively good during commueig. Enterprises built lots of facilities for penal
welfare and social purposes. The factories owndildyo camps, kindergartens, créches and the like.
Employees could make use of these facilities Vilggufsee of charge. Facilities that were not freeras

mostly subsidized to a great extent. Furthermoegemand energy were supplied free of charge.

Ideology and slogans formed another important parRussian communism. Like one of my Czech

respondents told me:

“The communist society made use of lots of slogénghe past, it was important to be loyal to tleadlogy;

experience was not important. It was an environmaiiots of slogans and lack of training. There was
development plan for the different positions peaptaild get in the future and there were (lots afjdrs in the

companies” (J.Hrubes, works manager, PTZ factbthyilever CR)

Under communism, there was a different feelingwfiership. | already was aware of this when | sagv th
action of a Czech guy in Prague. This individuahgwived in Germany for 6 years) was always very
careful with his own and his friend’s propertiesit Bvhen walking through a public building and findia
door closed, this same guy kicked the door withftwig (a la “karate kid”) until it opened... Afterith |
wondered why he did this. Now | know why: duringroounism, state property was from everybody or,
to say it in another way, this property was notrfranybody. Therefore, the only property to takee azfr
was your own property and that belonging to faraitg friends. All the other property was state prgpe

and because of this not important to take car&lub feeling still exists.

Another essential problem of social society wasfdue that the productivity of a worker was lownce

he did not have any interest in the end produchyMaorkers were working efficiently only 1 to 2 hewa
day, the rest of it they were not productive. But this 1 to 2 hours a day, these workers got algoo
salary. Worker mentality was not that good durimg communist times; the workers did not feel that t
work really belonged to them. There was some gémesistance against the rules of the foreign suler
During communism, there was a saying that was wédespread through society and reflects the reality
of Russian communism in the Czech Republic. Thiingawas as follows: “weretendto work and they
pretendto pay. Or, in the words of a Czech manager wgrior a Dutch firm in Prague: ... This
pretending, this mutual compromise, in fact thisswlae historical compromise that lasted 20 yeard. least 20

years based in this regime. They pretended to ffey pretended to guide, to lead, and we preterttiatl we

worked. And in fact they did not lead and we ditwork. First you make figures, and this is mospamant, and
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then this reality is not so importar®erception is reality. So it was very much rooted, [that], so, the chnggtthe
pretending was very much a part of the managetiges|t was probably necessary for the managerkawee this

capacity...”(L.Cervenka, Unilever CR,s.r.0.)

In this context, it was logical and maybe even tunsive to arrange matters by neglecting the syste
That is why the habit of Czechs to do so was pbssibod in that period. This changed after the ¢elv
Revolution: suddenly the people had the opportunityeally organize in more efficient ways. Formpi

so, they have to get used to reducing equivocality communicating with each other about actioriseto

taken.

The above mentioned characteristics of the comrhumis suffice to get some better understanding of
characteristics of the current organizational (geamprocesses in the Czech Republic. | will nowticoe

by giving an overview of the organizational pro@ssin the Czech Republic in the last decade. Here,
matters like the Czech mentality, aspects of thendformation process, institutional players and
management in current Czech organizational fornisheidiscussed.
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Chapter 6 Organizational processes in the Czech Republic in the last
decade (1989-1999)

6.1 Czech mentality

When talking about Czech habits, it can be saitigbme part of these habits were caused by andgluri
the communist regime. This of course also had siompact on the current mentality. The other part is
explained by the development of the culture betbee Russian invasion of the Czech Republic on 25
February 1948. Last but not least, the presenatidio in the Czech Republic has an impact on thg wa
people act: social is always affected by cognitid cognitive is always associated with sétial

As already stated before in this thesis, the omgitinal processes in the Czech Republic were very
hierarchical during communist times. Furthermotewas very much based on the “one best way to
organize”.Pretending was realityn many cases. It was often very constructive nganize something
between each other while neglecting the systems Thibecause lots of products were not available
through normal channels, sometimes stealing wastheway to obtain certain products. Therefore, it
was quite normal to steal. In fact, it was not afiteg’ in communist society. This habit could cause
misunderstandings when Czechs went to other cesntSo, you do not steal from your friend, but stealing
from the factory you work in was considered quitgnmal. When someone came from the Czech Republic [t
Canada], | gave him this advice: once he startskiray, he should know that if he takes home a péedre, that it

is theft in [Canada] ” (E. Outrata, President Cze8tatistical Office). Evidence from both personal experiences
and my own interviews show that this attitude adriowing” materials from the company is still théne
present times. When approached with Western atiituain expatriate seeing some employee stealihg wil
most likely immediately sack this person. This istg a pity; the better approach, taking into actdahe
fact that stealing was “normal” in previous timeguld be to have a talk with the employees (befare)
warn them not to steal anything from the comparhe €mployee has to be reminded that stealimgptis
normal anymore. | honestly believe that this apphowill be enough for handling this matter: in tmos
cases, one warning will be enough.

Another part of the Czech mentality is formed bg ttevelopment of the culture before the Russian
regime. This is, to a quite large extent, influehd®y the Hapsburg period. In order to get a better
understanding about the Czech mentality, it is meoended that one read a book about Soldier Svejk:

21 van Dongen C.SEen kwestie van verschitburon Delft, 1996
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“ This soldier Svejk is a character in a Novel weit by Mr. Hacek. Soldier Svejk is a Czech soldieo served in
the Hapsburg Army. He is an archetypal Czech...Hdh& information-source to understand how Czechs
reason...This soldier said ‘yes, yes, yes' and medéewie did exactly what he wanted. That is typiftal the
mentality of a Czech. Czechs say yes but meanwtgle do whatever they want. And meanwhile evenrytisn

arranged among themselve@frans Hoekman, Start Prague)

My Czech respondents agreed to this. They toldhme@zech people would mostly try to get around the
rules. They learned that there is a difference bemwthe formal legal system and the actual ones iEhi
also a result from the past: in communist timesppe simply had to get around the rules to arrange

something for themselves. This tendency is veryrdetive in the present times.

The medium/average Czech has some kind of “waitsaed attitude, they are more relaxed than thesPole
or the Hungarians. Currently, the people seem tanterested only in the short-term effects. Some
opinions of Dutch managers in Prague about Czechs:

» Czechs have very few creative abilities;

» There is a very strong collective feeling at work;

» There was (and is) mostly some negative visiorherconcept of boss and one’s own initiative;

« Czechs argrepared to talk about other thingbut not to do them

Or, in the words of a high ranking Czech statec@fiwho lived in Canada for about 10 yeamiere is a
tendency ...in this country of overemphasizing fromt®nal themes. Identifying oneself with a slogaropposed

to an action; and particularly ...if you see a prablenot going and doing something about it, butitejlkabout how
awful it is. | am...all these people from the coummynplaining about how all the governments are & they do

not help them in this...and the other things...Watle.fiMaybe they are awful and maybe they should faste
somebody else, okay. But in the meantime, why daoivget together and do something about (E.Outrata,
President Czech Statistical Office)

Current work mentality is not that good. At preséére is a feeling like “ we want more, but ihnat go

at the expense of my private time”. There has mmme switch from working for the community to
working only for themselves. During communist tilmése people were mainly free time oriented and
used to the government taking care of them. Thémidvas in the beginning also extended towards
capitalism. But slowly people discover that it ifatent: “The only person taking care of me is &ifs.”

But there surely still are people who are still midg on the state. Like one of my Czech resporsitaid

me: “ In the last 5 years, people in [our company] got a goo@sal.But when [our company] offered some of the

people a flat for low rent, these people simplyoesled they were low on money. This can be expldigehe fact
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that people now still think the state is resporesitdr arranging people’s lives{A.Jirousek, Supply chain director
PTZ, Unilever CR).

When reading the above-mentioned characteristidSzeich mentality, you might understand that these
characteristics had major impact on the chancss@fess of Russian communism. This might even mean
that the failure of Russian communism in Czechatavis due to a certain extent to the Czech migntal
Just take a look at a statement made by a Czechgaam Prague about the Germans

“ ...Look at Germans, they were doing well under bethtems; it was an old story, that they were dewed both
under one system and under another system...Bechagehd some qualities, some features like beird ha
working, being disciplined, organized. So all thésatures had an impact and are important regarslle$ the

system” (L.Cervenka, Unilever CR)

These differences apply not only between the CRehublic and the Western European societies, but
also between the several Middle European sociéflgs. might even be one of the reasons why countrie
like Poland and Hungary are more successful witlr thansformations:

“ Compared with the surrounding countries, say Hangand Poland, there is a much lower sales menthlere,
[here they are] much lesser extroverted, much mio@verted...they have lesser initiative, much lieésative. |

very often hear from colleagues working in PolamdHangary that they had to hold people back. Arid th about

the opposite here, here the expatriates are hetdkb@rans Hoekman, Start Prague).

When putting it very generally, my own opinion abthe current problems of Czech society is that ihi
to a large extent a problem of switching from raadtgtto pro-activity. Of people who were not usand,
maybe more important, not allowed to act proacfivelthe previous context. Now suddenly they have t
act pro-actively and to be competitive. This opmibhave is supported by the following quotes of
respondents | interviewed:
“ According to me, the technologic knowledge wasd¢hbut the ability to use it was not available”.Jfkousek,
Supply Chain Director, PTZ, Unilever CR)
- " Academically, our people certainly know everythiwhich has to be known about management. Buighait
the point. Actually ...that is the negative point..hage got a minister of finance who is a very gooohemist
but does not know anything about managing. | realbhnder how he came to get ahead around here. And i
goes all like that” (E.Outrata, President Czecht&tical Office)
But this switch from reactivity to pro-activity ften quite difficult to establish. This can be rsée the
next chapter, in which some opinions and staten@riisitch and Czech managers about management in
the Czech Republic are being mentioned. Here,ritbmseen that the Czech people often have troubles
owing to the fact that the old way of thinking t#l poredominant in their minds. But it can also $&en
there that it is in fact possible to switch for theople concerned. In order to do so, there isvang
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important factor to be established, and that ip@rananagement. Proper management often means that
this management should not consist solely of ‘fatyneommunist actors’. This and other issues wdl b
discussed in the next chapters of this thesis.
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6.2 Transformational processes in Czech society aftNovember 1989

6.2.1Transformation general

...And then there was the transformation. This tramsétion started almost immediately after the Velve
Revolution. Although very few people knew were & the transformation process itself was quiterbfea
aimed at establishing some sort of a market econding process that took place during the first year
was influenced a great deal by the ideas and backgs of only one actor: Prime Minister Vaclav Kdau
Mr. Klaus, a graduate from the Vysoka Skola EcordaiUniversity of Economics, Prague) was and is a
very good economist. Regrettably, he is (as ar@stial Czech people) quite technocratic. Togetbitr

his Government, he almost exclusively looked atcitgnitive part of transforming. | fully agree witime

of my respondents statingt think Klaus was not the right person for theastge process in the Czech Republic.
The change process was not fulfilled in the rigaywKlaus is good in “economic things”, therefore Wwas the right
person for the financial ministry. But it was natogl that he became a Premier, since for this pmsijiou also need
knowledge about law, social knowledge, etc.; thiewledge needed for the position of premier wastmete with
Klaus... During '91 until '93, the group led by Vael&laus had no real competitor, there were no altgives. It
would be better if there were some 2 or 3 (stropgjties with different points of view”(J.Pokorny, Project
Manager, PTZ, Unilever CR)

Another destructive aspect of Klause's way of goirey was the fact that he was only interested in
economics, mainly macro economic indicators. Besiths, Klaus followed a so-called “laissez-faire”
policy, which was probably the worst policy to falt with Czech citizens. Further more, Klaus had no
real competitor. Because of this, there were nody@lternatives to choose from. This lack mightena
been destructive for the change process after 1989e were simply no better alternatives to choose
from.

