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Abstract

The paper provides a summary and critical assessment of the empirical research on and the theoretical approaches to enterprise restructuring in Eastern and Central Europe and the former Soviet Union.  It proposes a new conceptual framework that allows both integration of the disparate findings and linkage of  studies of transition to the mainstream research on organizations and management. 

The analysis is based on a comprehensive review of studies of organizational change in state-owned and former state-owned enterprises in Eastern and Central Europe and the former Soviet Union that (a) have used enterprise survey data (including studies that employed disaggregated, enterprise-level data from industrial censuses conducted by national statistical agencies and studies that used archival data to construct an event history of an organizational population) and (b) have been published in English since 1990.

A dozen years have passed since the fall of the Berlin Wall and almost as many (depending on one’s reference point) since the start of the economic reforms in Eastern and Central Europe and the former Soviet Union. Researchers from various organization studies’ perspectives have pointed out that the transition economies represent a particularly opportune base for furthering our understanding of organizational processes (Fligstein 1996; Stark 1996). Thus, students of organizational learning have called transition economies “de facto natural experiments in learning” (Miner and Mezias 1996: 96) and “a living laboratory in organizational transformation” (Child and Czegledy 1996: 167).  Similarly, students of organizational evolution have noted that the rapidly changing environment of economies undergoing market reforms provides “windows of opportunity to examine the links between adaptation and selection more closely” (Baum 1996: 106).  It is, then, time to take stock of what organization and management scholars have learned about, as well as from, this unprecedented experiment in organizational transformation and to chart a path for further research in the area. 

The analysis is based on a review of empirical studies of enterprise restructuring in the state-owned and formerly state-owned enterprises (SOEs) in Eastern and Central Europe and the former Soviet Union.  We aim to summarize and critically evaluate the findings and their interpretation, assess their contribution to the understanding of organizational phenomena both within and outside the boundaries of transition economies, and propose an integrative theoretical framework and directions for future research.

The subject of enterprise restructuring in transition economies has recently been brought into the center of attention of the mainstream management literature – see, for instance, the Academy of Management Review’s Special Topic Forum “Privatization and Entrepreneurial Transformation” (July 2000; volume 25, issue 3; with two articles devoted to transition economies) and the Academy of Management Journal’s Special Forum on Emerging Economies (June 2000, volume 43, issue 3; with seven articles on transition economies, including three on China).  No comprehensive reviews of evidence, however, have been available, with the exception of Djankov and Murrell (2002), who, though offering a very extensive meta-analysis of evidence, cover a much narrower ground than our review, in terms of the subject (only the determinants of enterprise restructuring), the focus (relative effectiveness of different reform policies), the literature (exclusively economic), the data (only studies analyzing standard performance outcomes), and the theoretical framework (economic development)1.  Our review aims to fill this gap, for the benefit of students of transition, as well as a broader audience of organization and management scholars.  

The scale and scope of the review covers studies of enterprises that were state-owned before the onset of reforms, in all economic sectors, except agriculture, in the countries of Eastern and Central Europe and the former Soviet Union [thus excluding the transition economies of China, which represents a special case, and Mongolia, and Vietnam, which have received little research attention until recently; e.g., for Mongolia see Anderson, Korsun and Murrell (1999 and 2000) and Anderson, Lee and Murrell (2000)].  The review covers only the studies that used enterprise survey data (including studies that employed disaggregated, enterprise-level data from industrial censuses conducted by national statistical agencies and studies that used archival data to construct an event history of an organizational population). We exclude qualitative, case study based research in our analysis mainly because it is difficult to summarize and compare with quantitative research.  The review covers all types of organizational change, including both intra-organizational changes and changes in interorganizational relations, and encompasses the determinants, processes and outcomes of restructuring.  The review brings together contributions from all disciplines engaged in research on transition, and situates the research on enterprise restructuring in a broader framework of organization studies.  

In selecting the works for review, the intention has been to offer the most comprehensive coverage of the studies on the subject published in English. The selection process involved a computerized search of the Social Sciences Citation Index database (© 2002 Institute for Scientific Information Inc.) for 1990-2002, augmented by manual inspection of the leading organization, management and sociology journals, the journals directly devoted to the subject of economic transition (Eastern European Economics, Economics of Planning, Economics of Transition, Post-Communist Economies, Post-Soviet Geography and Economics, Problems of Economic Transition), area studies journals (Europe-Asia Studies, Post-Soviet Affairs, East European Politics and Societies) and other (Journal of Comparative Economics). The selection also includes a number of technical reports produced by researchers at the World Bank (freely available on-line from the World Bank Web site). It does not include any unpublished manuscripts or working papers as these have typically not been subject to a rigorous review process.

Our presentation is organized as follows:  The first section identifies key themes in the research on restructuring and briefly summarizes the empirical evidence.  The second section discusses the theoretical frameworks employed in the reviewed research.  The third section highlights the limitations of the research so far and outlines a new integrative theoretical framework that suggests an agenda for future research. 

ENTERPRISE RESTRUCTURING: EMPIRICAL EVIDENCE

Definitions of enterprise restructuring vary from fairly narrow, which equate restructuring with the “unbundling” of unviable production units from the viable ones “followed by the closing down of non-performing units” (Aghion, Blanchard & Burgess 1994: 1342), to very broad, which identify restructuring as any “changes which former state-owned enterprises must undertake in order to produce with the requisite degree of efficiency to survive in a market-oriented economy” (Linz 2001: 77). The majority of definitions have in common an association of restructuring with performance improvement.

The most common classification subdivides restructuring into three related types: (1) legal restructuring (including commercialization, i.e. the transformation of SOEs into joint-stock companies, and privatization), (2) financial restructuring (actions focusing on the capital structure of the company, in general, and the inherited debt overhang, in particular), and (3) operational restructuring (such as labor shedding, new product introduction, and technological modernization) (Bonin & Abel 1998, Djankov & Hoekman 1997).  We use this typology to organize the presentation of the empirical evidence below, addressing each of the three types in a separate section.  
Legal Restructuring

Legal restructuring, particularly privatization, has received most attention in the reviewed literature, primarily in terms of its potential effect on enterprise performance.
Two authoritative reviews have already attempted to summarize the evidence: Megginson and Netter (2001), who provided an analysis of studies of privatization around the world (with separate sections on Eastern Europe and the former Soviet Union), and Djankov and Murrell (2002), who performed a meta-analysis of studies on transition economies.  Despite the differences in the scope of coverage of empirical evidence and review of methodology, their conclusions are roughly similar:  Privatization improved performance (Megginson & Netter 2001, Djankov & Murrell 2002), though not in the Commonwealth of Independent States (the effect ranges from statistically non-significant to significantly negative, depending on the assessment of the results’ quality; Djankov and Murrell 2002: 752).  Particular types of ownership were more effective than others:  Outsider ownership was more effective than insider ownership; concentrated – more effective than dispersed ownership (both reviews).  Particular groups of owners were ranked, according to their effectiveness, as follows: investment funds were associated with the largest positive effect, individual block-holders, foreigners and banks had a large positive effect; state as owner in commercialized state enterprises had a fairly sizeable positive effect; managers had a small positive effect; diffuse individual ownership was practically indistinguishable from traditional state ownership, and workers had a detrimental (significant negative) effect (Djankov & Murrell 2002).  In terms of regional differences in owner effects, workers were better owners in Eastern Europe than in the CIS, while banks and individual block-holders were more effective in the CIS than in Eastern Europe (Djankov & Murrell 2002).
In contrast, our review casts doubt on these conclusions.  For example:

Privatization:  Our reading of the evidence suggests that the lack of significant effect of privatization on performance is as frequent a finding as a significant performance improvement across the region (and not just in the CIS); see, for instance, Carlin, Estrin & Schaffer (2000), Frydman, Gray, Hessel & Rapaczynski 1999, Estrin & Rosevear 1999a and 1999b, Perevalov, Gimadii & Dobrodei 2000).
Ownership concentration:  The effect of ownership concentration is also less clear-cut:  Thus, while Claessens, Djankov and Pohl (1996) found that ownership concentration improved market valuation and profitability, Claessens and Djankov (1999b) showed that the positive effect of ownership concentration on profitability did not hold when controls for ownership endogeneity were introduced.  Moreover, Grosfel and Tressel (2002) found that ownership concentration had a U-shaped relationship with performance: firms with relatively dispersed and relatively concentrated ownership had higher productivity growth than firms with an intermediate level of ownership concentration, regardless of the type of the controlling shareholder.
Outsider versus insider ownership:  While Frydman, Gray, Hessel and Rapaczynski (1999) showed that outsider-owned privatized firms had significantly higher revenue growth than state or insider owned firms, they found no significant difference between outsider and insider ownership in terms of cost performance; and Filatotchev, Wright, and Bleaney (1999) detected no effect of outside ownership on profits and return on capital.  While Smith, Cin and Vodopivec (1997) and Linz and Krueger (1998) reported that insider ownership positively affected, respectively, value added and labor productivity, Frydman, Gray, Hessel and Rapaczynski (1999) found no difference between SOEs and insider-owned firms in terms of revenue and costs.  Earle and Telegdy (2002) showed that outside block-holders were the most effective owners of privatized companies, but disaggregated outsider owners, mass privatization participants, and MEBO participants also had positive significant effect on productivity. 
Particular groups of owners: Although Claessens and Djankov (1999b), Djankov (1999a), Halpern and Korosi (1998), Hooley, Cox, Shipley, Fahy and Beracs (1996), Smith, Cin and Vodopivec (1997) reported that foreign participation improves performance, Frydman, Gray, Hessel and Rapaczynski (1999) and Jones, Klinedinst and Rock (1998) found no such effect, and Major (1999) reported a negative effect on profitability and efficiency.  Whereas Claessens, Djankov and Pohl (1996) reported that the shareholding by bank-sponsored investment funds improved profitability and market valuation, Claessens and Djankov (1999b) found that the bank-sponsored investment fund ownership did not differ significantly from the state ownership in terms of its effects on profitability and labor productivity.  Finally, Jones and Mygind (2002) reported that managers had the biggest effect on productivity improvement, followed by foreigners, employees and domestic outsiders. 

