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1. INTRODUCTION

Individual changes lead to successful organizational change. If individuals do not make changes
in their daily work, organizational change efforts will not produce results. Organizations achieve
success that they would never achieve without competition, without someone to spur them on to do
more, to do better, to try to introduce changes or shifts within the organization so that their products
and services find their way to the consumer. The importance of organizational change and the ability
to manage it is of immense importance to companies and is a major challenge to implement. Effe-
ctive change management increases the likelihood of achieving organizational goals (Burke, 2014).
Nguyen et al. (2020) revealed that having a clear purpose is associated with increased employee
engagement and reduced resistance to change. Achieving competitive advantage as the main goal
of the organization requires the use of the company’s existing internal and external capabilities and
the development of new capabilities. Due to strategic adaptation to a rapidly changing business
environment, organizations need to develop their capabilities to take advantage of and capitalize
on current and future situations (Teece et al., 1997). The concept of Organizational Change Capa-
bility (OCC) stands for the organization’s ability to implement continuous change. It encompasses
the appropriate condition for continuous change as part of the organizational culture, the ability to
shape continuous change and sustain its energy, which requires maintaining employee commitment
and the ability to define and implement change. The openness of organizations to change generally
depends on their overall structure, the desire of everyone in the organization to accept new changes,
that is, goals, and how successfully everyone will accept them depends largely on the competence
of leadership (McGuinness & Morgan, 2005). The aim of this research is therefore to examine the
impact of change management capability on the achievement of competitive advantage.
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2. THEORY

Competitive advantage is a well-studied concept, and therefore, there are many interpretations of its
meaning. Michael Porter (1985) defines competitive advantage as the value a company can create
for its customers that exceeds the company’s cost of creating that value. Newbert (2008) believes
that competitive advantage is the extent to which a company exploits market opportunities, neu-
tralizes threats, and reduces costs. If a company not only has a competitive advantage in existing
activities but is also able to respond successfully to future challenges by building and improving
its competencies, this means that it has competitive capabilities (Porter, 1980). However, sustaining
competitive advantage can be quite challenging since changes are everywhere. Due to increasing
global competition, rapid technological advances, unpredictable economic forces, and demanding
customers in today’s business environment, change is the rule, not the exception. An effective
change leader must find an approach that enables meeting the immediate challenges and building
the capabilities necessary for sustained success and long-term change. Organizational change can
be defined as the process of planning and implementing changes caused by external and internal
factors to improve the company’s operations. Change affects the entire organization, all people
and processes, and successful management of the above factors enables the organization to adapt
more easily to the new way of working (Auster et al., 2005). New organizational developments
occur quite rapidly. Trends and technologies evolve, information spreads faster, and organiza-
tions that are not fast enough will lose out to those that can. To successfully plan, implement, and
integrate the change initiative, one needs to understand what impact certain changes will have on
the organization and how big they are. A bigger change means a bigger potential impact on the
organization. The success of the organization depends on the change and how great the risk is
if it encounters problems through the change, or if the change does not deliver what it promised.
The more the organization is dependent on change, the greater the potential impact (Busby, 2017).

Managers today face major problems as they confront an increasingly dynamic, complex, and
unpredictable environment in which technology, competition, and the rules of the game are changing
dramatically (Salaman & Asch, 2003). The ability to keep changing is one of the most powerful
sources of sustainable competitive advantage that organizations can have. To build these change
capabilities, organizations must have skilled leaders who can inspire and engage all stakeholders
and manage change. A practical and comprehensive approach is required that can be dissemi-
nated throughout the organization and that allows the stakeholders to understand the complexity
of the challenges they face (Auster et al., 2005). The top management of the organization must
provide the budget for change, but also take the initiative to develop leaders, as they are the first
to believe in the need for change to instill a desire in all employees to recognize the importance
of improvement for the entire organization (Carter et al., 2005).