During the first years of transformation, the pgliof Klaus’'s government was very well known and
results seemed to be very good...until it becamer dieat the economic view of Klaus remained
perception and the reality was much worse. Of eguitse cognitive part of transforming society isywe
important. For a successful transformation, a gdeat has to change. Legislation has to be putaicep
laws have to be developed to support the procgssuntll now, there is still a main obstacle becaofke

big faults in laws.

But at present, it becomes more and more cleathkatognitive part is not the most important armsim

difficult part of transformation: the human part svdgo0 much neglected during first phases of
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transformation. When taking these social aspectsantformation into consideration, it can be codedd
that the actual transformation will take much lantiean (originally) believed by the Czech governimen
and the European Union. The actual transformatiotimé Czech Republic will take a few generations, i
will take this much time becauss the fact that the whole society has to chandeerd was a big
turnaround in people’s mindset after the Velvet &tetion. People now receive information and act
according to it. But many people are not able tesdoMost of these can be found in the group opfgeo
who were born and grew up in communist era. Takitg regard that about all people currently working
in Czech organizations belong to this group, ias difficult to see that it will take longer thd® or 20
years to transform society. | will offer some deepederstanding of the transformational processes i
Czech society after November 1989 in the restisfahapter.

6.2.2. The first years after the Velvet Revolution

At the end of 1989, most middle-European countrigenging to the former Soviet Union experienced a
revolution that resulted in separation from the i8oWnion. In countries such as Poland, people were
protesting on the streets for months. In the CRgpublic, “Something” happened in a very shortquiri

“ The Velvet Revolution went very fast in the Cz&gdpublic. It started on 17 November. Between 1d 24
November, the revolution spread really quickly. feheas only a very small group who thought evengtshould
stay the same. The other part of society agreetigbimething should happen, although nobody knew stauld
happen. After 17 until 24 November, “normal’ lifeaged again...” (J.Pokorny, Project Manager, PTZ, Unilever
CR)

There was not that much resistance of Czech irdnatSitagainst the communists. Jan Urban, a former
dissident and till recently publisher of the nownkaupt magazine called “Transitions”, is as cyniaal
some of his old dissident comrades. He quotes ssieiint and present president Havel who concluded:
the labour union Solidarnosc in Poland had ten ioiill members, we had ten million eakdrban continues:
Those ears listened to Radio Free Europe and theeVaf America. Always at home, always safe...| askede
older friends later whether somebody could rememndeneeting where it was decided what we wanted afte
communism. Nobody could. We only knew what wedtidzant [anymore]...?%.

As Jan Urban already stated in his interview wille ‘Gelderlander”, Czechs just did not know whaddo
after communism. According to me, they still do knbw. Although it can be concluded that the Velvet
Revolution was generally aimed at freedom or deamgrthe results of this revolution were much wider
Suddenly, the Czech society became part of a miggfebopen system. Further more, the worth of goods

and services were quantified. And, to further cdogpé matters, the Czech actors brought up in
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communist society had to get used to being resplenfir their own lives. And this was and is exgactl
one of the big problems of the present situatiorso they have the advantages, they have thétgriiey want

to have share profits as they have being in capital But they do not want to bear the responsifiilit. Cervenka,
Unilever CR,s.r.o.)Another problem was that the Czechs were not sedutg change as the citizens of
other Middle European countries. This might be aixmd by the relatively good position of the Czech
Republic after the Velvet Revolutioh:.Problem of Czech Republic was that they had tasyea start. They
had a feeling that they were doing well. And theeze also a lot of excessive expectations fronsthealled Czech
way to the future and...If you look now, in '99, beech managerial class, all Czech managers, all @Qigch
mangers failed basically. All Czech big state conigs are failed and together with them what hakeéais the so-

called Czech managerial stylél..Cervanka,Unilever CR,s.r.o0.)

This failure of the Czech managerial style is quitgical: after the Velvet Revolution, lots of foem
managerial practices continued to exist. But lotsttem have the characteristics of ‘flowers of
Catherine®® in current times: they are not needed anymoreaa@dh most cases even very destructive for
current organizational contexts. This accountdristance for the pretendingNow, you imagine that these
managers, these business units are suddenly expogbé reality of the market. They simply...welgytltan lie,
they can pretend, but well, theality is reality finally” (L.Cervenka, Unilever CR, s.ro.).

As can be seen through the whole of this thesgsirthin problems of current society are those ‘fienad
Catherine’- aspects of organizing that might haeerbconstructive during the communist era survthed
Velvet Revolution and are now destructive for teeelopment of Czech society.

One of the factors that contributed to the survifatertain organizational practices might havenbihe
way the former Nomenklatura developed after thev&teRevolution. After the Velvet Revolution, there
was some law preventing these former Nomenklatana fgetting employed in influential governmental
positions. The list of controlled positions was nated for this. But there is a law that excludes
functionaries of the communist parties, former agerf the secret service and members of the seetall
workers militia. These people are excluded fromitims of responsibility in civil service, not of
employment, but from positions of responsibilityldk of these former nomenclatures went to theemirr
quasi state companies. Most people who are suctéssfuasi state businesses now in the past hgd hi
positions in ministries and the like. They made obéheir contacts, learnt quickly how to changeitth
behavior and gained lots of property. So, while fdvener communists were less fortunate in countries
like Poland, this was not the case at all in thedbzZRepublic.

22«Charta '77, de club met de 10 miljoen oreie Gelderlander (Dutch newspaper), 28 Septemt29 19
% Flower of Catherine: something that was needexidartain context, still exists, but is not necgssaymore
given the changes in context.
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Or, in the words of my respondents:
- “Nobody knows what happened to these people...thiiohatid not break, it just became deflated. It is

deflating slowly and has just spread a little. Amathing happened [with them]...You ask yourself wigah

existed between the party, so the people practitieglictatorship, and the citizens. And this appew®t to be

so much...at all...after communism, most of these @dopt stayed in position or moved to businesses
(F.Hoekman, Start Prague)

- “ The Klaus government tried to kick out the ex-comists. But it actually helped them to start busgess
Because of their contacts, the ex-communists wéresharper and were first to start thinking abalé future.
They had the information and former contacts to @ejood start® (A. Jirousek, Supply Chain Director,
PTZ,Unilever CR).

So currently, lots of former nomenclatures are \waykn the quasi state organizations, where thégvo

the old ways of doing business, which was basidzdised on supply. It will be clear that the Govezntn

in this way did not reach its goal of decreasing tble of the former nomenklatura in Czech Society.

These people now often have influential positianthie quasi-state organizations, while the devetogm

of exactly these organizations play a very impdrtale in the current change processes.

An important step after the Velvet Revolution wias testitution of some of the property from thdesta
the original owners. An example of property retititn after the Velvet Revolution is the Lucerna @tre

at Vodickova Street in the center of Prague. Thé&atre once belonged to the family of Vaclav Havel.
After the theatre was restituted to Vaclav Have president sold it. Currently the theatre is Usedll
kind of parties, for example, an 80’s party on &y nights.

Although the restitution itself can be consideredh&ve been very successful, the consequencesaere
always as good. One of the examples | can give isatee following: | know a Czech man who used to
live in the grounds, which originally belonged ts flamily. He showed me a very big area of woods,
fields and the like just outside Prague. He musthaad spent some wonderful time there while grgwin
up. But then there was the Velvet Revolution arglilteng restitution of property. All the confiscdte
property was restored to his uncle, who immedidtalgw the man’s grandmother, mother and him off hi
property. Now, same man has to live on about $3®@m=th while his uncle has lots of property and enor
money than he can ever spend...and this is only dritheo many instances in which the results of
restitution were not that positive. In several sagbe restitution resulted in the richer peopleobgng

even richer and the misuse of regained properties.
After the Velvet Revolution, almost all the orgaatipnal forms in the Czech Republic changed

dramatically. The former 100% state governmentajanizations were divided in the following

organizational groups:
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1) Private companies, which

A) Started producing. Mostly with a short term pergipecand lack of investments. Mainly

smaller companies with less than 100 employees

B) Made as much money as possible out of the business

C) Received money and closed the company
2) State companies
3) State institutions
The second group of state companies developedhietourrent quasi-state companies. Mostly owned by
investment funds, while a large part of them i stvned by the state through the Consolidation BBan
and the National Property Fund. David Stark andzlééBruszt made a diagram of the links between the
following actors and configurations: quasi-stateegorises, IPF, Bank, Consolidation Bank, NPF and

Ministry of Finance. This diagram works as follgts

Ministry of
Finance
National > Consolidation
Property Bank
Fund
Bank Bank

¢/

JANIVANIVAN -

> >
ENTERPRISE! Lines of Ownership

Lines of Finance
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As can be seen in this diagram with networks of enship and finance in the Czech Republic, there are
many cross-links of finance. These cognitive andiaddinks result in some very destructive mutual
financial dependence. This dependence preventgsabilonging to the networks from taking tough
measures. When certain configurations in the chendoing badly (as is the current situation), hele

network is losing out.

For a proper development of Czech society, theseiinks of finance need to be abolished. The banks
have to become independent and make their own vthput influence of the Government:
“If the government wants to find a sustainable iolu to the economic mess in which it finds itsielfyill need

commercially run banks that can kick industry isttape- not politicized ones that encourage delssmhCzech

grandeur”®®

The private companies that started producing arenembers of the above mentioned networks. They are
currently quite successful. At least, as well amganies can be in the current context. But alsthim

kind of organizations, many improvements are pdssibne of these changes is connected to the change
from short term into long term vision; a switchfatus from allocative efficiency into dynamic eféacy.
Another way to improve is to look at Western waymanizing; this was not possible because of the
compartmentalization between 1948 and 1989. Thisbei seen further on, when the management in

present quasi-state companies is discussed irefutétail.

In the first phase of transformation, in Klaus's,gpeople really generally believed that you caukke
something decent out of those companies. But newsliwly becoming clear that this is often not
possible. Most Former State companies are slovelgmtiearing and most probably will ultimately form a
very small part of the future of industry in thee€h Republic. This is mainly caused by the habiits o
Czech citizens working in these former state corigsah The middle-age people still often find excusey wh
they are not able to deliver. They were not fortedmprove situations during communist times. Taey mostly
employed in the old type of companies which ateatined by the state and some Czech businesseSé(iych,

country Chairman, Shell Czech Republic).

In chapter 6.4.5 the organizational processesrindo state companies will be discussed furthehalgh
these processes had a major influence on the batitiom of Czech business environment at presedit an

caused many companies to collapse, the healthy aoiep also have problems at current times. Because

% David Stark and Laszl6 Brus®pstsocialist Pathways, Transforming politics amdgerty in East Central
Europe Cambridge University Press, 1998, page 160
5 Sins of the father8usiness Central Europe, November 1998
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of the environment, the good entrepreneurs withdgmoducts also can go or already went bankruptr th
suppliers fail to deliver or their customers do pay. This results in the bankruptcy of in essdreathy

organizations.