It is not our intention here to scrutinize this evidence and examine what accounts for such variations in findings (a task we attempt to accomplish elsewhere). Rather, we believe that these disparities highlight the need for further development of the model of privatization, resulting ownership structures, and their effects.  Our suggestions partly echo the comments of Zarah, Ireland, Gutierrez and Hitt (2000: 514) in the introduction to the Academy of Management Review special topic forum on Privatization and Entrepreneurial Transformation, who call for more careful research on the antecedents of privatization that is better grounded in theory, takes into account political factors affecting privatization decisions, and connects the antecedents of privatization to the types of privatization strategies followed.  Our propositions, however, embrace a wider set of issues:

(1) A model of privatization needs to account for the determinants of ownership change, because privatization choices – both the choices made by the governmental authorities in selecting targets for privatization and the choices made by investors in selecting targets for purchase – are inherently endogenous.  Studies that explored this endogeneity found a significant selection bias in privatization (Anderson, Lee & Murrell 1999 for Mongolia, Barberis, Boycko, Shleifer & Tsukanova 1996, Earle & Estrin 1997, Earle 1998, Grigorian 2000), with the exception of Frydman, Gray, Hessel & Rapaczynski (1999) and Earle and Telegdy (2002). (Notably, however, even Earle and Telegdy (2002: 676) found that firms subsequently privatized had a higher preprivaization growth rate than those never majority privatized.  They also added the comment that runs against their main conclusion: “…[S]election effects have a much smaller impact than privatization”.)
Extant evidence indicates that the four decisions that culminate in the act of privatization – the decision to privatize and the decision regarding particular method of privatization, both made by the authorities and the potential owners – are influenced by enterprise characteristics.  Thus, past performance appears to significantly affect the authorities’ choice of privatization targets and methods:  Thus, in the Czech Republic, poor performers were more likely to be selected for pure voucher privatization, whereas high performers were mainly privatized via non-voucher methods (Marcinein & van Wijnbergen 1997); and in Lithuania the state tended to preserve (full or partial) ownership in better performing enterprises and to privatize the under-performing ones (Grigorian 2000).  Potential owners also appear to be influenced by past performance.  Earle and Telegdy (2002) found that Romanian firms with higher pre-privatization productivity growth rates were more likely to be privatized by the MEBO method; they also show some evidence of higher pre-privatization productivity growth in firms privatized by outside block-holders.  In Slovenia, past performance positively affected the likelihood of spontaneous privatization via employee and/or foreign share ownership (Smith, Cin, & Vodopivec 1997), and in Russia the probability of privatization decreased with the increase in past performance (Perevalov, Gimadii & Dobrodei 2000).  There is also some evidence of the influence of expected performance.  The probability of privatization in Russia also apparently rose with an increase in performance prospects (Perevalov, Gimadii & Dobrodei 2000), although Filatotchev, Bleaney and Wright (1999) found no significant correlation between expected performance and the choice of privatization variant or insiders’ equity stakes.  Furthermore, Claessens and Djankov (1998a) suggested that a combination of factors may be at play:  They showed that less efficient firms were more likely to be privatized in countries with the most insider privatization and more efficient firms were more likely to be privatized in countries where privatization methods favor outsiders.  In addition, ownership configurations were affected by enterprise size, with larger enterprises more likely to be owned by outsiders than smaller enterprises (Filatotchev, Bleaney & Wright 1999, Jones & Mygind 1999) and capital intensity, with more capital intensive firms more likely to be owned by outsiders (Jones & Mygind 1999). 

(2) Related to the first point, a model should embrace a more complex set of assumptions about the motives and opportunities of different players.  So far, these assumptions, mainly derived from the comparative economic systems, new institutional economics and economics of organization literatures (Jones & Mygind 1999: 424), have been fairly simplistic and ad hoc.  According to these assumptions, the government acts to secure support for itself and ensure control over enterprises to pursue other political goals (Shleifer & Vishny 1994); workers are driven by fears of unemployment (e.g., Aghion & Blanchard 1998); management is motivated by the desire to preserve or strengthen its position; outsiders are primarily interested in performance prospects (e.g., Claessens & Djankov 1998a); and the interests of all parties are constrained by the availability of resources.  The validity of these assumptions, however, has not been tested.  
The most recent research, though, does begin to paint a more complex picture:  Thus, analysis of the voucher privatization experience in the Czech Republic has drawn researchers’ attention to “perverse incentives” on the part of dominant owners manifested in “tunneling” (when dominant owners strip the assets from a firm with dispersed ownership and move the assets as through an underground tunnel into a firm or account that they control solely) (cf. Johnson, La Porta, Lopez-de-Silanes, & Shleifer 2000) and “looting” (when dominant owners with privileged access to credit borrow heavily, extract funds from the firm, and default on the debt without penalty) (cf. Akerlof & Romer 1993) (Cull, Matesova & Shirley 2002: 2, 22).  Claessens and Djankov (1999b) and World Bank (1998) suggested tunneling as a possible explanation for the poor performance of many privatized firms in the Czech Republic (though neither tested it), and in a pioneering study explicitly (though indirectly) testing the looting hypothesis Cull, Matesova and Shirley (2002) convincingly showed that the underperformance of fund-controlled Czech joint stock companies could to a significant extent be attributed to looting.
(3) A model should account for the potential impact of environmental factors, such as industry conditions, on ownership configurations, as only one study, to our knowledge, has examined their role (Claessens & Djankov 1998a).  

(4) A model should incorporate not only the resulting ownership configurations, but also the pathways through which these configurations emerge, as the pathways themselves have nontrivial effects on organizational outcomes.  To illustrate, Perevalov, Gimadii, and Dobrodei (2000) showed that leasing assets prior to privatization significantly affected post-privatization enterprise performance and Suhomlinova (1999) found that the incidence of leasing significantly increased the probability of spin-offs.  Also, Djankov (1999b) demonstrated that, insider-dominated firms where managers had received a significant ownership stake for free did not significantly differ in labor productivity growth from SOEs, whereas the firms bought out by their managers performed significantly better. 

(5) A model should be dynamic.  Influence of ownership structures changes over time: For instance, Christev and FitzRoy (2002) showed that all firms, regardless of ownership, hoarded labor during the early stage of reforms, but falling demand later prompted substantial downsizing in all but the insider-controlled firms.  Claessens and Djankov (1998a, 2002) demonstrated, for 7 Eastern European countries that the performance of enterprises privatized for less than 2 years was not very different from that of SOEs, while enterprises privatized for 3 or more years significantly outperformed SOEs in sales revenues and labor productivity.  Moreover, although overall there appears to be a strong inertia in post-privatization ownership structures (Jones & Mygind 1999), significant changes in the initial ownership configuration do occur, and the initial distribution of shares does have a significant impact on the subsequent redistribution of ownership stakes.  Thus, the presence of a large initial minority stake increased the likelihood of change in the initial pattern of ownership, such that a large (and particularly outsider) minority ownership was likely to turn into a majority ownership (Jones & Mygind 1999).  Managers-owners, however, tended to oppose “unexpected accumulation of shares” by outsiders and to strengthen their position by buying up employees shares, particularly when the level of insider ownership was not sufficiently high to secure the insider control (Filatotchev, Wright & Bleaney 1999).  

(6) A model should employ a more fine-grained operationalization of ownership than the three most frequently used ones – (i) those stemming from the tripartite division of all enterprises into SOEs, privatized SOEs and de novo, (ii) those derived from the officially defined legal form, and (iii) those based on the dominant owner.  Inclusion of all categories of owners and continuous measures of ownership stakes are preferable, particularly given the potential interactive and non-monotonic effects of various ownership stakes (the latter indicated, for instance, by the non-monotonic effects of management ownership concentration on performance in Djankov 1999a).

(7) A model should allow for the possibility of differences in the effects of a particular ownership configuration on different organizational outcomes.  Thus, according to Uhlenbruck and De Castro (2000), in privatized firms acquired by Western firms, retained government part-ownership was negatively associated with return on assets, but was positively associated with sales growth.  They explained this surprising finding by suggesting that partial government ownership may be useful in establishing business relationships and providing specific market know-how to a foreign acquirer (Uhlenbruck & De Castro 2000: 394). Alternatively, it could be an agency cost problem that favors growth at the expense of profitability. 

(8) It is necessary to acknowledge more firmly that the emerging ownership patterns represent an important outcome by themselves, above and beyond their immediate influence (or lack thereof) on performance-related outcomes, both politically and from the point of view of the ensuing diversity of organizational forms (Stark 1996).  

Financial Restructuring

The financial aspects of enterprise operation have received scant attention in the literature.  We have been able to identify only six studies that deal, to some extent, with this matter.  Thus, Estrin and Rosevear (1999b) assessed financial restructuring in Ukraine using indices of financial restructuring and asset disposal (index composition not specified) and found no significant effect of either privatization or ownership categories on these measures, except a positive effect of the category of “no clear owner” on asset disposal.  In contrast, Djankov (1999b) showed that privatization via management buyouts (though not via voucher scheme) was positively associated with asset sales and suggested that managers’ incentives to restructure decreased when they perceived their newly acquired ownership as a windfall gain. 
The description of the sources of finance following privatization revealed that the most prevalent were new shares issued to existing shareholders, letting of land, equipment or buildings, sale of surplus equipment, new bank loans, and revenue from new products. About a third of enterprises used at least one of these sources, while sale of land or buildings and the new shares issued to new shareholders were the least popular methods (Filatotchev, van Frausum, Wright & Buck 1996).  

The analysis of ownership effects on financing in the Czech Republic showed that the level of investment was significantly higher for enterprises with a dominant foreign owner; these enterprises, together with domestically privately owned enterprises also had easier access to finance (Kenway & Chlumsky 1997). 

Stark (1996) described the “decentralization of assets and centralization of liabilities” in Hungary that blurred the boundaries between the public and private sectors.  