The concept of Organizational Change Capability (OCC) implies the potential to recognize the
need for change and the ability to identify opportunities for change on time and to provide a rapid
and high-quality response. Possessing capabilities enables organizations to take advantage of
various options to improve their business: entry into new business areas and expansion of existing
business areas through internal growth, acquisitions, and strategic alliances, development of new
products and production processes, and the ability of managers to bring about profitable change
and business growth (Teece et al., 1997). Change capability includes the ability of an organization
to successfully plan, design, and implement all types of changes. True leaders are aware of the
importance of developing the ability to introduce change within the organization. The process of
building change capability requires commitment, resources, and time. It is necessary to invest in
the knowledge and skills of management and employees. The people in charge of implementing
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change must not only be good at planning and implementing the necessary changes, but must
also make maximum efforts to explain the importance of future changes to all employees, not
only to prevent the possibility of resistance in advance, but also to get employees to commit to the
changes. Employees must learn to adapt to change and contribute to the desired goals (Anderson
& Ackerman Anderson, 2010). The concept of OCC refers to openness and tolerance to change,
and an organization’s openness and tolerance to change depend on the extent to which its entire
structure and system are in accordance with change and the extent to which the organization’s
vision and goals are shared and accepted by all members of the organization. The concept of the
ability to manage change consists of three components: the appropriate precondition of continuous
change as part of the organizational culture, the ability to shape continuous change and sustain its
energy, which requires maintaining the commitment of employees, and the ability to define and
implement change. A suitable prerequisite for continuous change is the core value shared by the
members of the organization, which is part of the organizational culture (McGuinness & Morgan,
2005). Organizational culture represents a pattern of shared values and beliefs that helps individ-
uals understand how the organization works and thus provides them with norms of behavior for
the organization. The ability to create continuous change lies partly in the organization’s culture
and partly in its climate, i.e., its structure, systems, and processes. Culture is a set of values and
beliefs that prescribes norms of behavior in a country, while climate describes how an organization
operationalizes its culture (Deshpande & Webster, 1989).

3. HYPOTHESES

According to Judge and Elenkov (2005), there are eight dimensions of OCC (which are crucial for
the implementation of organizational change within the organization), namely: trustworthy lead-
ership, involved middle management, capable champions, innovative culture, trusting followers,
systems thinking, accountable culture, and system communication and competitive advantage.
All organizations that pay attention to and improve the above eight dimensions will be able to
respond to impending changes and/or seize the opportunities that arise.

Trustworthiness is considered one of the key characteristics of people who exercise effective lead-
ership and can prepare and initiate organizational change. To make change easier and more effec-
tive, a partnership between the leader and the followers is required. Hubbart (2024) highlights that
leadership plays a critical role in navigating change. In the short term, organizations can function
if some or all of the leadership team is perceived as unreliable, but in the long term, organizations
cannot survive this way, and change is needed. Any change requires trustworthy collaboration,
and therefore, trustworthy leadership is a critical dimension of organizational capacity for change
(Judge, 2012). It is now believed that trusted leadership is rare and valuable, and for organizations
to achieve a competitive advantage today, they need these valuable and rare resources. If leadership
fails to create trust among participants in the process of introducing change, resistance will arise,
and the organization will not be able to achieve the desired profitability. Reliable leadership enables
faster decision-making and, therefore, faster implementation of new strategies. The organization
needs leaders who have the support of all stakeholders in the organization to lead them towards
a common goal (Judge & Elenkov, 2005). So, we hypothesize that:

H1. Trustworthy leadership of the change process is positively related to the company’s competitive
advantage.