6.2.3 Corruption and tunneling

There were also some corruption scandals (likectireuption at SPT Telecom / OD§ and lots of
tunneling stories in the years after the Velvet dtation. As can be seen in the enclosures, theelimm
was exactly what Dusan Triska (former adviser ohibter Vaclav Klaus) expected when coupon
privatization was still on the drawing board. Butvias expected to happen in the privatized companie
not in the state-owned on&s But it did: while the state and state-owned basthsowned large stakes in
the former state companies, their assets were Istiipged off. Fund managers of investment fundsifb
that nothing in the law prevented them from tramgfg money from the company wherever they wanted.
Concerning this, it can be mentioned that nobodywsihow much of the corruption and the tunneling
really happened. Another conclusion can be thagg most likely far less than people think. Bueline
Czech manager | interviewed stated, perceptioealty. But on the other hand, reality is alsoitgal
Or, to say this in more general words:

1. If men define a situation as real, it is real ;mdbnsequences;

2. If men define a situation differently, it is realits consequenc®s

Although the corruption and tunneling were not tihatich of a real problem for Czech society, it
prevented the Czech citizens from looking at tted peoblematique And so somebody had to steal them
and so we start chasing thieves around the wortdeind of doing something. Again, people, insteatbaking
where the problem is, [...], are looking for who stdlfrom us. But there was nothing there in thst folace. A few
trickers managed to make money out of nothifigOutrata, President Czech Statistical Office)

| think this is again some issue of taking resphifigi: Czech citizens still do not take responkipifor
organizational mistakes. It is almost nerebut alwaysheywho made the mistakes. Therefore, it would

not be the responsibility of the citizens to takene responsibility and conduct some action.

% Bribe claim in Telecom dedPrague Post, Jan-Feb 1999 (??)
7 privatisation guru foresaw tunnelingrague Post, January 1999
28 Anne Marie van DongerGulture as MethodEburon Delft, 1997,page 157
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6.2.4 Transferring knowledge

As | discussed in chapter 3.2, actors can traribfsr learning experiences from one context to laeot
context. This is however not always the case, sihees are at least two pre-conditions that havieeto
there for knowledge transfer to take place:

- The actors have to get the possibility for incluasio another configuration/context;

- Actors have to really use the knowledge from thepotontext offered to them by other actors.

We already saw that during communist times, thecEamciety was to a large extent compartmentalized
from the Western European societies. There werngfegr contacts with the outside world, which resdlt
in few chances for learning experiences by meaniseoimultiple exclusion effect. And even if therasxa
learning experience, actors who wanted to applytirethe Czech Republic did not get a chance teado
Therefore, the most optimal ways of organizing waften not realized in the Czech Republic: thers wa
simply not enough variety in choice, only the steth“one best way” which was often not the beslhat

After the Velvet Revolution, this whole situatiohanged: while Czech Society had at first to deah wi
the “one best way of organizing”-approach, they imad to deal with an open system in which thereewer
multiple possibilities to organize. This situaticalls for a completely different approach of actors
society. The Czech mentality of saying “yes” buingosomething else in meantime might have been
constructive in previous time, but this is cleanlgt the case in present situation. Because of thés,
overall Czech mentality had to change a lot after Welvet Revolution. This was the situation fooab

all the organizational processes that took plac€Zech society. Like a teacher of the Vysoka Skola
Economicka v Praze (Prague University of Econontick) me:“ the main problem of the transition was to
change the structure of societyDoc. Ing. P.Doucek,VSE Prague)ln order to do this, Western ways of
organizing have to be introduced in Czech orgaitimat processes as efficiently as possible. Ways fo
doing this are to either employ expatriates in nizgions in the Czech Republic or to use the kedgé

and experiences of Czechs with foreign experiernidgs. will be discussed further in chapter 6.4.1.
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6.3 Institutional players in the transformation process of the Czech Republic

6.3.1 State institutions

After the Velvet Revolution, the role of the stateanged dramatically. As a consequence of theofall
communism in the Czech Republic, the state didhaste to deal with orders from Russia anymore.
Besides, the stake of the state in former statepanies had to decrease. Although it is common
knowledge that this stake of the state in formatestompanies is still too much, it is a lot Idsantin
former times. State institutions got other dutiesl @ompetencies and state officials had to leam ne
skills. For a market economy, actors have to gppsted. While in former times the actors had twvee
the state, currently the state should serve thersactThis demands some switch in mentality of civil
servants, which is not always as easy for a lauofent state employees. One of my responderdsisai
following about the customer service of state @dfictowards the companies and society:

“They just rule themselves, they do not perceiwdr tmission as something they do for the sociétyy tdecide for
themselves, so they do not, in practice they ddaiat into account the opinion and feeling of stycanough. So, it

is this unbearable lightness of deciding. Thereissing link between the political decisions anel itlhhpact on the
business. So it is very clearly missing. So thetraldition of ruling without seeing the consequencestill here”
(L.Cervenka, Unilever CR, s.r.0)

So at this point, some major changes are cleadgssary. This has partly to do with learning exqgresés
(which take time to take place), but also with #éitttude of civil servants. This attitude is quitasy to be
changed, as long as the people are aware of th toeehange and are prepared to make the change
happen.

The changes of the last decade also demand somievedlys of communication. This asks for new ways
of communication and other channels and actorsitamaunicate with. Development of this will take time
and lots of effort from the parties concerntde are now in the transition from the old, frohetprevious, to

the new. But there are still not established wafyganmunication, of channels of communication bemwehe
industry and the policy makers, they perceive ttemrexcessively independent. So they are still setiuo this”
(L.Cervenka, Unilever CR,s.r.0.)

So the communication channels are still not th€@ge of my respondents mentioned that in some
instances the communication is even worse: whilitnducommunism there were at least some ways of

communication, these are also gone now. So alsasiect of life has to be rebuild almost fromtstra
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6. 3.2 Government and politics

One of the most important aspects in the transfoomgrocess of the Czech Republic is formed by the

political situation in the Czech Republic. For aeessful transformation process, it is importaat the

government be supportive of organizational procesd until now, this has not been the case. This a

least because of the following issues:

1) Governmental jobs pay less than jobs in businelssrefore, the best people often start working in
business or are bought away from politics by bissine

2) Governmental workers also have to learn

3) Connected to 2): here, the inflow of foreign knadge is even less than in business life

It is quite well known that there is still too mu@overnment bureaucracy at present. An analysikeof
non-governmental National Training Fund carriediaut998 revealed serious deficiencies in the anéas
organizational structure, human resources, effegtigs and preparedness for EU membership.
Furthermore, it confirmed that the Czechs lackey @emganized approach for dealing with the change
process. The main reasons for the poor state oGtheernment’s work force are owed to the fact that
many qualified workers leave civil service, there ao standardized training programs and therddsla

of personal motivation, responsibility and deperilitgbThis can all be seen in the article “overliag

the Czech civil service”(Prague Post, February B999)

This article continues with following conclusions:

e The average monthly wage in the private secto3id9D crowns, compared with 11.840 crowns in
the public sector. This, and the lack of a consistgystem of career advancement and work
evaluation, leads to “zero interest by new spestili;

* The legislative department is hopelessly shortadpbe, as this work requires lawyers with five to
seven years of experience ;

» There are initiatives for preparatory courses atedfz universities. These will also include
psychological preparation for the servi€&ate workers must realize they are here for thaplgeand
not the other way round

» The NVF study revealed serious shortfalls in theegoment bureaucracy’s organizational structure.
Because of the lack of defined job qualificatiomsl aights, nobody is empowered to make key
decisions except high-ranking administrators.

* There is a lack of mid-level bureaucrats to faailitcommunication between local districts and the
central authority. This means that about 90% ofdaltisions are currently made by only 6% of the

ministry staff ;
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» Past attempts to improve organizational structumeehbeenall talk and no action Economic
problems had priority, while state administratiaame second or third. Part of the problem resulted
from the new regimenheriting a hierarchy that was developed under communist regime; i.e. a

centrally planned econoniy.

| do not want to give my own opinion about the daling, but one of my respondents told me that d@urin
communist times the less capable people went ibsgwice: “ During communist times, everybody had to
have a job, even the lazy people and people witBnatigh skills. Most of these people ended upvih sgrvice.
They still act with lots of bureaucracy, state adfis behaving in the old fashion, lots of trouldeget permissions.
The state does not serve business, they want lsssimelo what they like to se€P.Senych, country chairman Shell
Czech Republic)

| do not know to what extent this quote can be még@ as truth, but if this was the case it willidiéély
have an impact on the current changes in the CReghiblic. But even if this quote is not true, imsst
likely that the less capable persons are workingtahe institutions. Wages in private enterprisesnauch
higher for the right persons, so these will preafework in private organizations above working the

state.

Another Czech manager told me that Government seein® be aware of their role and still has atdot
learn. He said that the Government would not be ablwilling to really improve the problems of the
country. | will talk later on about my meaning centing the ability of the Government to really irope

the current problems of Czech society. For now,ould like to mention some aspect connected to
willingness like every configuration or (group of) actors society, the Government also has certain
interests. On higher levels, the votes of sociegns to be a very important interest. This prevéms
Government to a certain extent from taking somghomeasures that have to be taken in the nextderio
Like one Dutch manager of a recruitment firm in de@ mentioned, the ‘clean hands policys now
considered to be only another power game of thee@worent. Another consequence of interests is that
they very likely lead to the situation that certaictors or groups of actors are helped soonerdtieif
than others. As one of my respondent toMds, it is very clear, there is no sense of urgeinctheir approach
and it might be, you might say...let's be more sajghi®d in explanation of this delay. ThavkGHT be a political
interest in not having a very clear transparentnfrawork. It might beébetter for some local.this might be an

intended approachVery often, very often.some political interest of some part of local basisi’ (L.Cervenka,

Unilever CR,s.ro.)

2 Overhauling the Czech civil serviderague Post, February 3-9, 1999
30 Clean hands: we mean it this tinlrague Post, January 20-26, 1999,A4
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Another important issue concerning government i8 fupport and trust of the citizens towards
Government. Especially during the transformati@ystof the present times, it is extremely importhat
the citizens have faith in the politicians and bpportive of governmental actions. And this is dlyagne

of the problems of the present times: The suparitizens for government is decreasing. Peoplesigpt

of the power games played in politi¢Right now, most people are disgusted with pdditiife since it is mostly
politics and not really finding or implementing stibns” (A.Mikova, Financial Controller, Unilever CR, s.n.o

And this disgust of the power games is not the aelgson why support for changes in society is
decreasing

“ The people in the Czech Republic experiencedldbeyears that they worked the same, got more yaran
travel free, can buy all kinds of goods (mostly anted from the West) and now suddenly the Goverhmants to
shut down state businesses. This probably wouldecau lot of unemployment, and people will not pttes...the
closing down of non-profitable businesses shoukkehzeen executed right at the beginning of the gg®cAt that
time the people were eager to get to a [market eoof) and were still prepared to make offers to tpetre. This
situation has changed now, because they saw m#ielybad parts of the market economi?.Senych, country

chairman, Shell Czech Republic)

The non-supportive attitude of citizens towards &oawment and the political games played in
Government are very destructive for a proper dgraknt of the Czech Republic. For a successful ahang
of society, it is very important that there is sorfreon-) coordinated action. As stated above,
uncoordinated action is hard to reach in Czechespeit the moment. Therefore, there most likely toas

be some kind of organizational initiative to esisil coordinated action in the Czech Republic.
Government can not fulfil this role now. But mayd@me other organizational institutions can: the-non

governmental organizations like the just estabtisihepulse99.

6. 3.3 Legal framework

Quite generally speaking, it can be concluded ttetegal framework necessary at present is coelplet
different from the one necessary during the comsturdgimes. Therefore, the whole legal framework
had to be reframed after 1989. In doing so, thecRtaw-enforcers had to deal with matters sucthas t
following:

a) Consistency of new laws with European Union laws;

b) Old “law system” being completely irrelevant foetpresent situation;

¢) Rapidly changing society.
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This coupled with the fact that lawyers also hadearn made the task of implementing a Western
European typ law system extremely difficult. Umtdw, a large amount of legislation has to be chdnge

towards a more Western style one.