Finally, the study of bankruptcy – as the ultimate case of financial restructuring – by Gray, Schlorke and Szanyi (1996) showed that reorganization plans were primarily focused on short-term debt relief and downsizing, rather than new investment, new management, or innovation, that creditors did not impose radical changes, and that control over firms' assets did not shift to new agents.  Reorganization apparently helped firms to survive, as more than 90% of the studied companies were still in operation two years after the reorganization agreement; but did little to further deep restructuring or the exit of ailing firms.  This may have been influenced by the generally weak bankruptcy regimes across transition economies (European Bank for Reconstruction and Development 1998).
Operational Restructuring

Studies of operational restructuring range from studies that focus on a single type of change to all-inclusive analyses that encompass a broad bundle of restructuring activities (e.g., Estrin & Rosevear 1999b covered 27 parameters grouped into 5 categories; Linz 2001 used 33 variables grouped in 3 indexes).  The subject of operational restructuring is a fairly broad one, and we subdivide our discussion into several topics: managers, employees, technology, marketing, structure, inter-enterprise relations, relations with the state, trade associations, international relations, strategy, and governance.  The logic behind such organization of the presentation is quite straightforward:  We begin with internal operational issues, continue onto the topic of structure, which involves the question of changing organizational boundaries, then move beyond these boundaries to embrace various aspects of interorganizational relations, and then round it up with a discussion of strategy and governance, which builds upon the preceding analysis of intra- and inter-organizational subjects.  

Managers
Key aspects concerning management relate to changes in management, training, recruitment of skilled managers and incentives. 

Estimates of management turnover vary by period and country, reflecting both the temporal progression of privatization and the country’s political climate: Thus, in the Czech Republic, director turnover was as high as 78.5% over the period from 1992 to June 1994 (Claessens & Djankov 1999a), with increase in annual turnover rates from 12% in 1991 to 30.4% in 1995.  [For comparison, the estimates for turnover in the US firms range between 9.3% (Denis & Denis 1995) and 7.8% (Weisbach 1988), as reported by Claessens & Djankov (1998b: 9).]  The process was significantly influenced by external intervention, such as the dismissal of all general managers with communist party affiliation following the election of Vaclav Klaus as a prime minister (Claessens and Djankov 1998b).  Notably, in 42.9% of enterprises the top managers were replaced by the National Property Fund prior to privatization (Claessens and Djankov 1999a).  In contrast, in Russia the turnover was much lower:  According to Linz, between 1992 and 1995 the replacement of director (CEO) occurred in only 20% of cases between 1992 and 1995 (Linz 1996) and in 47% of the cases during 1992-1999 period (Linz 2001).  Similar estimates were provided by Blasi, Kroumova and Kruse (1997), who reported the annual turnover rate of 8.4% between 1992 and 1996.  One important explanation for this is that in Russia a “depolitization” of industry did not occur and insiders took over 58% of all firms (Blasi et al. 1997; Claessens & Djankov 1998b). 
It should be noted that new managers were not necessarily all that new, as many of the new managers were internally promoted:  In the Czech case, the average tenure of general managers on any position with their firm was 15 years and 3 months; a third of all managers had 20 or more years of experience with their respective firms (Claessens & Djankov 1998b).  In the Russian case, some 40% of new general managers came from inside (Blasi et al. 1997).  Furthermore, case study evidence suggests that substantial turnover may occur without a significant change in the skill mix in a population of enterprises overall:  Thus, Djankov and Pohl (1998), for a sample of 21 large manufacturing firms in Slovakia show that, although all general managers were removed from office in 1990-1992, 18 of them regained a position in another firm by 1996. 
Analyses of the determinants of director turnover indicate temporal differences: For 1992-1995 in Russia, Linz (1996) found no effect of ownership, industry, region, and enterprise, but Filatothcev, Dyomina, Wright and Buck (2001) reported, for 1995-1997, that increases in outside control increased turnover.  Some evidence also suggests that the extent of turnover is associated with enterprise characteristics:  Thus, Claessens and Djankov (1999a) noted that firms without management turnover were larger and less productive and profitable than firms that experience turnover after privatization. 
The evidence regarding the impact of turnover on enterprise operations and performance is mixed. Thus, Barberis, Boycko, Shleifer and Tsukanova (1996) reported a significant positive effect of management layoffs in Russian shops on operational restructuring.  Similarly, Claessens and Djankov (1999a) showed that the appointment of new managers in listed Czech enterprises was associated with significant subsequent increase in the enterprise labor productivity and also, where new managers were appointed by the new owners (rather than the National Property fund), with significant increase in profitability.  (Note that in this case the equity incentives to managers did not have a statistically significant effect on enterprise performance.)  In contrast, Dobrev (1999), for the population of Bulgarian newspapers in 1987-1990, demonstrated that management turnover increased the mortality of organizations founded in the 1960s and 1970s by 40%.  

Estimates of incumbent managers training also vary, but with less regularity.  According to Linz (2001), in 1999 only a quarter of Russian managers received specialized training, while according to Filatotchev, Hoskisson, Buck and Wright (1996), in 1994 over two thirds of privatized Russian enterprises trained managers in specialist skills, and Filatotchev, van Frausum, Wright and Buck (1996) reported similar results for Ukraine.  What prompts training is unclear, though Filatotchev, Hoskisson, Buck and Wright (1996) suggested for Russia that enterprises privatized via lease and buy out and growing enterprises were more likely to engage in training.  Limited evidence on the effects of training is positive. Djankov (1999c) showed that in Moldova the training of incumbent managers positively contributed to sales growth, led to a significant decrease in barter trade, and reduced time spent by managers in dealings with the government. 

On related matters, in Slovenia during the period 1989-1996 the demand for managers (measured as the change in the number of people “actively involved in the daily management of the enterprise”) decreased for both SOEs and ex-SOEs (Bojnec 1999).  In Russian buy-outs, recruitment of managers with marketing, finance, and technical skills increased after privatization (Filatotchev, Hoskisson, Buck and Wright 1996); and in Ukrainian enterprises recruitment of managers with marketing and technical (but not financial) skills also increased after privatization (Filatotchev, von Frausum, Wright and Buck 1996). 

Concerning non-equity incentives, Jones, Kato and Avramov (1995) reported that during the early stage of transition in Bulgaria the internal wage structure remained relatively flat and that the use of incentive pay schemes for managers was limited and in decline.  They also showed that internal labor markets were underdeveloped and note, in particular, that promotion tournaments had weak incentive effects and thus did not ensure that the most able contender would win.

Finally, Fey and Bjorkman (2001) analyzed the impact of HRM practices (pertaining to managers) on performance of Russian subsidiaries of Western corporations and found that the extent of manager development (including technical and non-technical training, career planning assistance and job security) and feedback to managers (including information sharing programs, complaint resolution system, and attitude surveys) were positively related to firm performance (as assessed by managers on a scale from 1 to 5 in terms of market share, sales growth, profitability, and quality of products/services), but that an index of pay and organization (made up of performance appraisals, group/company performance in pay, teamwork, decentralized decision making and interdepartmental communication) had no significant impact on enterprise performance. 
Employees
Two aspects of operational restructuring related to employees have received attention in the surveyed literature: changes in the size of the work force and changes in employee compensation.

Quantitative changes in enterprise labor force have been extensively examined and frequently used as an important indicator of restructuring, albeit “passive” (e.g., Coricelli & Djankov 2001).  Most studies found that privatization per se has no effect on the number of employees (Estrin & Rosevear 1999a, Moers 2000, Perevalov, Gimadii & Dobrodei 2000), the rate of change in the number of employees (Bilsen & Konings 1998; Carlin, Estrin & Schaffer 2000; Jones 1998; Konings 1997), lay-offs (Barberis et al. 1996), and excess labor (Carlin, Estrin & Schaffer 2000).  The exceptions are the studies by Basu, Estrin and Svejnar (1997), who showed that enterprises privatized during the early stages of transition in Poland employed fewer employees than SOEs, and by Frydman, Gray, Hessel and Rapaczynski (1999), who reported that privatized enterprises had fewer layoffs than SOEs.  Analyses of ownership structures based on official classifications of ownership types (Basu, Estrin & Svejnar 1997) and dominant owner (Estrin & Rosevear 1999a, Kenway & Chlumsky 1997, Jones 1998) also revealed little difference between the forms.  

Significant results appear only when the models include more detailed measures of ownership, such as (a) management equity, which positively affected employment levels (Buck, Filatotchev, Wright & Zhukov 1999, Filatotchev, Buck & Zhukov 2000, and Frydman, Gray, Hessel & Rapaczynski 1999, but note that Barberis et al (1996) did not find any effect), (b) outside individual equity, which negatively affected employment levels (Filatotchev, Buck & Zhukov 2000, but note that Barberis et al. 1996 and Buck, Filatotchev, Wright & Zhukov 1999 found no significant effect), and (c) the state’s equity, which at some level (5 to 25 percent) led to lower employment in comparison with formally privatized or fully state-owned enterprises (Perevalov, Gimadii & Dobrodei 2000).  
More precise specifications are particularly important given potential curvilinear relationships, such as found in the effect of managerial ownership on downsizing – positive at low levels of management stakes, but negative at high levels (Filatotchev, Buck & Zhukov 2000).  
Some evidence also points to the need to include a temporal dimension, distinguishing, for instance, between “younger” and “older” privatizations, as in the study of seven transition countries by Claessens and Djankov (1998a, 2002), where only firms privatized for three or more years significantly increased downsizing (though note that Perevalov, Gimadii and Dobrodei 2000 for Russia found no significant effect of the number of years since privatization on the number of employees).  Similarly, Christev and FitzRoy (2002) showed that employment and wage adjustment behavior changed dramatically during just three years (1994-1997) under investigation: Initially, labor hoarding was widespread in all companies regardless of ownership, but by the end of the period, only the insider-controlled firms did not undertake significant downsizing.  
Finally, the pathways of privatization and post-privatization ownership change apparently affect enterprise outcomes. According to Perevalov et al. (2000), only one out of six possible privatization pathways in Russia (specifically, the variant that gives employees 25% of non-voting chares free of charge, with an option to buy additional 10% of voting shares initially and 10% more of voting shares later, and allows top managers to buy up to 5% of voting shares) significantly affected employment level (resulting in greater employment reduction); but note that Filatothcev, Bleaney and Wright (1999) found no significant effect between privatization variant and change in the number of employees in Russia in 1995-1996.  Exploring the post-privatization ownership changes in Russia, Jones (1998) discovered that out of the ten types of ownership changes, only two – continuous employee ownership and shift of a dominant owner from employees to state – significantly positively affect the rate of change in employment.  A review of 19 studies of privatized enterprises in transition economies found that in nine of the studies firms privatized through management and employee buyout displayed higher reductions in employment than in other enterprises (Wright, Buck & Filatotchev, 2002). 