Middle managers have opportunities to improve the overall ability of the organization to change
and can take the initiative themselves to propose changes and accelerate the flow of information
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within organizations (Voehl & Harrington, 2016). However, middle management often avoids
taking risks; they are more passive and less proactive, therefore, they are often perceived by senior
management as one of the biggest obstacles to change in their organizations (Hassard & Morris,
2022). In most organizations, a major change initiative is announced by senior managers, so it
happens that front-line employees reject a new vision that is not clear to them, that is, it is insuffi-
ciently explained and causes fear. This is where middle management comes in; it should facilitate
this communication and clarify new ideas, thus making the organization more capable of change.
Middle management also offers ideas upwards to their senior managers because, due to their direct
contact with customers and unique perspective within the hierarchy, they are in a good position
to carry out these activities. Ignoring middle management when introducing change can have a
negative effect because they are the key to initiating change among a critical mass of employees
who reject any changes in the business (Voehl & Harrington, 2016). Trust, mutual respect, and
support of the middle management have been shown to enhance employee engagement, job satis-
faction, and overall performance (van Dam et al., 2021). Based on all the elaborations, we propose:

H2. During change process, involved middle management is positively related to the company’s
competitive advantage.

Those who implement change must be able to mobilize resources and people to take the desired action.
Rational persuasion, counseling, negotiation, personal appeals, coalition building, or relentless pressure
are all methods of influencing behavior. However, the best method is still considered to be bartering,
where you exchange something valuable for what you want in return. It happens that the person who
is to be influenced is looking for something that the influencer cannot offer, so it is important to know
your own resources. There is also a misconception that someone only likes one particular thing that
can be used to influence them, and if the person does not have it, they give up trying to influence
them. Nevertheless, everyone has certain qualities that they possess; some are valued more, some less,
but one should not give up immediately because compromise is possible (Cohen & Bradford, 2005).
Organizations need to be able to identify and attract leaders and enable them to put their ideas into
action. Introducing change requires exceptional skills from those who introduce it; leaders should
be involved in all processes, guiding and leading others. To bring about change, leaders need to be
involved; they need to coach, guide, and lead. The so-called “Capable Champions” are people who
support change in the organization and make up the part of the organization that is directly affected
by the changes. Through their desire and commitment, they also help other colleagues to convey the
importance of change (Judge, 2012). Hence, we propose the following hypothesis:

H3. The creation of capable champions of change process is positively related to the company’s
competitive advantage.

Organizations in developed economies want to innovate, but due to high costs, they cannot com-
pete with the low-cost advantages offered by developing economies. It is important to know the
difference between creativity and innovation. While creativity is about creating something new,
innovation is about applying creativity to new services and products that already have value. Value
is created by taking a new, creative idea and taking it through a series of stages to create a new and
practical innovation. Today, companies operate in a business environment of rapid technological
change and relentless competition, which is why innovation is considered one of the key factors
in achieving and maintaining a competitive advantage, hence:

H4. Innovative culture during change process is positively related to the company’s competitive
advantage.
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Trusting leadership is incomplete unless there is also trusting followership. If the leadership
partners, that is, their followers, do not have enough trust, then the ability of organizational
change will be impaired. There are three things that interact to build or destroy organizational
trust: the trustworthiness of the leader or change agent, the existence of a tendency to trust those
in positions of authority, and the existence of risk associated with trust (Judge, 2012). When an
organization’s culture is firmly based on established traditions, the implementation of new meth-
ods or frameworks can encounter doubt and opposition (Zada, 2022). When an organization has
employees who generally trust top management, then organizational trust is high. Followers who
are motivated can be a source of competitive advantage, and the trust of followers becomes a key
item for an organization to be capable of change. In addition, employees must feel attached to the
organization and have confirmation that their contribution and opinion are valued. It is necessary
to create a relationship of synergy and cooperation in order to understand the desired goals. The
desire for change should be explained, not imposed. Based on that, we propose:

HS. Trusting followers in the process of introducing changes are positively related to the com-
pany’s competitive advantage.

Systems thinking is based on our understanding of natural and man-made systems. It is important
to understand how the whole affects its parts and how these parts affect the whole. Senge (2006)
believes that it is no coincidence that most organizations learn poorly, and the reasons for this
are: the management and design of the organization itself, the way jobs and people are defined,
and the way people are taught to think and communicate. The above reasons lead to difficulties
in learning. Despite the efforts of smart and committed people, it is not possible to realize the
potential. It is important for companies to recognize the ability to learn at all levels and know
how to motivate their employees to become successful and have the opportunity to advance in
the future. They need to acquire, develop, and apply the acquired knowledge in their company to
gain a competitive advantage, hence:

Hé6. Systems thinking during change process is positively related to the company’s competitive
advantage.