Probably the clearest problem of the present lastesy connected to the capitalist context is thetfaat
there are no appropriate laws concerning paymdtis. together with the bad debts situation of many
domestic firms (the quasi-state companies) resnltsome real pressing and serious problem for
organizations doing business in the Czech Republie.same situation was there in the Slovak Republi
till recently, but fortunately this country now hfisally dealt with this. But in the Czech Republtbis
basic framework for capitalism is still not thefiereceived a call from my Slovak colleague andsiagd that in

Slovakia they adapted quite drastic measures fgnmt. ...So it is still not here in the Czech Reputhere it is
still that habit of ‘we pretend to work and we med to pay”.(L.Cervenka, Unilever CR, s.r.o0.)

Unfortunately, this is just one of the problemscofrent law system in the Czech Republic. Likecdm
everything in Czech society, the law system alad to become accustomed to another (economic)
reality. This of course asks a lot from the peapf® have to deal with it; they also have to leard get
used to another way of handling matters. And evem,t development of a proper law system will be

difficult. Western society also needed time to dewé¢heir law system.

6. 3.4. Role West/EU

Some of the Czech respondents reacted about theofdhe European Union. The first comment about
this is the fact that the EU might not have seearty enough the fact that former communists gt in
power again after Velvet Revolution because theyewso flexible and accommodated faster to the
changes. They also stated that the European Usionly talking about the cognitive aspects of Icivi
society. It discusses too little about the humapeets, like moral and personal developmémtost
important, for example, is it so important to hareact, to have a law, as opposed to having theadtnctioning

of the body” (E.Outrata, President Czech Statistical Office)

| can agree with the last statement, but do nottseeole of the EU in developing the human aspéds
stated before, | think the problem of Czech sodietyasically the difference between reactivity @no-
activity. This can be changed by the influencearhs group(s), but I think this should be other ahes

53



Chapter 6 — Organizational processes in the CzeghlBtic in the last decade (1989-1999)

the EU. A perfect example is the current Impuls@®aement, which can play an important role in this

issue in the (near) future.
6. 3. 5 Impuls99

Montesque made a distinction in following powergilstative power, executive power and jurisdictional
power. At present times, we also have the MediadPolw present plural societies:

a) People are quicker, more direct and more iddadito approach

b) People are easier, but less connected

c¢) Support is offered more quickly, but also dases quickly.
Central control or power of politics is eroding,lipos is becoming less and less powerful. Themrfor
public interest groups and/or media get a biggkeriroreaching society.

One of the public interest groups, which might haeene good impact on Czech society, is the new
public interest grougmpuls99 founded at the end of July 1999. This group of dbzentellectuals
published an appeal to Czech society calling olitipiains and the general public to address importan
issues and finally do something about the problem€zech society during the first decade after the
Velvet Revolution of November 1989, More information on this group can be found oa group’s
Internet site:www.impuls99.cz This site in Czech, English, French and Germasiudes a list of
signatories, a copy of the group’s manifesto, paigpings, and more. Besides, the visitors of #ite

have the opportunity to sign the manifesto.

The opinions of this Impuls99 group are various:

- “What makes me feel good, or positive, is for inst&that new initiative Impuls99. That is, say, rilegv
Charta '77....” (F.Hoekman, Start Prague).

- “Impuls99 has good intentions but will not havdaating impact ” (former Culture minister Pavel Tigrid in
Czech dailyMlada fronta Dnek

My own opinion about Impuls99 is that it might haaevery strong impact on Czech transformation. |
agree with the Dutch recruitment manager sayinglthpuls99 is something like the new Charta’77.sThi

Charta’77 was also formed by intellectuals and &wadly helped or even initialized change in Czech
society. | think Impuls99 can do the same, esplgcimhen they can reach Czech citizens and foreign

actors. While Charta’77 did not have many meansgs® media, impuls99 has the opportunity to do so.

31 See enclosuredmpulse 99, An invitation to all members of Cz&iriety’).
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Another advantage is formed by the possibility sihg the Internet, through which lots of actorstiibo
Czechs and foreigners) can be reached. | alsordisagth some actors stating that impuls99 shoorohf
a political group: in the current situation, patiis not the proper place for people who reallyta
reach the citizens. This opinion is supported hmesguotes from my research, for examplée problem
is there is an enormous difference between whatigahs say and what they do. To the point of ttysicism;
eating up the whole political spectrum. And nobbdyg been doing what he was saying here, ever.e# dot mean
anything, it is shouting slogans which nobody he&lgethe other side will fulfil’(Czech civil service manager)
Getting into politics would more or less equal s of credibility of the impuls99 group. By stagiout
of politics, the Impuls99 group keeps its credibitind by this has (more) chance for really reaghime

public. In this way, the current “weak signal” ¢fetimpuls99 group might lead to new dominant realit
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Chapter 7 Management of companies in the Czech Relplic

7.1 Quasi-state companies versus foreign owned cpamies

In Taoism, it is believed that it can never be taldether a certain change is a positive or a negati
change. | fully agree with this; in my opinion tliepends on the context (like for instance the -pen
taken into consideration, the different aims ofatiént actors at certain moments, etc.). This dem lae
told about the so-called coupon privatization ie @zech Republic. For a more thorough explanatfon o
this coupon privatization, the reader just hasebspme book about Czech transformation at tharlbr
For now, | would only like to mention that this gmn privatization was considered to be very sudakss
in first years of transformation. But later on fretprocess, it appeared that this way of privatnavas
not really successful at all. Some - in my opinguite small - reason for this was the fact that som
persons only bought the companies to “tunnel” thBot. the main reason why the coupon privatization
was not successful is formed by the fact that nedgshe companies being privatized were in fact not
privatized at all. Because of the Czech couponagidation which was actually no privatization af al
most Czech companies became something in betweessi-state companies which were owned
indirectly by the state through the banks. Theeefat this time the private companies in CZ areniyai

small entrepreneurs and foreign companies (whittest their businesses in CZ after 1989).

By now, it can be concluded that the foreign conmgmrare in most cases more successful than the
domestic Czech firms are. This is at least becatif@lowing reasons:

- Heritage of communism; actors grown up in commutimisés working in state companies

- Short expression/survival vision of the formerestedmpanies

- Bad payment policies and

- Resulting from this : Bad debts

Probably the best proof of the fact that foreigmoimement is good can be seen at the Skoda faatory
Mlada Boleslav. This company was an average competyafter the Velvet Revolution. But soon after,
the Volkswagen Company got involved. The Skoda emrkgot management attitudes of the West
absorbed in their minds. Skoda Mlada Boleslav novdpces high quality cars like the Skoda Felicid an
the Skoda Octavia and is currently one of the Eggporters in the Czech Republic. The success of
Skoda is even so big that the Volkswagen Compamgutly is making plans to upgrade the Volkswagen

brand to make room for positioning the Skoda bramthe level where Volkswagen is at the moment.
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With the current situation of bad debts and badragnentalities without proper laws, lots of qustsite
companies are running into the danger of going hgtkThere are several ideas to prevent bankrugitcy
the former state companies, one of which is tha ideminister Grégr of Industry to renationalize th
former state companies. This measure will probabby be efficient enough in my opinion: A
renationalization of the now quasi state compaisieésmeasure on the cognitive level, while the tsmiu

for the problems lies more on the social levelsTihibecause, for the success of Czech industmégbe
better: industry in the Czech Republic), a chamgméntality/culture is necessary. This mentalitijftsh
possible, which can be seen in the foreign compgatiiat are now already established in the Czech

Republic.

One of the reasons why these foreign companiesl@rg better than the domestic ones is the fadt tha
these firms often got better work environments. Shmple fact that these companies start in nice new
buildings or paint the old ones already make pedgds ignorant in some cases. Another aspect that
contributes to the success is the long-term visibrforeign companies, which includes training of
employees. This training contributes to more capanhployees. These capabilities are improved furthe
because of the fact that these firms make use pdtgates who are multiple included in both the @ze
society and Western European society. Concerniisg ttiere are two main approaches followed by the
foreign companies:
1) Companies which started with top management fraCtbech Republic and later on switched to help
or participation from expatriates ;
2) Companies that first started with expatriates amdently appoint Czechs out of middle management
to higher and top management positions.

When looking at these approaches, it can be seglinteach case expatriates are appointed to wdhei
Czech Republic for some time. These people carsfeanheir knowledge to their Czech colleagues.
When conducting my interviews, it was very strikithgit not only all expatriates but also all the €re
managers working for Dutch firms agreed that thendfer of knowledge was very important and
valuable. Just one of these statemehtshange in the foreign owned companies is muchempervasive
because the melting pot is much wider, much widerdy.multinational. It is the difference betweermking from

the inside and from the outside. State owned corapayes, they are exposed to this. But from oefdhiey view it
from outside, they learn from us...it is much fagiesur case, the transfer of this.... Yes, it isexiely helpful. It is

extremely necessary. So, really to be exposed {t.cérvenka, Unilever CR, s.r.0.).
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But this transfer of knowledge is not always asyeddthough the Western European managers get
multiple included by starting their work in the €heRepublic, they are raised in other contexts than
Czech inhabitants and therefore often have lot$radble understanding the Czech situation. Some
opinions of Czech managers:

- “ Co-operation between locals and expatriates isngoquestion of trying to find some balance. Opisiare
sometimes mixed, sometimes there is, not arrogamgerather some lack of understanding betweenlloca
management and expatriates. Another problem isuagg (A.Jirousek, Supply Chain Director, PTZ,Unilever
CR)

- “Expatriates miss the link with the past of comnsami They do not know the starting points and doknotv
the background experiences of people. In the @m#tchs were forced to improvise and limited inrtfreedom.
Because of this lack of a link to the past, expsgsmight make many mistakes..(J. Hrubes, Works Manager,
PTZ,Unilever CR)

- "It takes long to pass Western Management tectesqun to the people in quasi state companies. ¢h su
company with 10 to 15 thousand people it takes loefpre something from the top reaches the wordr flo
through middle and lower managemerfR. van Oijen, Vice-Chairman of the Board, Nati@n&lederlanden,

Prague).

Another reasons for the success of foreign compaimeCZ is simply because of the heritage of
communism: while the present state companies d¢itere to deal with the least capable persons (bke f
example the former nomenclature), this is not thgedor the foreign companies. The last simplycsele
the most capable persons, which often means thabmpe above a certain age (about 35 or 40 years) or
certain questionable background are not employedinQhe words of a Dutch manager of a recruitment
agency in Pragué:lt was mainly about mentality. So these compani@inly looked at very young people with no
or barely any experience because these people std#reasy to form. And it is true that these peogid not have

that much experience, but this did in fact not erathat much. Because this experience they hadnaétmmunist

oriented companies, this is not valuable [experghd¢F.Hoekman, Start Prague)

By the way, both my own experiences and the expegie of other expatriates who are working in Prague
now prove that young Czechs and Czechs who havkedabroad are doing quite well in the present
context. Some of the quotes of Dutch managersagugeyr.