Other variables potentially related to quantitative changes in employment and examined in the literature are organizational characteristics and environmental conditions.  Organizational characteristics include enterprise size and age, level of unionization, sales (including exports), financial health, access to bank financing, and management change.  Enterprise size was generally found to have a positive effect on the current level of employment [see Basu, Estrin & Svejnar (1997) for Czechoslovakia and Poland; Estrin & Rosevear (1999a) for Ukraine; and Filatotchev, Buck & Zhukov (2000) for Belarus, Russia and Ukraine], but a mixed effect on the magnitude of change in employment, with Linz (1996) for Russia and Konings (1997) for Bulgaria, Hungary and Romania reporting that the largest enterprises changed the least, Frydman et al. (1999) for Czech Republic, Hungary and Poland finding that the largest enterprises had more layoffs than the smaller ones, Konings (1997) reporting a negative impact on employment growth rate, and Bilsen and Konings (1998) for Bulgaria, Hungary and Romania and Coricelli and Djankov (2001) for Romania showing no size effect.  No support for enterprise age was found (Konings 1997, Bilsen & Konings 1998, both for Bulgaria, Hungary and Romania).  Level of unionization showed mixed results: a positive effect on the level of employment in Poland (Basu, Estrin & Svejnar 1997), but no significant effect on the rate of change in employment in Bulgaria, Hungary and Romania (Konings 1997). Changes in sales had a significant effect on employment in Czechoslovakia and Poland (Basu, Estrin & Svejnar 1997) and in Belarus, Russia and Ukraine, but only during an earlier stage (Filatotchev, Bleaney & Wright 1999) and not the later period (Filatotchev, Buck & Zhukov 2000).  Growth in sales had a negative effect on labor shedding in Romania (Coricelli & Djankov 2001).  The results on the effect of exports were mixed: Greater exports to non-ex-CMEA countries were associated with greater job losses in Slovenia (Erjavec, Gorton, Kuhar & Valant 1999), while exporting generally was associated with less labor shedding in Romania (Coricelli & Djankov 2001).  Enterprise financial health was found to significantly affect employment (Czaban & Whitley (1998) for Hungary, Basu, Estrin & Svejnar (1997) for Poland, Claessens & Peters (1997) for Bulgaria).  Greater access to bank financing (measured as the average share of new bank financing in total revenues and used as a proxy to estimate the hardness of budget constraints) was associated with less labor shedding in Romania (Coricelli & Djankov 2001).  Finally, with regard to management change, no effect of new human capital on employee lay offs in Russia was detected (Barberis et al. 1996).  
Environmental characteristics include: (a) regulatory restrictions on layoffs – shown to reduce the likelihood of layoffs by 12 percentage points (Barberis et al. 1996); (b) competition – with mixed results: no effect (Konings & Walsh 1999), positive effect on enterprise growth in Hungary, negative effect on growth in Bulgaria only in the trade sector, and positive effect in Romanian manufacturing, but negative effect in Romanian trade (Bilsen & Konings 1998), no effect of contemporaneous competition, but a negative effect of an increase in competition on enterprise growth in Bulgaria, Hungary, and Romania (Konings 1997), and no effect of foreign competition, but with greater domestic competition associated with fewer lay-offs in Russia (Moers 2000); (c) production links – with inefficiencies in existing production links and matching inefficiencies between suppliers and buyers depressing employment growth in SOEs and ex-SOEs, as compared to de novo firms (Konings and Walsh 1999), and stronger reliance on newer (post-central planning) contracts associated with fewer layoffs in Russia (Moers 2000); (d) industry – with industry decline in Belarus, Russia, and Ukraine significantly associated with involuntary employee dismissals and reduction in employment (Buck, Filatotchev, Wright & Zhukov 1999; Filatotchev, Buck & Zhukov 2000); (e) country – with less excess labor among privatized enterprises in Poland than in Romania (Carlin, Estrin and Schaffer 2000), greater reduction in employment in Russia than in Ukraine (Filatotchev, Hoskisson, Buck and Wright 1996, Filatotchev, van Frausum, Wright and Buck 1996), and greater changes in employment in Romania compared to Hungary (Konings 1997); and (f) other effects – with managers’ perception of environment as characterized by high level of trust associated with fewer layoffs in Russia (Moers 2000). 

Analyses of employee compensation have focused on the determinants of wages and benefits.  Basu, Estrin and Svejnar (1997) for Czechoslovakia and Poland and Linz and Krueger (1998) for Russia reported increasing elasticity in wage setting over time. Grosfeld and Nivet (1999) showed, however, that in Poland productivity growth was linked to wage increases in SOEs, but not in corporatized or privatized firms, and that regional unemployment rates tended to depress wages in enterprises with falling productivity, but had no effect in enterprises with productivity growth.  The evidence regarding ownership effects is mixed: Filatotchev, Hoskisson, Buck and Wright (1996) showed that Russian enterprises privatized via lease or employee ownership were more likely to increase real wages than enterprises privatized through majority employee acquisition, while Linz and Krueger (1996), for changes in average wages in Russia, and Basu, Estrin and Svejnar (1997), for current real wages in Poland, found no significant effect of ownership type.  
Studies of employee benefits have shown a decrease in the provision of housing and childcare and an increase in the provision of training, medical facilities, transportation, catering, and food production after privatization in Ukraine (Filatotchev, van Frausum, Wright & Buck 1996).  They found no significant effect of ownership on the number of benefits, the benefits share in total compensation, and change in the scope of benefits provision over time in Russia and Ukraine, but a significant positive effect of enterprise size on the number of benefits, the increase of number of benefits over time and the share of benefits in total compensation (Commander & Schankerman 1997).  With regard to the effect of different employee compensation schemes, Jones, Klinedinst and Rock (1998) reported that the use of profit sharing and incentive pay significantly enhanced enterprise productive efficiency.

Finally, two studies do no fit in the above categories, but have examined important aspects of enterprise operation in terms of employee relations:  Thus, Carlin, Estrin and Schaffer (2000) compared the level of compliance with EU directives between Spain and Poland and Romania, and found no difference with regard to equal pay, but lower compliance with the working time directive in Poland and Romania and lower compliance with the occupational safety directive in Romania.  Fey and Bjorkman (2001) in their analysis of Russian subsidiaries of Western corporations showed that an index reflecting organization of work and pay and an index covering various forms of feedback to employees had positive effects on firm performance, while the extent of employee development had no significant impact on performance (for description of performance measures and the indexes see above, where the results of this study are discussed with regard to managers). Fey et al. (2000), however, find Russian firm performance to be negatively associated with reductions in job security.

Technology

The extent of technological change is not very well documented, with Bonin and Abel (1998) reporting that only a third of firms in Hungary made any improvements in process technology (of which less than a third resulted in up-to-date technologies) and that more than a third had not introduced any new products since 1992 (with the majority of product introductions being imitations rather than innovations).  
Studies of technological change mostly focus on the effects of ownership configurations.  New ownership and management (but not management equity) (Barberis et al. 1996, for Russian shops) and privatization via management buy-out (but not via voucher privatization) (Djankov 1999b) significantly positively affected the probability of renovation.  Foreign ownership increased the likelihood of renovation (while other ownership groups have no effect) (Djankov 1999a, for Georgia, Kazakstan, Kyrgyz Republic, Moldova, Russia and Ukraine) and the likelihood of process innovation (but not of product innovation or plans for future process or product innovation) (Bonin and Abel 1998, for Hungary) and improved the (perceived) firm’s access to advanced technology (Kenway and Chlumsky 1997 for Czech Republic). 

Marketing

Assessments of the development of the marketing function in SOEs and former SOEs vary by country. Marinov, Cox, Avlonitits and Kouremenos (1993) reported that only 26.4% of Bulgarian enterprises had a separate marketing department in 1992 and only 3% of firms had a clear marketing orientation.  In contrast, Shipley and Fonfara (1993) found, that in Poland as early as 1992, 38.5% of enterprises had a marketing department and 22% of enterprises established marketing orientation   Whereas Bulgarian managers stressed significant barriers to the adoption of marketing, including lack of skills and of understanding of marketing and limited financial resources, with nearly half of the respondents believing that the environment was changing too rapidly for marketing to help (Marinov, Cox, Avlonitits & Kouremenos 1993), Polish managers appeared to be more optimistic, with most firms with marketing departments reporting to have overcome barriers to adopting marketing (Shipley and Fonfara 1993).  Further, while Russian marketing managers were apparently still preoccupied with the economic effects of the transition shock (e.g., poor availability of raw materials and finance, inflation, cash flow problems, and difficulties in distribution and sales), Romanian managers apparently had already moved onto the “control” stage of the transformation, focusing on crafting a more competitive strategy (and thus quoting the main effects of marketization as increased competition and consumer selectivity and increased need for business education, product innovation, and exports) (Shama & Ciurel 1996).  Romanian enterprises responded to external challenges by focusing on marketing strategy and mix (e.g., by introducing new products, increasing distribution and operational efficiency), while Russian enterprises focused on survival-driven actions (contracting activities, changing legal status, declaring bankruptcy) (ibid.).