Accountable culture is extremely important to OCC because when employees are aware that they
are accountable for their actions and their work, they perform their tasks efficiently and effectively.
If employees were not accountable for their work in the organization, learning would not be possible
and would lead to the failure of the entire system and the impossibility of implementing change.
Accountable culture is based on results and represents one of the most important dimensions for
0OO0C, as employees are held accountable for the results they get, whether they are good or bad
(Anderson & Ackerman Anderson, 2010). Changing organizational culture takes a lot of time
and is extremely difficult. The company management has a great influence on the culture of the
company with its behavior and attitude. So, we propose the following hypothesis:

H7. Accountable culture during change process is positively related to the company’s competitive
advantage.

Change management emphasizes the value of human interaction and highlights how successful
communication is achieved through organized workshops, clearly defined roles, and user involve-
ment, while poor communication is considered the single biggest cause of project failure. There are
change management techniques specifically designed to make communication between teams and
individuals more effective (Voehl & Harrington, 2016). When planning change communication,
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important segments such as the size and geographic diversity of the organization, the urgency of the
change initiative, or the availability of communication technology are often overlooked (Roloff &
Anastasiou, 2001). Lietal. (2021) emphasized transparent communication during change processes.
On the other hand, certain communication rules related to change are too complex. This type of
communication would mean that change managers would have no time for anything else. Change-
makers need to be excellent listeners and establish formal and informal communication channels.
Change leaders must be credible, and employees must trust them for communication and information
sharing to take place (Bennis & Nanus, 1985). Based on that, propose the following hypothesis:

H8. System communication of the change process is positively related to the company’s compet-
itive advantage.

4. RESEARCHAND RESULTS

The research was conducted on a sample of large companies operating in the Republic of Croatia.
Out of 391 existing large companies, 44 participated, forming the response rate of 11.25%. The data
was collected via an online questionnaire with closed Likert-type questions. Change capability was
operationalized according to Judge and Elenkov (2005) through eight elements with 32 questions,
i.e., trustworthy leadership (TK), involved middle management (IMM), capable champions (CC),
innovative culture (IC), trusting followers (TF), systems thinking (ST), accountable culture (AC),
and system communications (SC). Competitive advantage was operationalized through the following
dimensions: product (or service) image and quality, production cost, customer satisfaction, sales,
sales growth, market share, and market share growth. The analysis was conducted using the SPSS
statistical package. Out of 44 companies that participated in the survey, 29.55% are foreign-owned
companies. 18.18% of companies have only one business, i.e., operate in only one industry, 40.91%
have one major business and a few small side businesses, 38.64% have multiple equal and related
businesses, while only 2.27% have multiple equal but unrelated businesses. Half of the participating
companies, i.e., 22 of them, are exporters. Slightly more than half of participating companies are
doing business only in service industries (52.27%), 29.55% operate only in production industries,
while 18.18% of participating companies operate in both service and production industries. Half of
the companies (50%) are on the b2b market, while the other half is on the b2c market. To proceed
with the analysis, the internal consistency of the scales should be examined. That was done using
Cronbach’s alpha analysis, whose results are presented in Table 1.

Table 1. Cronbach’s alpha

TL IMM CC IC TF ST AC SC CA
| Cronbach’s alpha 0.927 10911 0.889 10.892 10.900 [0.960 ]0.789 0.959 0.885

Source: Own research

The results of Cronbach’s alpha analysis indicate high reliability for all analysed constructs. All
values are above 0.7 as proposed by Hair et al. (2010), with 0.789 for accountable culture (AC) as
the lowest, and 0.959 for system communication (SC) as the highest. Based on these results, in
subsequent analysis, the average score for all variables was used. Next, the correlation between
competitive advantage and the element of change capability was analysed (Table 2).