- “| am always very charmed by Czechs who have vebikethe Netherlands for a while and Dutch people
working in the Czech Republic for a while. Manylgeons are caused because of the fact that oldeagems
(aged > 35) never got the ability to see Westergsaat organizing...this can be explained by the mfd@lato’s
cave : The young people now DO get the opportunitpok outside of the cave ( graduating abroadtige
information from the Internet)...I see a big differerbetween young managers and managers abovesést's

32 years of age(M. Edixshoven, Marketing Manager, Nationale Nealedlen, Prague)
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- The next generation consists of very quick learrngesides, most of the young people speak Englisimpther
foreign language). The better students have studl@dad for at least half a year. Children are giog up
with Internet and the like and see more from theldvdhis is a potentially good groufR. van Oijen, Vice-

Chairman of the Board, Nationale Nederlanden, Reagu

Another important feature Czech people should tzier 1989 was knowledge about foreign languages:
“in the beginning of the 90’s, it was a big “trea®” to have knowledge of foreign languages. Irsthdays people
who had knowledge of foreign languages and wererésted in being successful had the best job clsar@tner
experiences were not that important at that timejnty because of the fact that past experiences wet useful

anymore”(A.Mikova, Financial Controller, Unilever CR, s.Jo.

Although there was a considerable amount of effokeep domestic firms in Czech ownership durire th
first years of transformation, it now appears tiwd is just not reachable. To transfer Westerrogean
managerial styles, it will be necessary to at legsbduce some expatriates or young Czechs witida
experience into the Czech firms. Some of the ctimpmions concerning foreign involvement are:

- “...Have to get Western owned. This sort of compaaresnot used to compete, they have to learn taypl
soccer”, but there is simply no time for doing Sdwerefore it is necessary for a better and morenogit
knowledge transfer that Western companies get wedoto transfer their knowledge and experiences.eigar
top management is extremely suited to create thiet Gircumstances for good manageme(il.den Haan,
Dutch chamber of Commerce, Prague)

- "I think that in CZ, the impact of foreign involwent is underestimated. By this, | mean the know-lethics
and learning experiences which can be brought dwerforeign companies...l think most quasi-structured
companies are now in trouble because of managent@niirousek, Supply Chain Director, PTZ,Unilever CR

- “There should be more foreign investment for thitoim of management and investment. Cooperation with
strong foreign companies is necessary for accestreign markets”(P.Senych, Country Chairman, Shell
Czech Republic)

- “But they had no idea what business was, nobaig has any idea what business is...That is the pnopyou

see, lack of management and capit@:Outrata, President Czech Statistical Office)

This success of foreign companies also has an inggathe preferences of young academics for leaving
Czech Universities. These academics in most casgdysdo not want to work for the state (pays too
little) or the quasi-state companies (still too imualed in the old ways). They prefer to be emptbye
either abroad or in foreign companies in the CZRepublic:“ ...it are mainly international companies which
are in the top 10 of companies where they wanttegiployed’{ F.Hoekman, Start Prague)

So also “natural selection” leads to the fact thatless capable persons are leading in currersi gtete
companies. They are leading by default, due tonplsi lack of competition.
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7.2 Problems of present contemporary state firms

One of the major problems of the present situatidhe Czech Republic is formed by the fact thate¢hs
often no demand for the products of quasi-statepeamies. These old companies produced goods during
communist times. Most of these goods were solché Russian markets. These disappeared after the
Velvet Revolution. But also exports towards the Weadlapsed after communism: goods were never
exported by the state companies, but always thraigh-TO’s. These FTO’s were the only companies
with foreign partners. After '89, however, the satihfidence of companies was so high that theypstdp
delivering to the FTQO’s. But then they discoveredas often impossible to export without the FT@rat

had foreign contacts, language knowledge and arnack. At present, foreign trade companies have
disappeared mostly. Some still exist, but theie islvery different now.

It has already been mentioned in this paper that dfganizational processes within former state
companies are not as good as in other organizétiwoeesses in the Czech Republic. This of couese h
to change, but it will of course be useless in ¢asgproduced goods can not be sold anyway or \theen
company is not paid. In this case, all the humdartsf are useless. Despite of the low demands for
products of quasi state companies at present, #rerstill plenty of employees working there whorda
work but are still getting their wage. To survitleese mostly big companies (whose contribution BiPG

is still very high) have to either close or findoaeign partner.

7.3 Barriers for Dutch firms

A lot of Western European companies started busiimethe Czech Republic after the Velvet Revolution

Although the organizational processes in these emmeg are often much better than in the quasi-state

companies, the foreign companies still face sompmizarriers for doing business. A person from the

Dutch chamber of Commerce in Prague told me thaedoarriers for Dutch companies are the following:

- Bureaucracy of Governmental institutions : Oftets lof stamps and papers are needed for arranging
something

- Restrictive law system for foreign investors

- Own interpretation competence of lower level gowaental officials

- Lack of cash-flow of Czech companies

- Jurisdictional structure for credit non-transparent
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Some of these points might be explained by conisigavhich issues are NOT discussed and can not be
found somewhere in literature. One of these nomemmightbe the fact that governmental institutions are
deliberately forming barriers for foreign investdosprotect the domestic entrepreneurs. Concetiiisig

of above-mentioned point (the bureaucracy), it sarmentioned that quasi-state companies probably do
not have these problems because of the social fioks the present times. Or, in the words of a Butc
manager:* There is a lot...not corruption, but nepotism. Téds a lot of nepotism here (F.Hoekman, Start
Prague)About the lack of cash flow of Czech companiesart mention that most foreign firms have more
opportunities to circumvent this problem than thee€h firms do. The foreign firms mostly still have
some opportunity to sell their products in otheurtoies, a possibility that is mostly not availahie the
domestic firms.

7.4 Czech management

A Dutch manager of a Dutch insurance company inglRraperceives Czech managers and Czech

managing in this way:

- Czech management is very inefficient;

- People look only to their own department and nob(gh) outside this;

- Work and private matters are strictly separatethbyCzechs;

- Private matters are more important for the Czetibecis;

- Czechs seem to be or are not career oriented;

- Employees and managers often stick to their taskrig#ions, are not customer oriented and are not
sufficiently service minded.

Following my own experiences and the informatiothgeed during my research, | can fully agree with

almost all of the above mentioned points. Whatdgjion is the fact of whether Czechs are careentad

or not. In my opinion, lots of Czeclase career oriented, which is shown by the fact th&t tf young

people study a lot, (and by this) learn some foréémguage and / or go abroad for some time. Bueks

the Dutch manager meant to say thatppearsCzechs are not career oriented because they d@mhket

that much initiative. But this can, as mentionedole explained by means of the communist era and

social arguments. These habits are often verycdiffito change; they are more or less incorporated

people’s minds. Or, in the words of a Czech prafes$ a Dutch University:everybody above the age of

about 35 years is programmed, even | am( Prof. Renner, University of Groningen)
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Quite generally, the following can be told aboue€lz management. First of all, there are mostly dbts
discussions between lower levels, but not with ligher levels. There is a lack of communication,
generally, across the border, people do not taéatth other. Also trade unions are too passivedantbt

take enough initiatives. This might be explainedthy fact that some workers are still too worried t
speak up. One Dutch manager gave an example ofvtida he talked about some business unit manager
who was very communicative. This manager went tingernational meeting with him. At the meeting,
this same business manager was very reserved dndotlisay a single word. The explanation from a
Czech HRM-manager: That’'s how we were raised, it was better to gbsarbed by the Grey masses. If you do
not say anything, you can not do anything wron@t, in the words of the Dutch managérhe fear of doing

something wrong is bigger than the enthusiasm dafigdeomething well. (H.Toch, Marketing Director, |Bay

Douwe Egberts, Prague).

Formality is another ‘flower of Catherine’ that giwed the communist past. As mentioned before,
everything was organized very hierarchical durimmmunist times. This hierarchical aspect is still
incorporated in Czech managerial stylether features of Czech management is that peapgestill extremely

formal to each other and that it is often considkete be suspicious to show initiative in a job. Ptile head of the

company is supposed to show initiati(&:Mikova, Financial Controller, Unilever CR, s.no

Another aspect of Czech management is the facptwle like to receive orders from above and simpl
want to complete these orders. They are very goarapleting the orders they get but take verjelitt
personal initiative and are not used to thinkinghlmir own during their work. During communist tigpét
was quite normal to do only the work you had to @;more and no less. Management simply did not
appreciate it if people did more. So when people teado 100 tasks, they often simply did only those
tasks. A Dutch manager of a recruitment firm ingeie

- “You have to do 100 tasks. And when you compléteske 100 tasks, the work was finished. Becausbdbe
told you to do those 100 tasks so you do thosdddd3” (F.Hoekman, Start Prague)

- “He will not say: ‘Well listen, | came tot the cdosion that we do not need blue ones but red orfgeg’ he just
says something like ‘well, the demand for blue deasot as big as we expected...Here they would \A&y:
follow the official line of thought developed byrmmagement, and we say Ok, and at the end they¥ag ; now
you see, it does not work here. Because | couldc Hald you, because it does not work here that way”
(F.Hoekman, Start Prague)

When talking about communication, it can be conetuthat this aspect of Czech management is alko sti

influenced a great deal by the former hierarchizat. People have a tendency to try to win theraegt

for the solution. Further more, they are not useddive problems. And when they are, they will ryost

not be able to solve these problems in the mosieft ways:
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“Now, they have the truth and try to persuade elbedy else that their truth is the right one...at tease of the
things that has come around the table is the triitiill show itself through debate and everybodil accept it
either by agreement or by force. The idea thatheeiis the right thing, something better will coo# when we
understand each other’s point of view does not app&nd so our people grew up being very flexilthey can
adapt to all situations, but they have very biglpemns running the debate on different ideas abaw o do
something and coming out with something that iteb#han everything that came. iAt present, the problem is that
we do not create the systems over which to impeovisid so improvise always from the base. And disalr is
therefore much less efficient than if there wa®adgworking system. Now, the moment we learn td bt system,
we have to import management and capital, we |é&aguite quickly afterwards, no problem with thgE&.Outrata,
President Czech Statistical Office)

A lot of expatriates | talked to were complainirgpat the communication with Czech workers. They tol
me that it is quite difficult to really talk aboah issue and discuss something. Like one Dutch geaina
told me:“ Asking people for their opinion is new. Reallyttiygg into discussion about an issue is even neamer
more unusual. And if you are that far that peogheegheir opinion, can discuss and agree , sometthias to be
executed. This often goes as follows: “If you adrée put the pencil here, they still put it theresde this as
destructive for organizational processes: it is solmss of time and causes lots of negative enéfgeople have
some different opinion | would rather hear this drehand instead of afterwardgH.Toch, Marketing Director,

Balirny Douwe Egberts, Prague)

About the work mentality, it can be said that peoplten seem to be only interested in doing thein o
work and do not help each other to succeed. Funthere, there is a tendency toward “problem
optimization” instead of “problem solving”. By thismean the general tendency of Czech worker®to n
solve problems but deal with them in such a way tttia Czech worker having the problem does not have
to deal with it; sort of short-term solutions. |dm from my own experiences that if Czechs have a
problem, they want to try to move the problem tagacolleagues on (what they consider to be) lower
levels in the hierarchy. Another Dutch managenérnviewed also noticed this. He seemed to feelequit
ashamed having to say the following happened atdrispany:One production manager made some wrong
production planning. Because of this, it would #ialilt to produce the desired quantities. The aan of this
production manager was very simple: he simply pestcelled all the free hours of his employees wease

production. This meant that nobody could leave ¢benpany for some days and everyone had to help with

production. Meanwhile, the same production managent on holidays...

In my opinion , this tendency of hierarchical thimk and passing on problems is probably quite commo
in Czech management. | have heard and experienoee situations in which this was the case and in
which employees who wer@drceived to belower level had to deal with problems caused bybe
who thought themselves to bapher level.
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This tendency can be considered as being veryubtise for the development of the organization.
Problems are not solved in most optimal ways. Bessithe attitude of workers towards each othetdead
bad work environment of not being co-operative.

7.5 Management quasi-state organizations

Concerning management, it can be said that thereite a huge difference between the roles of mensag
in foreign Western European companies and the mn® current quasi-state companies. In the quasi-
state companies, the general manager is more ffard manager; a plant manager of a very centrliz
company. In international firms, he should act kkprofessional manager in the western sense.