Descriptive studies of marketing have also identified different strategic types of firms. Hooley, Beracs and Kolos (1993), for Hungary in 1992, distinguished between defenders, including those focusing on efficiency (27.4%), quality (21%), and low price (16.4%), and prospectors, including market share challengers (14.7%) and organic growth segmenters (21.6%).  Marinov, Cox, Avlonitits and Kouremenos (1993), for Bulgaria in 1992, categorized firms into four clusters: “agnostics”, with no marketing and no clear goals (3%), firms with production orientation (63%), sales orientation (31%), and market orientation (3%).

Analytical studies of marketing have concentrated on the effects of ownership and environmental uncertainty.  Thus, Hungarian enterprises of different ownership were found to pursue distinctly different marketing strategies:  SOEs, mixed state-private enterprises, and private firms tended to focus on survival, adopt a defender orientation, offer products of average quality at low to average prices, and engage in imitative new product development, while co-operatives emphasized efficiency and did not develop new products.  Firms with foreign participation had more long-term and growth orientation than domestic firms, were more likely to seek market leadership through new product development, to adopt premium positions for their products, and to be export oriented (Hooley, Cox, Shipley, Fahy, Beracs & Kolos 1996).  In contrast, there appeared to be no difference between Polish SOEs and privatized enterprises in terms of marketing orientation (including customer, product, employee, efficiency, selling), though privatized firms were more likely to adopt market position priorities (as opposed to survival), to engage in new product development, to offer products of above average quality, and to claim competitive advantage built on product quality, design, after sales services, and company and brand reputation (Shipley, Hooley, Cox, & Fonfara 1998).  A comparison between SOEs, private enterprises, and joint ventures with foreign partners in Russia and Romania with regard to marketing managers’ assessment of the enterprise response to the evolving market economy revealed significant group difference on only one out of twenty measures of market impact in Russia, but on six measures in Romania, and on only two out of nineteen variables of adjustment to market forces in Russia, thus apparently indicating that the effects of ownership were significant in Romania but not in Russia (Shama & Ciurel 1996).  
With regard to environmental uncertainty, Golden, Doney, Johnson, and Smith (1995) reported that increase in uncertainty led to an increase in adoption of marketing orientation (measured as the importance of market research, customer satisfaction, and new product development rated on a 3-point scale) by Russian enterprises in 1991.

Finally, limited evidence on the impact of marketing on enterprise operations shows that the adoption of a marketing orientation led to an increase in product quality and customer service and in the perceived importance of promotional activities (but not of price) (Golden, Doney, Johnson & Smith 1995, for Russia in 1991).  The greater emphasis on product quality and customer service (but not on promotion and price) was, in turn, associated with better performance (measured as a self-assessed comparison to competitors on cash flow, sales, market share, and profitability) (Golden et al. 1995).  Hooley, Beracs and Kolos (1993) also reported that on five standard indicators of performance: return on investment, profit, sales, market share, and cash flow, market share challengers and organic growth segmenters outperformed firms with other strategies, while efficiency focus defenders performed the worst.

Structure

Changes in internal organizational structure have received little attention in the reviewed literature, and all four studies that fall into this category focus on changing firm boundaries: three look at spin-offs and the fourth examines acquisitions. Suhomlinova (1999) showed that the likelihood of an enterprise break-up in the construction industry in Russia was affected by organizational characteristics: the ability to procure resources from the state (negatively), the incidence of prior spin-offs and the leasing arrangement (positively), and environmental factors (exhibiting an inverted U-shape relationship with population density, indicating countervailing effects of competition and legitimation).  Stark (1996) drew attention to the continuing links between parents and spin-offs.  He argued that management transforms former SOEs into a network form (“recombinet”) in order to maximize survival chances in an environment of competing demands. In doing so, they centralize liabilities, in order to qualify for state support, and decentralize assets, in order to tunnel valuable resources into private hands.  Sedaitis (2000) also documented the development of spin-offs (from the old Russian scientific-research institutes working to varying degrees for the military industrial complex) and found a substantial variation in the type of spin-off (ranging from R&D oriented firms to purely commercial ventures) and a significant degree of symbiosis between the parent and its spin-offs.  Lizal, Singer and Svejnar (2001) reported that enterprise breakups during the early years of transition in then Czechoslovakia significantly positively affected the efficiency and profitability of both parents and spin-offs.  Based on this evidence they argued that break-ups were caused by size inefficiencies, such as diseconomies of scale.  Filatotchev, Dyomina, Wright and Buck (2001) found that managerial ownership and control positively affected the probability of acquisitions, but that increased outside control decreased the likelihood of acquisitions by privatized firms in Belarus, Russia, and Ukraine in 1995-1997.

Inter-Enterprise Relations


With regard to relations with business partners, Konings and Walsh (1999) explored the effects of disruption in the production chain links established under central planning.  They argued that increasing inefficiencies in the existing production links and matching inefficiencies between suppliers and buyers lead to partner switching, which harms production and, thus, performance.  They did not, however, directly examine the relationships between partners, but use the number of products as a proxy for the former inefficiencies and “any investment in new production” for the latter.  They found that both measures negatively affected employment and productivity growth for the Ukrainian SOEs and ex-SOEs, but not for de novo firms.  
Focusing specifically on suppliers, Filatotchev, von Frausum, Wright and Buck (1996) found an overall improvement in relationships with suppliers post-privatization.  
Barberis et al. (1996) and Estrin and Rosevear (1999b) examined the link between ownership and supplier change; both treated supplier change as a positive development.  Barberis et al. (1996) reported that complete ownership change and new management increased the likelihood of changing over half of the suppliers in Russian shops, but that the managers’ and outsiders’ ownership stakes had no effect.  Estrin and Rosevear (1999b) reported that dominant worker or manager ownership (but also the lack of clearly dominant owner) was positively related to the magnitude of input restructuring (measured by an index including supplier change) in Ukrainian enterprises in 1992-1996.

Special attention in the literature has been given to barter.  The proportion of barter trade in total enterprise transactions was frequently used as an indicator of enterprise restructuring. Thus, Djankov (1999c) treated barter as “efficiency loss” and Linz and Krueger (1998) interpreted barter as an example of choice between utilizing formal (market) versus informal (“web of mutual support”) means to restructure.  Studies identify several factors affecting the extent of barter trade.  Djankov (1999c) focused on management training and showed that it led to significant reduction in the proportion of barter trade in Moldavian enterprise transactions, though there was still significant inertia in the process and larger sales volume was associated with a greater proportion of barter.  Estrin and Rosevear (1999a) concentrated on ownership effects and found that Ukrainian privatized enterprises and, in particular, those with dominant worker or insider (with no prevalence of either managers or workers) ownership were less likely to engage in barter than SOEs.  Linz and Krueger (1998) detected industry effects on the incidence and extent of barter in Russian enterprises, with industries located closer to the final customer in the production chain less likely to engage in barter, and argue that barter was primarily caused by liquidity constraints.  Based on this evidence, they concluded that barter was primarily driven by liquidity constraints and not, as argued previously, by managers’ intentions to seek informal profits (Ickes, Murrell & Ryterman 1997, Hendley, Ickes, Murrell & Ryterman 1997) or preserve existing relationships (Ickes, Murrell & Ryterman 1997). Neither Djankov (1999c) nor Estrin and Rosevear (1999a), however, find any consistent industry effects.  An alternative model was suggested and tested (using Russian data) by Guriev, Makarov and Maurel (2002):  They showed that the greater was the debt overhand, the more likely was the use of barter (with and without the possibility of debt restructuring) and concluded that barter was used by firms to protect working capital against outside creditors.
Hendley, Murrel and Ryterman (2000) analyzed the mechanisms for contract enforcement and conflict resolution used by Russian enterprises in 1997 and demonstrate that enterprises mostly relied on direct contacts, but also frequently resorted to legal institutions.  They concluded that the role of the mafia in the process was greatly overstated and that the pattern of use of formal and informal mechanisms in this transition economy was similar to the one found in Western economies.  
Johnson, McMillan, and Woodruff (2002), in an extensive five-country (Poland, Slovkia, Romania, Russia, and Ukraine) study of SMEs (mixed sample of both former SOEs, including spin-offs, and de novo), examined the relative importance of courts and relationships in enforcing contracts.  They investigated the level of trade credit offered to customers (as a proxy for the level of trust in relationships) and found that, indeed, relationships significantly support trade credit: Thus, additional information about the customer obtained from other manufacturers is associated with some 15% more of the bill being paid with delay; and personal relationships with the customer (friendship or family connection) add yet 15% more to that.  They also showed that trust develops quickly: After only two months of trading customers paid 12 percentage points more of their bill on credit.  The courts, however, also had a perceptible effect on the level of trust (despite the evidence that disputes with trading partners were usually settled without third-party assistance):  Entrepreneurs who said that the courts are effective granted 5% more trade credit on average; though belief in courts had a significant effect on trade credit for new relationships and not in longer lasting relationships (Johnson, McMillan & Woodruff 2002: 223-224).  Courts also lowered switching costs:  Buyers who said that the courts are effective were significantly less likely to reject the lower-priced offer from a previously unknown firm than those who perceived the courts as ineffective (for the subset of transactions involving the goods customized to the buyer, rather than standard goods made to inventory).  The authors concluded that the courts, even weak, bring direct (strengthening confidence in contracts) and indirect (lowering entry barriers) efficiency gains to the economy. 
Sedaitis (2000) examined the technology transfer attempts in the Russian military R&D sector, looking, effectively, at the links between the old (established under Soviet regime) scientific-research institutes and industry, across a range of technology commercialization mechanisms (from passive, e.g., technical reports, to active, e.g., showcasing prototypes of new inventions to potential users).  She showed that neither a market perspective (which stresses the role of privatization and of intellectual property rights protection) nor a statist model (which emphasizes the role of state financial support) were satisfactory in explaining technology adaptation and demonstrated that an organizational perspective that stresses the role of inter-firm linkages and spin-off creation provided the most convincing (statistically significant) explanation.  
Relations With The State