The results of Pearson correlation analysis show that all enelyzed relationships are positive, as expected,
and five out of eight investigated relationships are statistically significant. The three relationships
that are not statistically significant are between competitive advantage (CA) and: capable champions
(CC, p=0.184, p=0.0262), systems thinking (ST, f=0.206, p=0.208), and accountable culture (AC).
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Even though we accept a significance level of 1%, it can be said that the accountable culture (AC) is
significantly related to competitive advantage (CA, p=0.303, p=0.061). The highest correlation equals
0.548 and is between innovative culture (IC) and competitive advantage (CA); after that follows the
correlation of 0.436 between system communications (SC) and competitive advantage (CA). To check
the results of the correlation analysis, linear regression was conducted (Table 3).

Table 2. Pearson Correlations between competitive advantage
and elements of change capability

TL IMM CC IC TF ST AC SC
CA Pearson Correlation 0.337* 10.374* 0.184 0.548** 10.330* |0.206 [0.303 0.436**
Sig. (2-tailed) 0.036 0.019 0.262 0.000 ]0.040 ]10.208 ]0.061 0.006

*%  Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).

Source: Own research

Table 3. Linear regression using ANOVA - the impact of OCC elements on CA

TL IMM CC IC TF ST AC SC

ba 2922 12719 3.166 2.389 | 2.788 0.3234 | 2.743 2.637
B 0.243*% [0.294*% [ 0.156 0.396* | 0.28TF [ 0.145 0.293 | 0.317**

Sig. (2-tailed) 0.036 [ 0.019 0.262 [ 0.000 ]0.040 [0.208 [ 0.061 0.006

*%  Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).

Source: Own research

The results of linear regression analysis are in line with the results of the correlation analysis.
The impact of the five elements of change capability on competitive advantage has proven to be
statistically significant at a 1% or 5% level, while the impact of one change capability variable
(accountable culture, AC) on competitive advantage (CA) is significant at a 10% level. Capable
champions (CC) and systems thinking (ST) don’t have statistically significant impact on com-
petitive advangate From these results it can be concluded that H3, H6 and H7 are not supported,
while H1, H2, H4, HS, and HS are supported proving that trustworthy leadership, involved middle
management, innovative culture, trusting followers, and system communications have a significant
positive impact on competitive advantage.

5. FUTURE RESEARCH DIRECTIONS

Although the research on capabilities and organizational change has been interesting for some
time, there is still a lot to investigate in relation to these concepts. Future research should include
companies of different sizes to see if the size of the company has an impact on the importance
of change capabilities. Also, this research only includes companies operating in the Republic of
Croatia, so the results could be impacted by the national context. It would be beneficial if future
research efforts could include other countries as well. The impact of change capability elements
on the competitive advantage is quite a generative idea, meaning that there are probably mediators
and moderators in this relationship that should be investigated in the future. Some ideas for this
kind of interaction could include environmental turbulence, organizational culture, the industry
effect, or existing resource base. In this research, cross-sectional data were used, but it would be
interesting to see the effects of change capabilities on competitive advantage over time. Hence,
future research could use longitudinal data.
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6. CONCLUSION

The high volatility and uncertainty of the external environment increase the scope and complexity
of organizational change initiatives. Companies that are adept at managing change are thoughtful
and can continuously create a sustainable competitive advantage. The main goal of this thesis was
to investigate the connection between change management capability and competitive advantage.
Trustworthy leadership, involved middle management, innovative culture, trusting followers, and
system communications have a significant positive impact on competitive advantage. The impact
of an accountable culture is significant at the 10% significance level. There is no statistically
significant impact of capable champions and systems thinking on competitive advantage. These
results are consistent with the results of the correlation analysis. The findings provide evidence
that firms should carefully develop their change capabilities to achieve a competitive advantage.
Developing organizational change capabilities can enable a firm to exploit current markets by
responding to buyers’ needs and competitors’ actions. Being able to manage change becomes
one of the fundamental skills for dealing with all current and expected future obstacles in the
organization’s operations.
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