It is commonly known that there are often too maegple working in state companies still. Of course,
there are multiple reasons why this is the caseeatnoment. One of these reasons is the socialqfteh
managers do not want to fire workers who will net &ble to find another job in the current work
environment. | first thought that this is the mimsportant reason for the current surplus of workerthe
guasi state companies. But two of my respondenis gaother interesting perspective on this matter,
which is perfectly made clear in this stateméwthen people are hired in state firms, managemergsdnot
care about these people any further because ofabiethat nobody tells management in state compattdire.

Therefore management just keeps the people worfdhigough they are not needed anymoréPoc.Ing.Petr
Doucek, CSc. , VSE)

There are lots of opinions about the problems aferu quasi-state companies. Of course, there are
multiple reasons for this. One of the most impdrt@asons is considered to be the management. This
management in quasi-state companies often actsh&r own private purpose. There is a lack of
supervision. In the words of a Dutch official ineBue:*The biggest problem lay in the fact that there aveo

real owners, so top management and other emplayedd do whatever they wanted to do...” ( M.den Hdautch

Chamber of Commerce, Prague)

As stated in the former chapters of this papenriswer it to be very important that workers witltie
guasi state companies learn how to organize frarotlganizational environment. In order to reach,thi
foreign managers and domestic specialists haveetosgme chance to transfer their knowledge and
capabilities. But this has until now been very peatmtic; the top managers of current quasi-state
companies seldom give foreign and domestic spstdalhe chance to improve the organizational
processes of these companies. This occurs bedaeiseanagement of quasi-state companies still veant t
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go on their own. Furthermore, this managementtenddifraid of change because they might lose jbleir

after the changes.

7.6 Flexibility of workers

In order to optimize organizational processess itniportant to maintain and improve flexibility. sal
here, much can be improved. Czechs were not vexibfe during the first decade after communism. The
following issues can help to explain this:

1) During communist times, all housing was owned by skate. During present times, this is still the
case most often. Private housing often costs méoe than state housing. Besides, the low numbers
of available /free state flats can usually only lieed by the elite of society; the former top
communists. Therefore, it is very hard for Czedfalnitants to move.

2) In first years of transformation, there was a stamn the labor market, there was a huge “buyer

market” for employees.

This last situation is changing now; especiallyhia cities unemployment is rising considerablyliate
Current unemployment is the highest of in the Iagears, which can be seen in following diagram:

The growth of unemployment; April rates of unempiogent — OFFICIAL rates...

1995 1996 1997 1998 1999

2.9% 2.8% 3.8% 5.4% 8.2%

This is very good for the flexibility of Czech pdepbecause now employers are more willing to move.
But unemployment is still not that high at the mamdt should be taken into regard that the above
mentioned figures are official rates. So also thepbe who are officially unemployed but find workthe
shadow or black market economies are incorporatdiis figure. A successful job search dependslsrg
on geography : The country's 7 percent unemploymate of November 1998 encompasses both the
brisk job market of Prague at 2,3 % unemploymentld¢y Vary at 6.5 percent and the troubled north
Bohemian district of Most at 15.3 percent. Unemplent was the highest ranking in the district of Mos
followed by the unemployment rate of the neighbguiistrict of Chomutov (14 %). The unemployed are
mainly unqualified workers ¢ Of the people that we register as being withootkythe highest number — when
we talk about professions- are actually people auittprofession at all, in other words, unqualifiedrkers such as
cleaners for hotels, hospitals and offices, folldvibg former shop assistants and masq@deisef Kott, analyst of

the labor office in Most).
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Besides the two issues mentioned above, there lsast one other reason that might explain the low
flexibility of present times. This concerns the ¢&d aspect”. One interviewee stated: think a very
important part is the flexibility and movability people. Czechs have a very strong habit to stdkeir roots of
birth, their town...even when people are losing, ttexyd to prefer state subsidy/support for unempkaym.”
(P.Senych, Country Chairman, Shell Czech Repuldio)the Czechs are just not used to leaving thein o
order to get a job. This is also a result of comistuera: in that period, it was simply not neceggar

leave the town of birth. You would get a job anyway

For a more optimal development of the Czech Repulilis good when there are some possibilities for
the so-called “flex-work”. This means that peoplerkvat a certain company for a certain time period,
mostly employed through another organization; thexilfle work agency. These agencies and the
expression “flex-work” are already common curreirtthe Western European and American societies for
decades now, but it is very new for the ex-commtsusieties. Often the laws for applying flexiblenk

are not developed (enough) in the Middle Europegieties. This is also the case in the Czech Républ
The laws concerning temporary work are still veggtricted here, although some flexible work agescie
found a way around the regulations. Like one manafja Dutch flexible work agency in Prague told: me
“at this moment, [we make use of] a gap in the Isgatem which does not impose restrictions fotekeperiod of

a contract” (F.Hoekman, Start Czech Republidjhis trick of the flexible work agency is good; lmeans of
this the organizational processes in the Czech Bligpcan take place in more optimal ways. But iais
great pity that they can not do their job withouikimg use of a gap in the legal system. It willfae
better for the people employed through the flexibtek agencies when there were established laws for
conducting this kind of work. The flex workers haweget some protection by means of the legal syste

which makes sure that no parties can take advaofapem/ misuse them.

7.7 Second economy

Together with the changes in the Czech Republer d®89, a new phenomenon appeared; the second
economy. This second economy is most likely raktigh in the Czech Republic. One of my respondents
mentioned 3 categories that could be considereditt in second economy:

1) Fraudulent taxes (recording less than business is)

2) Having business which does legal things but ispnaperly registered

3) Crime
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Another way to divide the second economy is toddvit in the ‘black’ and the ‘shadow’ economies.
Vladimir Benacek, member of the CERGE group of @coists: “Activities of the black economy include
violent crime, drug-dealing, theft, extortion, srgligg, and some forms of prostitution and are epifd}i prosecuted
by law. The shadow economy has to do with the mEngiseemingly “normal” economic activities contexhifrom

official statistical recording. They vary from téauds to do-it-yourself-activities®

Benacek continues by mentioning some evidencehfaibasis on which some rough estimate of the size
of Czech and Slovak shadow and black economiedeagstimated. When reading these phenomena, it
becomes clear that the second and black economig® iCZ have to be rather high. This leads to the
conclusion that actual production must have begmifgtantly more than officially reported. Accordgjrio
Benacek, at least 18 per cent, but potentially B3 (!!') per cent of the labor force in the Czech
Republic may be engaged in the shadow or blackaungn(regularly or temporarily). This could also
mean that the alleged dramatic decline in the stahdf living (since the Velvet Revolution) mighmt be
reality. Vladimir also gives some evidence to suppbis, since they are inconsistent with dramatic
declines in disposable income.

When talking about the black and shadow econorhigeuld like to mention the fact that Czech citizen
taking part in these are most likely working in gtedow economies. As | see it, it is, for the npast,
foreigners who lead the black economy. | have heardugh stories of foreign mobs doing their
businesses outside of the center of Prague, rasbirirams and at the homes of expatriates anlikéhe
Czechs are more in shadow economies, which is totenal’ when considering their backgrounds. As |
already mentioned, it was often constructive ordhly way to arrange something off the record dyirin
communist times. This ‘habit’ was supported becafdbe bad legal systems during the first yearsraf
the Velvet Revolution. Because of the lack of appiaie laws, many Czechs made use of the gaps in
laws. This was mostly just on the border; betwédmnl¢gal and the criminal. One of the ways wasstie
called tunneling: buying a company from the stamsferring the money to another place and lettieg
company go bankrupt. This tunneling was very p@vialbut only during the first years of transforioiat
when the possibility to do so was there a lot dmal legal framework for preventing it was not yet
established. My respondents gave the followingiopmabout the tunneling:
- “...But | can understand the tunneling: if people asing the laws according to an existing standaittiout
conducting illegal practices, why not? (A.Jirous8kpply Chain Director, PTZ, Unilever CR)

- " The basic problem around tunneling is that yodudlly had to tunnel if you wanted to stay in mess...the

system was designed to tunnel...” (E.Outrata, Prasi@eech Statistical Office)

32 Grabher and StarRestructuring Networks in Post-SocialisBxford University Press, 1997, page 211
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Further more, one of my respondents gave someefuitisight about the tunneling issue concerning the
former minister of finance Svoboda, who was accudetlinneling at the beginning of 1999. Everyone
condemned this person for doing so. But one namissncerning this condemnation was the real contex
in which this tunneling took place. As one of mgpendents stated, there was never any intentidimeof
former minister of finance to really tunnel. He dnid wife just bought some company from other peopl
for a certain price and discovered later on thatdbmpany was worth much less than they thougtiten
first place. The only way to save some money artchabinto huge debts was to strip the company | d
not know whether this is the real story, but it ddobe clear that there are of course a lot ofedéiit
contexts under which the tunneling took place.slfust not appropriate to say: “tunnelingakvays
planned beforehand and the persons tunneling wegyalbad”...

Anyway, as one of my respondents said, the tungpésiran aspect of the past. It's better to lookhat
future now; hopefully, this future will be more fanable than the past decade. It's up to the Czitizlers

now...
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Chapter 8 Reflection on the Czech case

8.1 Introduction

When reading the former chapters of this papeuyralrer of conclusions can be drawn. This concerhs no
only conclusions about the content but also abdmittbntext. One issue not discussed in these akdpte
the fact of how | became interested in this subjieehight be interesting for the reader to knowatthhad
two alternatives that interested me: the introdurcind optimization of ERP-computer programs (fike
instance SAP) in large organizations or the chgmgeess in the Czech Republic. | chose the latter
because of my huge interest in the Czech casd,thintk both subjects are very similar when lookity
the processes that take place underneath the sumth subjects deal with change processes, both
involve organizational learning and in both cas$esdognitive part is neglected far too much. Anbath
cases, this neglecting of the human part causese sajor problems. Therefore, the principle thenfes o
both “stories” would be about the same. | telstbiecause | think it is more important to know the
processes that are under discussion than to lolgkabithe applications for the Czech case. Knowing
underlying aspects gives some further understandingrganizational processes in general. All the
important organizational principles can be foundhi& organization processes | have been studyitigein
Czech Republic.

Another quite important part of the context is fedrby my own presumptions. Although | certainly do
not belong to those people having a “monkey-atitudwards Czech society (in fact, this examplefis
course a little bit “overdone”), | do believe thhe communist past has some influence on the durren
situation in the Czech Republic. It simply has ¢ But the question is to what extent? And do éripttet
this in right ways? As | already stated, you alawehlots of dysfunctional behavior in Western Eeiap
organizational processes. Some attitudes mentionedmer chapters are also there in Western Eurbpe
is always difficult to interpret organizational pesses in the correct way. Or, to say it in Joskeords
(chapter 2.1): if someone wants to see somethimpdra it might happen like some self-fulfilling
prophecy. Therefore, the reader should be venfudamhen interpreting the social content of the utleas

3 to 6 of this paper, although | am pretty sureatma very good overview of the organizational esses
as they took place in the Czech Republic in lagt years. And | am very sure that a lot of peojple c
learn a lot and get a deeper understanding abeuwtuirent situation in the Czech Republic wheniread
some of my thoughts and my interviewees’ interpii@ta about organizational processes.
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In previous chapters, | gave many examples of fagtoCzech ways of organizing that are destrudtive
the transformation process. Many of these formslasftructive behavior are of course also present in
Western European society. What counts is the faat in a competitive environment, the fittest
organizational processes will survive. After havemmne deeper understanding about the currentisituat
in Czech society and having an overview of thelbogcks, it will be easier to intervene in thisqess. |

will give some ideas here about possible ways ahging the process, but will not really work oué th
best ways to intervene. | simply do not have thevkadge and capabilities at the moment for doing so
Besides, the ways to intervene depend to a largmean the wished for changes in the Czech Requbli
will give some possibilities for change to makestloiear. For doing so, the degrees of change like
mentioned in chapter 3.2 will be used. After thisyill discuss the bottlenecks for constructive mha

processes in the Czech Republic.