Until recently, research on relationships between enterprises and the state was mostly limited to occasional observations on the margins of studies devoted to other aspects of restructuring.  Thus, Djankov (1999c) reported that management training led to a decrease in time spent by Moldavian managers dealing with the government, but there was also a significant inertia in the process and larger enterprises tended to spent more time than smaller ones on this issue.  Suhomlinova (1999) showed that enterprise links to government forged under the old regime continued to affect the extent of state resource support under the new regime, so that Russian enterprises that had had a higher status in the central planning hierarchy were less likely to break up during transition. 
The latest research, however, brings the issues of interaction between enterprises and the state to the forefront.  In fact, an entire high-profile research program on governance, corruption and state capture has been developed under the auspices of the Office of the Chief Economist of the EBRD and the World Bank Institute to address these issues.  As part of this program, the Business Environment and Enterprise Performance Survey (BEEPS) was conducted, covering 3000 enterprises in twenty Central and Eastern Europe and the former Soviet Union countries.  The survey provided a wealth of information for the studies reported here.  Based on the BEEPS data, Hellman and Schankerman (2000) examined several important issues pertaining to the relationship between the state and firms on both micro and macro level, namely:  (1) direct links between the state and firms, including (a) state intervention in the operational decisions of enterprises, (b) state provision of direct benefits to firms (such as subsidies or tax arrears), and (c) firm’s bribes to governmental officials; (2) influence of powerful firms on the state’s reform policies, and (3) endogeneity of government regulation.  
On a micro-level, Hellman and Schankerman (2000) tested the predictions of an implicit bargaining model between politicians and firms, in which state intervention, state transfers and corruption are considered as substitutes at the enterprise level, within a given country (Shleifer & Vishny 1994).  Firstly, they demonstrated that state intervention in enterprise decisions remained a prominent feature of transition economies and was most common on pricing (with 36% of firms reporting some degree of intervention), less so on investment, sales and wages (a quarter of firms), and the least on employment decisions (16%).  The extent of intervention was not, against expectations, directly related to the country’s progress in liberalization and privatization (with the highest levels of intervention reported both in some of the most advanced transition countries, such as Hungary, the Slovak Republic and Slovenia, and in the least advanced ones, such as Belarus, Ukraine and Uzbekistan; note, however, that these perceptions might have been colored by differing expectations of the state’s role); but the direction of intervention was:  In the advanced economies the state appeared to intervene to support the workforce, while in the less advanced ones intervention seemed to be a tool of macroeconomic management (price and wages).  The pattern of intervention also varied across different types of firms:  Smaller firms were less likely to face state intervention than large firms.  The state intervened much less frequently in private firms than in SOEs (the finding was also checked against possible selection bias), but the level of intervention in privatized firms did not differ from that in de novo.  The authors also examined a direct effect of state intervention on enterprises by analyzing the “time tax” – the average proportion of senior management’s time spent dealing with government officials about the application and interpretation of laws and regulations in each country.  Unlike the extent of state intervention, the time tax for small and medium size companies was not lower than for large enterprises; it was, however, in line with the extent of intervention, significantly smaller for start-up and privatized firms than for state firms.  
Secondly, Hellman and Schankerman (2000)  examined some (measurable) private benefits that firms receive from the state, beyond the provision of standard public goods; namely, direct subsidies, tax and utility arrears, and direct state investment. They analyzed country differences in the proportion of firms receiving subsidies and the fraction of firms with substantial tax and payment-to-state-utilities arrears and  detected a trade-off between the use of direct versus implicit subsidies and a link to reform progress: Apparently, there was a greater reliance on direct subsidies both in more advanced transition countries and in countries which have largely maintained the previous command system, while those in the middle supported firms primarily by means of implicit subsidies.  In terms of firm type, small firms were far less likely to receive subsidies or direct state investment than large firms, but there was no difference between medium-size and large firms on the likelihood of receiving these state benefits; there was also no size difference with regard to the probability of maintaining arrears.  Start-ups were less likely to receive state benefits than SOEs; privatized firms fell in the middle (except for arrears where they were no different from SOEs).  
Thirdly, Hellman and Schankerman (2000)  examined the “bribe tax” on enterprises – the payment of direct private benefits to public officials in the form of bribes, made for a variety of purposes (e.g., to obtain public services, to avoid taxes or existing regulations, to gain government contracts, to influence policy, and to appease predatory officials).  They found that the bribe tax (the level of bribes as a share of firm’s annual revenues) imposed a severe burden on enterprises in the region and ranged from 2% in Croatia to 8% in Georgia, with average bribe tax in the CIS countries (5.7%) at almost twice the level reported in Central and Eastern Europe (3.3%).  Small firms were bribe-taxed much more heavily (5.4%) than large ones (2.8%).  The bribe tax was also significantly higher for privatized firms than for SOEs, and higher for de novo than for privatized.  Overall, bribes appeared to be a “substitute” for state involvement in enterprise decision-making.
Taken together, this evidence provides strong support for a bargaining model:  “State-owned firms give substantial control rights over company decisions to the state, pay relatively low levels of bribes to state officials and are more likely to receive benefits from the state in the form of direct subsidies and investment. Privatized firms are subject to les state intervention… but… pay a significantly higher level of bribes and receive fewer direct state benefits (though there is on-going transfer through arrears). … New start-ups … face very little state intervention and receive few direct state benefits, but at the same time… pay a much higher bribe tax to state officials… [and still] continue to spend nearly as much management time dealing with state officials as their counterparts in state in privatized firms” (Hellman & Schankerman 2000: 571).  They also note that “privatization has helped to ‘de-politicize’ the firm in terms of reducing state control over company decisions. But it has not broken the financial ties – in terms of subsidies and bribes – that continue to bind the state and privatized firms.”  
Hellman and Schankerman (2000) also explored the influence of enterprises on the state, by examining the extent of “state capture” – the degree to which firms are affected by the ‘sale’ of parliamentary legislation, presidential decrees, and judicial decisions to private interests and the degree to which efforts to influence government policy through illicit methods are concentrated among a small number of firms.  They found a significant differences across transition countries in terms of pervasiveness and concentration of state capture and produced the list of high-capture states, which included Romania, Georgia, Slovakia, Croatia, Bulgaria, Kyrgyzstan, Russia, Ukrain, Moldova and Azerbaijan.  They showed that state capture had a powerful negative impact on the quality of governance in transition economies (with high capture states having heavier taxes and regulation, greater corruption, poorer macroeconomic management, and less effective law and order) and was also strongly negatively associated with the progress of economic reform.  They also demonstrated that the effects of privatization on the quality of governance (more generally, as opposed to corporate governance) was significantly mitigated by the degree of state capture.  Privatization was significantly positively associated with the quality of governance in the low-capture countries, but there was no evidence that privatization improved governance in high-capture states.  They interpreted these findings as to suggest that the effectiveness of privatization policies as a means of creating effective demand for improving governance is limited by the state capture. 
Finally, Hellman and Schankerman (2000) demonstrated that regulation in transition economies is endogenous in the sense that state officials have some control over the scope of discretionary rules and regulations that induce corruption and that this control varies across countries.  They showed that, although on the micro-level, state intervention, corruption, and state benefits were substitutes, on the macro-level they were not:  Across countries, the relationship between the degree of state intervention, the bribe tax and the time tax was positive, leading to the conclusion that in all countries the state officials pursued their private incentives to expand the scope of regulation, but they did so within different political constraints, reflective of the country’s conditions.  Effectively, though, the combined evidence suggests the dual nature of regulation endogeneity, as the regulation reflects both “state capture by which powerful firms distort the reform agenda for their narrow private gains, and the grabbing hand (Shelfier & Vishny 1998) by which the state officials generate excessive regulations to increase their bribe income” (Hellman & Schankerman 2000: 548; emphasis in original).  
Trade Associations
Perotti and Gelfer (2001) examined the differences between two types of financial-industrial groups in Russia: (a) horizontal, or industry-led, groups of the same-sector firms, apparently formed for market sharing and lobbying purposes and that establish a joint stock company, which acts as group representative, but has no control over the firms; and (b) hierarchical, or bank-led, groups with a “command structure”, with a holding company at the top, usually controlled by a bank, with the right to residual cash flow and control over the assets.  They found that firms in hierarchical groups had better capital allocation decisions than other firms and that in insider-controlled independent firms and horizontal group firms the investment decisions appeared to be driven passively by the availability of internal finance, with little concern for expected profitability. 
Recanatini and Ryterman (2000), using data on Russian firms, explored the influence of membership in a business association on enterprise performance and the factors affecting the enterprise decision to join an association.  They found that association membership had a very strong impact on firm performance: belonging to an association reduced the probability of output decline by 47%.  (The probability of output decline also significantly decreased with an increase in the price of the firm’s products and increased with firm age and its prior affiliation with an All-Union Ministry.)  They also showed that the decision regarding membership was affected by enterprise age (with older firms more likely to join), change in the price of firm’s products (with increase reducing the likelihood of joining), geographical distance to suppliers (with associations among more distant members less likely to arise), and former affiliation with an All-Union Ministry (with associations more likely to emerge in regions where the share of firms that were formally controlled by the central government was high).  (It is noteworthy, given the study’s focus on “disorganization” that other measures of disorganization, including product complexity, distance of potential buyers, and pre-transition shares of exports to CMEA in sector’s production and imports from CMEA in sector’s inputs, were not significantly associated with either the decision to join association or with the probability of output decline.)
International Relations

The international relations covered here include trade, subcontracting for foreign partners, and different types of foreign participation in local enterprises.