8.2 Degrees of Change: The Czech case

As mentioned in chapter 3.2, change processeseeegarded as involving changes 8f 2 and/ or N-
degree. It makes a major difference whether peosplet to establish a change of, 2 or N"-degree
given a certain context. Therefore, it is good wipeople know beforehand which path they want to
choose. Grabher and Stark also mention this whikmdgaabout path dependency: the possibilities for
further actions and “final” results depend fully past and present actions. | concluded in chapthat
Grabher and Stark would probably have made an deiter analysis in their book if they had
incorporated the concepts of degrees of changeein book. | made this conclusion because of tioe fa
that | see the networks as actors or configuratémsthe cognitive and/or social links between theath

dependent change processes are established thtmuglganizational processes between them.

It is very useful when there is some agreement éetvw(groups of) actors in a society about wheigoto
Therefore, it would be good if different stakehaklen Czech society could reduce equivocalitiesuabo
where to go. In my opinion, it is always good taluee equivocalities about where to go, especidlly i
resources are scarce. In this way, resources camséd@ as efficiently as possible. Especially in new
organizational processes, it is good to have conigation about this: in these contexts, people dib no
know what their tasks in the total process will When communicating this in better ways, both befor
and during the process, people will know what thelie and duties will be.
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As already mentioned, Czech citizens do not havehntrust in the government at the present time.
Furthermore, it can be seen that although the ®@owvent established some legal system during the fir
years after communism the Czech society did natt recordingly. This situation leads to the coniclos
that maybe the context should be broadened oreghtfiwards other aspects of society. This could be
done by thinking about the possible “thirds”: whitkho's” and “what's” arenot taking part in the
process or are even not there yet, but could mayesmajor role in the process. Concerning the absng
in the Czech Republic, there is some configuratia first was not there and (therefore) did nkéetpart

but which can play some important role in futurbisTis (as | said) the Impuls99 group. Other exasp
are yet to be established or organized public éstegroups or NGO'’s, both within the Czech Repuditic

in the rest of the world.

| already mentioned something about the decreasiegof Government in society. Although | thinkghi

is correct, | think there can be made some divisiorthe roles Government should and should ndillful

in the present. As | see it, the Czech governrisamit responsible for changing the society, but only for
supporting the society as much as possible inlthage process. This means that the Governmentdshoul
do their utmost to make sure organizational praessan take place as optimally as possible given a
certain (business) environment: for example, theu& government in first years of transition: nthithe
restitution of property and coupon privatizationrgvéoasically good. The only problem and (in my
opinion) big mistake of the Klaus Government wesat they started the privatization before estabiighi
the proper legal system. Another problem was thay tdid not only support but rather took part in
organizational processes with other organizatidhss led to the destructive interdependent linkisveen
banks, NPF, Investment funds and companies. Ancbofse there was the “laissez-faire” approach of

Vaclav Klaus, which was very destructive for theomme of the change process.

When this role of the Government is taken into régand the focus is shifted or broadened towards th
who’s and what's that ameot considered or daot play any major role (yet?) in the change proctss,

can result in conducting some other degree of ahang

Example: until now, the Czech Government is caergd by many people to be the major actor for
changing the structure of Czech society. This canséen by the fact that many people blame the
Government thathey did not succeed. This can at least partly be empthby the passive role citizens
played during communist times. But this view is fait and is even blocking a constructive developime
of the present society. As one of my respondeméady stated , Czech citizens are now respongile f
their own lives. It is not enough to arrange a ydtile still continuing the old ways of doing busése
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This practice (mainly in current quasi state congmrand governmental institutions) can be named as
people gaming but not able or willing to play. ke of this, actors should bring the “third” whatwho

in their organizational processes. These “who’sghmibe for instance the expatriates or Czechs with
Western experiences to transfer the “what” of Whastarganizational practices. Or, to the extent that
capabilities are there, it might be sufficient wyobring in “another attitude in conducting orgaational
processes” (the “what "). On a higher level, thighhimply that other “who’s” (like for instance wty
established international NGQO'’s) or “what’s” (thetdrnet) are going to play a major role in the
transformation process in the Czech Republic. Bisicms between several actors in the change process
will both make the “where to go” more clear andimje the organizational processes from and between
these actors.

In this perspective, the “mistakes” of the Klausgmment are not to be blamed to such a large eaten
the government. A citizen should think like thisey did not fail, butl failed. And there should either be
some actions from the citizens or institutions takethis action happen. Since the first did nke falace

in the Czech Republic yet (in spite of the intemtfoom Vaclav Havel to make it happen...), there are
now finally forming some configurations to do sikél the Impuls99 Group). So probably the narrow
definition of former times was not enough: for chiag the Czech society, this context should be
broadened and “thirds” have to get involved in necess. And in this case, some loose coupling of
configurations between Impuls99 and the governnagatnot good yet: if involved in governmental
matters, the Impuls99 group will loose its crediipilBut later on in the process, it is very likéhat there
will be more and more discussion between governmedtinstitutions like Impuls99.

As | have stated, for now it is important that @meech actors get more pro-active and really begtake
responsibility for their own lives. Not only by amging their own jobs (like they do now) but alsp b
organizing in the most optimal ways. Before thidl wie possible and wanted by different actors in
society, a lot of current bottlenecks have to beaeed. In the next subchapter, these bottleneckdwi
mentioned. Finally, | will end this paper by givingy conclusions. In these conclusions | will mentibe
ways to reach better ways of organizing in the G@zBepublic. Furthermore, the research questions

(chapter 1) and sub-questions will be answeredraasfthey have not yet been answered.
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8.3 Bottlenecks for a constructive transformation pocess

The expression “bottleneck” is a quite interestiptienomenon in organizational processes. It is an
excellent example of what | have previously stateabout the use of a better understanding of the
processes underneath the surface. | already meuqtitiis by stating that the bottleneck-theory uised
logistics or operations management is in fact gugteoretical way of saying, “ a chain is as gosdta

weakest link”. Goldratt calls this link “pathfindein his best seller “the goal”.

Quite generally speaking, it can be said that titddneck or weakest link is the aspect of orgaugizhat

determines the performance of the total system.fdllmving remarks can be made about bottlenecks:

- (some aspect of ) the bottleneck eventually detegmthe performance of the total system

- A bottleneck has to be used or developed as mupbsasble

- Improvements of certain aspects of the bottleneekl Ito improvement of the total organizational
process

One, for me most interesting, feature of bottleseiskthe fact that the bottleneck really determities
performance of the total system. An example: a @man have very capable workers who work very
hard and deliver perfect products with excellergtomer service. But when the same company does not
make a profit on the orders or is not paid fordddiveries for instance because of the lack of laws
concerning paymehtall the work of the employees will be for nothiar even cause the company greter
difficulty. In this example, the lack of laws oretlfiact that the company processes orders with dosze

be considered to be the weakest link in the totat¢ss.

It has already been stated in chapter 2 of thiepépat | consider a “fit” economy as being an open
economy in which different actors within this ecomoare supported as much as possible in acting in
constructive ways. Further more, it was stated tiimatcontext of this paper is the notice that fanare
optimal change process it will be necessary to anpithe ways of organizing in the Czech RepubliisT

is also the context for conducting some reflecdmout the changes in the Czech Republic by means of

bottlenecks and weak links.

Concerning these bottlenecks, it can be mentiohatithe bottlenecks also take place on severalsleve
Both on content and context, connected with thed's’hand “what’s” that are discussed and the ohas t
are not discussed. It will be impossible for memention all the bottlenecks. Therefore, | will only
mention some of them.
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On a higher level, it can be stated that one majpttteneck is formed by the, what Grabher and Statk

trade off between allocative and dynamic efficien€uasi state businesses still do not promote

innovation enough. Examples of other bottlenecks ar

- The lack of appropriate laws concerning payments

- Current quasi state companies are still very large.

- The very tightly coupled networks of quasi stateibesses with the state through the banks.

- There are very strong internal links in currentsisdate organizations

- The mechanisms of career building are still mue&h #ame as in former times. This prevents the real
managers from starting their good work there. Hitigation will probably not change as long as the
governmental links with quasi-state companies eaisd the former nomenklatura are the major

managers in these organizations

Concerning bottlenecks in organizational procedbesfollowing ones might be interesting:

- The hierarchical ways of thinking / “one best wdymanizing” approach of Czech employees.

- Knowledge is still not adequately applied. Thiswsthecause people are still not used to plurgbwa
of organizing.

- Pretending is reality: We pretend to work and thestend to pay.

- The on-ability of Czechs to really play

- The problem optimization attitude

- The theft within companies (which was not considdebe theft in the communist era!)

Also some attitudes imply some bottlenecks: thieudi of state officials, like the lack of good tarser

service towards the public or the attitude of thizens towards Government. Or the fact that tearfof

doing something wrong is bigger than the enthusiatiioing something well’, the feeling of hierarchy

that is still there a lot. And of course the fdwttreal discussion is difficult.
After reading about the above-mentioned bottleneitkwill be clear that a lot of improvements are

possible in Czech society. This will also be shoimnthe next subchapter with conclusions and

recommendations.
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Chapter 9 Conclusions and recommendations

9.1 Conclusions

| started this thesis with the problem definitiomdaaccompanying main questions. Most of the main

guestions have been answered, except questionud dbsired improvements or changes in the change
process in the Czech Republic. This question wélldmswered here. The former subchapters (about
degrees of change and bottlenecks) and the suli@psest the beginning of this paper will serve as

backgrounds for doing so.

When looking at the sub-questions, it will get cléat these also have been answered in formeitexdsap
of this paper. In my opinion, a de-reification nedblogy indeed offers a better way of looking a th
transformation process. It at least served me tsgme better understanding of current situatiothen
Czech Republic. Some aspects of actors- and netaggkoaches have been discussed in chapter 3 and 4.
This helped me a lot for getting ideas for improeatin the Czech Republic. But only the actors
involved in the process can realize real improvemés stated before, they can use the degreesanigeh
for doing so. Furthermore, it is very importantpay much more attention to the social aspects lamd t
link between the cognitive and the social. Sub-tjoes 4 through 5 are answered through former
chapters and this last chapter. This is done bytior@ng the Klaus Government, Government in general
Impuls99 and other initiatives, which can be coesid to be the “who’s” and “what's” that are
mentioned and the “who’s” and “what’s” that aret taken into consideration. The importance of these
actors and role that has (not) been played by thewes has been discussed. The last sub-question i
my opinion, also answered: | am convinced the Czefdrmers paid too much attention to the cognitive
aspects of transformation and far too little to gbeial aspects.

When reading chapter 4 through 6 and former chapbmut degrees of change and bottlenecks,
conclusions can be drawn. These are the conclusibost the communist era, Velvet Revolution, the
Klaus government, etc. The first conclusion to baweh is a very general one about the perception of
Czech organizational processes by Western Eurogitiaens: the capabilities and knowledge of Czech
people are, in my opinion, still far too much ureimated. Less optimal ways of organizing in Czech
organizational processes are in most cases nofrthelh owed to the human aspects of organizing, but
more because of differences in context. When placetie right context and given the opportunity to

learn, Czechs can organize as optimal as Westaopg&an citizens.
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About the communist era, the following conclusiaas be made: Only a small part of society was in a
position of ruling during communist times. The Qzesociety during the communist era can be divided.
One way of doing so is offered by Vladimir Benackk. divides the society into nomenklatura, opegator
and the so-called “outsiders”. This last group éxiasf professional workers of technical oriematand
low-ranking managers whose ‘higher’ position iniasm was generally not associated with privileges

Few outsiders went into business.