Exports.  One of the key aims of transition is to make products and services saleable on world markets.  The main focus in analyses of the decisions to export and the extent of export activity has been on the effects of ownership.  Private ownership share apparently had a positive effect on the extent of enterprise exports in Lithuania in 1995-1997 (Grigorian 2000).  Ownership affected the extent and destination of exports by Hungarian enterprises, with state-foreign joint ventures exporting the most and being most active in the EU and domestically owned private enterprises exporting the least and concentrating on the ex-CMEA countries (Hooley, Cox, Shipley, Fahy, Beracs & Kolos 1996).  In Belarus, Russia and Ukraine, however, only managerial equity had a significant (positive and non-monotonic) effect on the likelihood of exporting (beyond the countries of the former Soviet Union) (Buck, Filatotchev, Demina & Wright 2000), and additional evidence from the same countries revealed no effect of either ownership or control (board representation) on exporting activity, although both apparently affected export-oriented product development (outsider board membership – positively and managerial ownership – negatively) (Filatotchev, Dyomina, Wright & Buck 2001).  In addition to ownership and control, some enterprise characteristics, such as size (Buck, Filatotchev, Demina & Wright 2000, Grigorian 2000), export-oriented product development and the presence of a foreign partner (Buck, Filatotchev, Demina and Wright 2000) were positively related to exports, while unrelated external acquisitions were negatively related to export intensity (Filatothcev, Dyomina, Wright and Buck 2001).  Finally, the extent of exports also depended on the environmental characteristics, such as market concentration (positive effect) (Grigorian 2000), industry decline (positive) and product competition (negative) (Filatotchev, Dyomina, Wright & Buck 2001). 
Foreign partners. An important strategy designed to access a variety of resources that are scarce in transition economies is to form links with foreign partners. The likelihood of subcontracting for a foreign partner was positively affected by enterprise size (number of employees) and cost structure (labor costs and material expenses as a fraction of total sales revenues) in the Czech Republic (Deardorff & Djankov 2000).  The probability of having a foreign partner in Belarus, Russia, and Ukraine in 1995-1997 was positively associated with outsider board membership, but the effect of managerial control changed from positive to negative over the study period (Filatotchev, Dyomina, Wright & Buck 2001).  For a different sample from the same countries, ownership had a mixed effect (none in 1996, with the negative effect of greater than average foreign shareholding in 1997), exports relative to sales, investments, and active search for foreign partners had positive effects, and other factors (e.g., new director, perceptions of foreign partner motives, and enterprise size) had no consistent effects over time (Wright, Filatotchev, Buck & Bishop 2002).  Research on partnerships with foreign companies also produced some evidence regarding the motives of the parties for entering into partnerships, but most of it is descriptive and difficult to summarize.  Thus, Fey (1995) presented a comparison of the motives of local and foreign parents for forming a joint venture in Russia in 1993-1995, showing that the local and foreign partners had almost diametrically opposed objectives for forming a JV.  Pye (1998) discussed the relative importance of some twenty four factors that potentially motivated a foreign partner to directly invest in Czech Republic, Hungary, Poland, Romania, Slovakia in 1996.  Wright, Filatotchev, Buck and Bishop (2002) compared managers’ perceptions in Belarus, Russia, and Ukraine of the attractiveness of their enterprises to foreign partners, the foreign firms’ motives for partnership, and the potential contribution of the foreign partners to the enterprise development.  The only exception is a more analytical study by Hitt, Dacin, Levitas, Arregle and Borza (2000), who examined the differences between managers’ perception of the importance of a potential partner’s characteristics in developed market countries and in emerging market countries.  According to their results, emerging market firms (i.e., firms in Poland, Romania, and Mexico) emphasized financial assets, intangible assets, capability for quality, willingness to share expertise, partner ability to acquire skills, and technical capabilities, whereas developed market firms emphasized unique competencies, industry attractiveness, cost of alternatives, market knowledge/access, previous alliance experience, and special skills to learn from partner. There was no difference between the developed market and the emerging market firms in terms of the emphasis on complementary capabilities and managerial capabilities.  

Mode of foreign entry.  Meyer (2001) investigated the factors affecting the mode of business relationship between Western (from West Germany and the UK) and Russian and East European (Czech Republic, Hungary, Poland and Romania) companies in 1994/1995. He distinguished between four types of relationship: only trade, contracts with no direct investment, a joint venture, and the establishment of a wholly-owned subsidiary. He found that the country’s progress in building market institutions (measured by the EBRD transition indices) increased the Western investor’s preference for the internalization of transactions (the establishment of a wholly-owned subsidiary), that German firms were more likely to have wholly-owned subsidiaries and have a particular aversion to contracts, relative to the British firms, and that all forms other than trade appeared suitable for technology transfer, whereas the transfer of managerial and/or marketing know-how was more likely to occur in wholly-owned subsidiaries and JVs.  Hagedoorn & Sedaitis (1998) examined the choice between equity and contractual forms of alliances in international strategic technology alliances in Russia and showed that manufacturing-oriented collaboration was more likely to assume the form of joint ventures, whereas primarily research-oriented cooperation was geared more towards contractual agreements. They also found that a type of alliance was not, against predictions, associated with industry (new technologies sectors versus other more mature industries), but was associated with firm’s age: joint ventures were more likely to be created with older host enterprises, while with new host firms contractual agreements were the preferred mode of cooperation.  Type of technology transfer also affected the form of cooperation: bilateral technology exchange was linked with the contractual form of cooperation and unilateral technology transfer with equity joint ventures.  
Most studies of the operation of enterprises with foreign participation were primarily descriptive.  Thus, Fey (1995) compared the perceptions of the Russian and the foreign parent in a joint venture with regard to their control over the venture, their reasons for dissatisfaction with the other parent, and the obstacles for performance improvement. Pye (1998) presented, for enterprises with some foreign participation, the distribution by country of changes in the shareholding position of the local enterprise and changes in the local enterprise performance (all measured as categorical variables), for Czech Republic, Hungary, Poland, Romania, and Slovakia in 1996.  Lyles and Salk (1996) analyzed the individual effects of a number of factors on knowledge acquisition from a foreign parent for international joint ventures in Hungary and found that local managers’ perceptions of the joint venture’s capacity to acquire and use knowledge, the articulation of the venture’s goals, the explicit framing of the contribution from the foreign parent, and the explicit contribution of the foreign parent in terms of managerial know-how and training of the local work force significantly positively affect the extent of the manager’s learning from the foreign parent, whereas the contribution of technical know how has no effect.  They also discovered that the reported cultural and other conflicts had no effect on knowledge acquisition and that in 50/50 two-parent JVs knowledge acquisition was higher than in other forms.

Studies that examine the influence of foreign relationships on enterprise performance generally find significant positive effects.  Thus, import and export redirection towards more mature markets (but not the export share of sales) significantly positively affected value-added total factor productivity (TFP) change in Bulgaria in 1992-1995 (Djankov & Hoekman 1997).  In the Czech Republic, subcontracting for foreign partners significantly lowered costs and increased firm value (Deardorff & Djankov 2000) and FDI (but not IJV) had a significant positive effect on the sales growth of firms with foreign links (Djankov & Hoekman 2000a). Hungarian firms with foreign participation outperformed wholly domestically owned firms in terms of pre-tax profit and return on investment (Hooley, Cox, Shipley, Fahy, Beracs and Kolos 1996).  There was also some evidence of the spillover effects of foreign participation in an industry for firms without foreign links. The presence of subcontractors for foreign partners in an industry somewhat increased the value of all Czech firms in this industry (Deardorff and Djankov 2000), but FDI had either an insignificant or a negative effect for the industry firms without foreign links (Djankov and Hoekman 2000a).  Finally, analysis of the impact of a Western firm’s acquisition of a formerly state-owned enterprise (Uhlenbruck and De Castro 2000) showed that, predictably, greater investment in the transformation of an acquired enterprise led to performance improvement.  Contrary to received wisdom, however, strategic fit (industry and vertical relatedness) between the acquirer and the acquired firm was only weakly associated with improved performance, and organizational fit (similarity in management control and reward systems) had an insignificant effect (with the exception of East Germany where it was negatively related to performance).  The authors’ explanations for these surprising findings pointed to possible data problems (with regard to strategic fit), but also suggested that the standard measures of fit (with regard to management control) were probably insufficient to capture deeper cultural differences between the West and the Central and Eastern Europe. 

Some studies more closely examine the mechanism of the influence of foreign participation on performance.  Thus, Fey and Beamish (2001) analyzed the impact of dissimilarities in organizational climate type between parent firms and the IJV and between the parents themselves for Russian IJVs on IJV performance and found that the dissimilarity in the organizational climate between the IJV and the foreign parent significantly negatively affected the IJV performance, but that the dissimilarities between the JV and the Russian parent or between the Russian and the foreign parent had no effect.  Lyles and Salk (1996) analyzed the effect of knowledge acquisition from the foreign parent (as perceived by the managers of Hungarian IJVs) on IJV performance and found a positive relationship between knowledge acquisition from foreign parent and all performance measures.  For Russia, Ukraine and Belarus, Wright, Filatotchev, Buck and Bishop (2002) found that the presence of a foreign partner was positively associated with management’s desire for access to foreign markets, existing export intensity, location of the enterprise in Russia, replacement of the chief executive, the amount of investment required and with the company being perceived to be attractive to a potential foreign partner because it provides access to local technology. The presence of a foreign partner was negatively associated with directors giving priority to strategies to develop domestic markets and with an enterprise already having greater than average foreign ownership. There was a reduction in the presence of foreign partners over time although enterprise managers appeared to become more realistic about the attractiveness of their firm to foreign partners, indicating learning.  Coricellin and Djankov (2001) showed that exporters were more likely to engage in active restructuring (i.e. new investment), though less likely undertake passive restructuring (i.e. shed labor).  
Strategy

Some issues related to strategy have already been discussed above (e.g., marketing strategy types, export orientation in production).  Here we pick up the remainder of the extant evidence on strategic behavior. Two studies provide some evidence on product restructuring, which may be linked to diversification: Filatotchev, van Frausum, Wright and Buck (1996) reported that almost 40% of Ukrainian enterprises increased their product range after privatization (though 53% made no changes).  Estrin and Rosevear (1999b) showed that privatization generally and some types of ownership in particular (insider and dominant worker) significantly increased the extent of product restructuring (an index including adjustment to quality, product mix, structure of sales by region, country, and outlet) in Ukrainian enterprises (as compared with SOEs).  A study by Filatotchev, Dyomina, Wright and Buck (2001) examined the determinants of acquisition activity and reported that managerial ownership and control significantly increased the probability of external acquisitions in Belarus, Russia and Ukraine during 1995-1997, while an increase in outsider control over the study period decreased it.  