In 1989, there were many revolutions in the forrm@mmunist countries. This was also the fact in the
Czech Republic, where the revolution was soon dallee “Velvet Revolution”. About this Velvet
Revolution, the following can be concluded:

- The revolutions lasted quite long in most Middlerdhean countries. This was not the case in the
Czech Republic: here, “something” happened in aldbuteeks time”. In the words of a Czech
manager:. “ The Velvet Revolution went very fast tile Czech Republic. It started on 17
November...After 17 till 24 November, when “normafelstarted again...”

- “The labor union solidarnosc in Poland had 10 wrillimembers, we had ten million ears” (Vaclav
Havel)

- “Nobody knew what we wanted after communism” (Jabdd in “De Gelderlander”)

- The Czechs were not so compelled to change. Théyheafeeling that they were doing well.

- There were a lot of excessive expectations abeuC#ech way to the future

After communism, the society had to change. That §overnment after Velvet Revolution was the well-
known Klaus government. The following conclusioas e drawn about the Klaus government:

- Klaus was mainly interested in economics and notigh in the social parts of restructuring society

- The laissez-faire policy of Klaus is probably therst policy to follow with Czech citizens

The Klaus government had no real competitors duiisgyears of transformation. This might havedea

to a lack of better alternatives for transformihg economy

I concluded that the Claus government was not wo&dponsible for changing the society. This change
also has to be initiated from the society; the d@gnhas an impact on the social and vice versd. B
unfortunately, the cognitive changes in societyemant accompanied by the needed social changes. Thi
caused lots of cognitive measures to be unsucdesiséuweakest link determining the situation i th

Czech Republic was formed by the social part, thetces of communist era.
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A lot of changes took place on several levels ofezg during the last decade after the Velvet Retoh.

This thesis discusses some of these changes fortrdmsformation in general and also for the

organizational processes in the Czech Republic. Witeading former chapters of this thesis, the

following conclusions can be made in general aanetp the transformation:

- Lots of former managerial practices continued tistexfter the Velvet Revolution. This concerns the
bottlenecks mentioned in chapter 7.3

- The most capable persons generally prefer to workidreign companies. This results in the less
capable persons working for quasi state compamiéstate institutions.

- Former nomenklatura went to former state busine&nase the ways of organizing play major role in
transformation process, the role of former nomenkéais still too much. These people are again in
most important positions of society.

- There was some tunneling in first years after tiedv&t Revolution. This tunneling was probably not
as much as has been assumed by lots of actordt Bad some impact of Czech society; maybe the
most because of the fact that it prevented the ICzstizens to look to real problematique.
Complaining about the tunneling or (currently) abgavernment gives the Czechs some excuses to
take their own responsibilities.

- Export to the West collapsed in first years aftee tVelvet Revolution. This because of the
“arrogance” of former state companies. These compastopped deliveries to the FTO’s. But then
these companies discovered that exports were infpeswithout the FTO’s foreign contacts,

language knowledge and trademark. But then it vaddte...

There should be more flexibility in the Czech RdfmuiNot only social flexibility (people willing tdeave
their place of birth) but also cognitive (appropeidaws for flex-work). Currently, flexibility isow. The
subsidies on state flats and the huge buyer’'s madse caused this. There are still too many warker
lots of quasi state companies. These workers indoquasi-state companies are kept because of:

- Social considerations

- Nobody tells the management to fire the workers

The Central power of politics is eroding in the €z&epublic. Therefore, some other means for regchi
society must be used. Politics is not the propacefor people who really want to reach the citzen
Equivocalities about change process should be rethoVhis can be accomplished by means of the
initiatives of groups like impuls99 or other intiiees. Impuls99 might have a strong impact on the
transformation of the Czech Republic. The “weaknaltj of this organization might develop toward a
dominant way of thinking and result in the desiithnges in society. The renationalization plan of
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minister Gregr of Industry will probably not havelasting impact: this measure is a measure on the
cognitive side, while the solutions for the probléenmore on the social side. The only way to reach
lasting impact after renationalization is to replamirrent management and introduce Western ways of

organizing.

The social parts of society that had to change tbado with the ways of organizing in the Czech

Republic. These ways of organizing are still inflaed a lot by the former communist times. Aboutd®ze

management, following has been mentioned:

- Czech management is very inefficient

- Employees and workers stick to their job descriptiand they are not customer-oriented.

- Czechs are generally not adequately service minded

- Czech employees are too much focussed on theirdapartment; they do not take notice enough of
the rest of the organization. They seem to be imérested in own work.

- There is a lack of communication across the border

- Czech employees take too little initiative

- Czechs are not used to solving problems and lgobikties for doing so

Foreign companies are in most cases doing betarttite domestic state firms. This occurs becautieeof

following reasons:

- Heritage of communism; quasi-state companies hawdeal with the heritage of the past. This also
counts for the foreign companies in the Czech Riéputut to far lesser extend;

- Expatriates who are multiple included in both Czeadld Western European societies can teach the
Czech employees to organize in plural ways;

- Foreign companies have a long-term vision. In aurgpiasi-state companies, the short term/survival
vision is prevalent;

- Quasi-state companies have to deal with bad d&hts.also happens to the foreign companies, but
these foreign companies still have revenues frameroactivities. Furthermore, they can get money

from other sources more easily.

But currently, not only the Czech companies areirftpyproblems in Czech society. The foreign
companies are also facing problems. One Dutchialffinentioned the following barriers for Dutch fism
in the Czech Republic:

- Bureaucracy of governmental institutions
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- The own interpretation of competence in lower ley@lernmental officials

- The lack of cash flow of Czech companies

- The non-transparent jurisdictional structure fadir

- Restrictive law system for foreign investors

These barriers will also form some bottlenecksdoeign companies in the Czech republic, whileftist

4 barriers (all except the last one) can be comsileo be a bottleneck f@l companies in the Czech

Republic.

The attitude of foreigners towards Czech citizensometimes not very positive. This can be expthine
misunderstanding the Czech context. This attituae tb change; Czechs should be treated like normal
Europeans. Surely they need to learn some thing€Jeryone has to. It should be taken into accthait

lots of Czechs still partly live in communist time€zech employees might ‘steal’ sometimes, buhig
case the ‘stealing’ is not really considered tdike that by these ‘thieves’ in lots of cases. Tlaeg not
lazy when they fail to take initiatives, but jusiie some problems in really understanding thatighis
appreciated in the present times.

9.2 Recommendations

It should be clear that the current situation ie @zech Republic must change. The main problem is t
change the structure of society. This change hasetinitiated bottom-up; the citizens really hawve t
change their attitudes and mentality when condgctirganizational processes. They not only have to
gather knowledge but also got to get accustomedpiaying this knowledge. They must also get
accustomed to organizing in plural ways, without lierarchical context of former times. Czechs &hou
really take the responsibility for their own livehis demands a switch from re-activity to pro-atyi
They are not responsible for my lifé,am! But there’s one “but” here: but this is onlyspible when
people are supported and are rewarded when beirggtive and taking initiative. To reach this, eadt

the management of quasi state companies has tgehBrperience teaches that proper management can
foster a change in mentality. It takes some tima,ibis very much possible. Because Czechs ang ver
capable in being pro-active and communicative; jlasy have to get accustomed to doing so. They must

emerge from the system that still exists, a systehshould have been replaced ten years ago.
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Concerning current situation of Czech businesdes fallowing can be told. It will be very clear tha
current situation of former quasi-state compangesvied a lot to the fact that they are still natllge
privatized.

Because of the tight coupling between state andicate companies, the last became “something in
between”. This tight coupling between state andsgstate companies has to be ended. When this takes
place, the role of the banks will automaticallyfshihis is also importantif the government wants to find a

sustainable solution to the economic mess in wititihds itself, it will need commercially run banthat can kick

industry into shape- not politicized ones that emage delusions of Czech granded?”

In my opinion, and that of many of my respondeantseal restructuring of both the state banks and
current quasi-state companies will contribute agdeal towards an improvement of the current sgna
This probably would also lead to proper manageroétiie companies that remain in existence. The next
step will be to improve the learning processes zddd citizens and to switch mentalities. For akeiar
economy, it is far better to have small organizaloforms or at least loose coupled actors /
configurations within the big organizations. Wjttoper management also the state organizationddshou
be able to survive. But for doing so, the compaay to be split up.

Quasi-state companies have been compartmentaliped the Western world for long and now not
anymore. They now got to deal with a hon-compartaiezed world with plural ways of organizing. For
the organizations itself, it might even have beettdp if they had stayed in Russian hands and could
develop towards plural ways of organizing (“pera@gi”...) while being compartmentalized from the
capitalist world. But since this is not the casee¢h organizations have to compete with more ang mo
competition from abroad. For doing so, they haveeb used to plural ways of organizing. Knowledge
from this should be transferred either by meanexpatriates working in the Czech Republic or thiroug
Czechs who got used for doing so by working in \&esEuropean/ American organizations. Therefore,
following steps are needed for current quasi statepanies:
1) The strong financial links with government and kahkve to be broken
2) The company has to get proper management. Thidvievananagement that not only has the
capabilities for managing in Western sense, buat stisnulates other participants in the process for

doing so.

The Government and other stakeholders in the CReglublic have to communicate with each other for
reducing equivocalities about the transformatiascpss in their country. This is very importanisitlear
that lots of people still do not know their roledawhere to go. The role of the government should be

33 Sins of the father8usiness Central Europe, November 1998
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supportive; they should not and can not be resptn&r the change in society. But other initiav@an
play some major role concerning this; | already tioeved the Impuls99 Group and the conference in
Prague. These initiatives can never be enoughregrduimes, every Czech mind that gets used atdak

initiative is very welcome at the moment. Time Md&rn whether these realities are perceptionalitye

There should be more possibilities for flex-work #ohealthy development of Czech society. This-flex
work is officially not possible yet in Czech sogiebnly when making use of a gap in law. But tkinot
the way it should be; the flex-workers have to begrted by law.

9.3 Further research

A complex and broad subject as the change procett®ei Czech Republic of course involves a lot of

aspects. It was often not possible for me to getdietail about certain aspects, and | am sure tigestill

a lot to be investigated. Some ideas for furthseaech might be the following:

- To what extent are differences in organizing betw€eechs grown up in communist era and Western
European citizens caused by present context wheeehsS are living in? Or, in other words, to what
extent do organizational processes of Czech c#izgown up in communist era improve when the
proper context is established?

- | believe in the assumption that in this world itrisa lot of cases possible to find win-win situato
When looking at the aspects of communism and degpitehat can currently been seen in the Czech
Republic, a big part of it has the character of sdimd of loose-loose situations; the ‘worst oftbot
worlds”. When transforming into a capitalist sogjehis will develop towards something that | would
call a win-loose situation. | am convinced thatr¢hare also some good aspects of former communist
era. Some further research therefore might beni diut in which way the good aspects of Czech
society before 1989 and the capitalist reality afsférn European Societies can be brought together i
some “win-win” solution/ reality

- Which role should Government take in Czech sodetyng next couple of years to support the Czech
transformational process in most optimal ways?

- How to transfer the knowledge about organizatiomaicesses from Western European societies

towards the Czech society?
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