Two studies examined the environmental scanning behavior by enterprise managers. Elenkov (1997) analyzed the frequency of scanning and the reliance on particular models of scanning (personal vs. impersonal and external vs. internal) among managers of Bulgarian enterprises.  He reported that, contrary to his original hypotheses, the general environment did not generate more strategic uncertainty than the task environment, that strategic uncertainty was not significantly correlated with the frequency of scanning, and that the use of impersonal modes of scanning was not associated with the level of strategic uncertainty.  He did find that greater perceived strategic uncertainty was associated with greater reliance on the external rather than internal sources of information.  May, Stewart and Sweo (2000) discovered that environmental scanning behavior in Russia departed in some respects from expectations derived from theory developed in the West.  The sectors that were newest to the Russian environment ranked highest in strategic uncertainty irrespective of the sector’s classification in either the task or general environment category. Contrary to Western theory, change and complexity of environment were neither sufficient nor necessary conditions for predicting scanning behavior. Rather, the importance of the environmental sector alone, moderated by perceptions of source accessibility, was the superior predictor of scanning frequency.

In a dynamic environment and in the early part of transition, enterprise financial performance may not show significant signs of improvement. Instead, attention may need to focus on managers’ strategic choices as a precursor to performance improvements. Thus, in the early period of transition in Russia, Ukraine and Belarus strategic actions focused on controlling cash flow, seeking new markets and redefining businesses through retrenchment and restructuring (Filatotchev, Wright, Buck & Zhukov 1999).

Governance

The two aspects of governance to have received most research attention are: the correlation between ownership and control (with a particular emphasis on the differences between inside and outside owners) and the extent of employee participation in decision making.  

Concerning the issue of ownership and control, Izyumov, Kosals and Ryvkina (2000b) found that in Russian enterprises both managers and the state exercised greater control than their ownership stakes would suggest (ratios of 4.4 to 1 and 2.42 to 1 respectively), whereas employees, private Russian owners and private enterprises exercised control to a lesser degree than their ownership would appear to afford (ratios of 0.35 to 1, 0.30 to 1, and 0.14 to 1) and other shareholders, such as investment funds, other state enterprises, and banks had practically no control.  In contrast, Filatotchev, Hoskisson, Buck and Wright (1996), also for Russia, reported that outsiders exercised greater and more active control than their shareholding would suggest.  Filatotchev, Dyomina, Wright and Buck (2001) highlighted the differences between managerial and outside investors control, showing evidence that managerial control manifested itself mainly through ownership channels, whereas outside investors influenced strategy through board representation.  Filatotchev, Wright, and Bleaney (1999) analyzed the managerial strategies in Russia aimed at preserving insiders control and found that the buying of shares by managers was driven by managerial entrenchment rather than the asset motive.  Finally, Estrin and Rosevear (1999b) found no effect of privatization or ownership types on management restructuring (an index including changing management structure, new board of directors, new top managers, and effective system of corporate governance) in Ukrainian enterprises.

With regard to employee participation, Filatotchev, Hoskisson, Buck and Wright (1996) found that employees in privatized Russian companies had relatively little involvement in decision making and only in some 15% of the firms significantly constrained managerial control, despite owning about half of the equity. Similarly, for the early period of transition in Bulgaria, Jones (1995) showed that the average level of employee participation was quite modest.  In contrast, according to Filatotchev, van Frausum, Wright and Buck (1996), in Ukrainian enterprises employee participation significantly increased after privatization and reached fairly high levels, with over 80% of the enterprises reporting active board representation by employees, over 90% - formal consultation of workers’ assembly on strategic issues, and almost 70% - formal consultation of workers’ assembly on operational issues.  Taking the issue further, Jones, Klinedinst and Rock (1998) analyzed the outcomes of employee participation, but found that the extent of workers’ control (vis-à-vis management) had no effect on enterprise productive efficiency in Bulgaria, contrary both to the predictions of a deleterious effect of worker control in transition economies and to expectations of performance gains from employee participation.

The issues of governance within broader organizational entities were also examined; see the analysis of control within financial industrial groups in Russia by Perotti and Gelfer (2001) discussed above under the heading of interorganizational relations.
THEORETICAL FRAMEWORKS

The above presentation of the empirical evidence lacks any reference to the theoretical frameworks used in the design of the studies and in the analysis of the evidence. This reflects a paucity of attention to theoretical issues in the surveyed literature and a dearth of theory-driven research in the area.  

With some notable exceptions, the majority of research falls loosely under two theoretical frameworks: neo-classical economics and the agency theory branch of neo-institutional economics.  The first neo-classical economics framework is associated with the “Washington Consensus” approach to economic development in general and market transition in particular.  It has underpinned, to a significant extent, both the reform packages implemented in the region and the research on enterprise restructuring.  The second framework is associated with the work of scholars specializing in corporate governance.  It represents, effectively, an extrapolation of agency theory onto the transition economies context. 

The name “Washington Consensus” has been coined as the reference to the position of international financial institutions (particularly the International Monetary Fund and the World Bank) and the approach codified at the end of the 1980s by John Williamson (1990, 1993, 1997).  The foundations of this approach, however, have wider and deeper roots (e.g., the neoliberal programs of Friedrich von Hayek and Milton Friedman and the Reaganism and Thatcherism they inspired).  The Consensus is, essentially, “the expression of the neo-classical mainstream school” and represents “the orthodox approach to transition” (Lavigne 2000: 478).  The Washington Consensus approach to the analysis of enterprise restructuring can be characterized by an emphasis on macroeconomic reforms as the impetus for restructuring and on performance as the focal object of inquiry (Gore 2000: 794).  The frame of reference is global in its norms – the norms of a liberal international economic order, but is methodologically nationalist in its explanations, which attribute what happens within countries mainly to national factors and policies (Gore 2000: 792). The studies exemplifying this approach primarily concentrate on the general impact of economic reforms – encompassing the “basic” package of stabilization, liberalization, and privatization – on standard enterprise performance outcomes (e.g., productivity, sales, returns on assets).  The later variations on this approach also incorporate some elements of the second – agency theory – framework, to the point that some authors have, indeed, claimed (e.g., Kolodko 2000, Gilbert 2002) that the Washington Consensus has been superseded by a post-Washington-Consensus consensus, which emphasizes “good governance rather than less government” (Meurs 2000: 467).  

The limitations of this approach stem from its main characteristics:  Thus, the broad focus on privatization and macroeconomic environment as factors determining performance directs attention to only very general distinctions between economic entities, such as their privatization status (e.g., SOE versus privatized SOE) and, essentially, their location (as an indicator of the reform “progress,” e.g., Eastern Europe versus the Commonwealth of Independent States).  Such approach neglects a whole array of differences in organizational and environmental characteristics and consequently allows only a miniscule portion of variation to be captured.  It is also based on simplistic assumptions about economic behavior that disregard the institutional influences and the embeddedness of behavior in concrete social relationships and thus produces models with poor explanatory power.  And the piecemeal attempts to incorporate the role of institutions into the framework have done little to challenge the framework’s main tenets.  To illustrate, we offer a quote from the work describing “changes in development thinking,” co-authored by the incumbent Chief Economist of the World Bank, Nicholas Stern: “The term social capital has been used fairly generally to cover norms, associations, and networks that influence how individuals and communities react to different kinds of incentives and opportunities. At the most basic level, recognizing its absence can help us understand the kind of looting that went on in the 1990s in some of the countries of the former Soviet Union” (Collier, Dollar & Stern 2000: 46; emphasis added).  The definition, however, is incorrect, and the deduced explanation, even accepting the definition, is erroneous: It implies that institutions can be absent at particular times from the fabric of a society - tantamount to claiming that social relationships may cease to exist during certain historic periods.  (It is, in fact, the norms and the networks that spurred the “looting” referred to in the example.) This and similar interpretations of institutions, ironically, lead again to the disregard of the existing institutional influences on behavior.  

In turn, the focus on performance outcomes, particularly when they are taken as indicators of restructuring, often masks the true extent of enterprise restructuring.  As shown by Ericson (1998) in a brief critique of the measurement of restructuring in transition, many standard measures, such as labor productivity or the ability to pay above industry average wages, may reflect not the desired “pro-active” restructuring, but the transition disequilibrium phenomena and, more dangerously, a kind of “reverse restructuring” (e.g., building wasteful facilities to manufacture “barterables” and sinking investment resources in shoring up existing production facilities).  He advocated – and we concur – the use of more direct indicators, such as positive real investment, break-ups and spin-offs, merger activity, and significant changes in product assortment.  

Within the second – agency theory – framework, studies have particularly focused upon the ownership dimension of corporate governance.  These studies have generally emphasized the importance of outside institutional shareholders and/or foreign corporate investors in addressing entrenchment behavior by managers.  A dominant approach has been to adopt a US-style shareholder perspective, with little attention to the role of other stakeholders such as banks and the State. This is problematical in the transition environment (Frydman, et al. 1993). Agency theory studies have also tended to underplay the role of environmental conditions, e.g., competition in the product market, in affecting the performance of firms, which may be especially important in transition economies. 
Relatively little of the work from the agency theory perspective has examined the operation of other dimensions of corporate governance such as the extent of board representation by outsiders, the governance role of debt, the role of board committees and executive remuneration. A further limitation concerns the general lack of attention to the linkage between corporate governance and human capital. Good governance may not necessarily lead to enhanced performance if management does not possess appropriate idiosyncratic skills. Alternatively, superior idiosyncratic skills may substitute for shortcomings in corporate governance. This issue is being recognized in the Western literature as a shortcoming of the agency theory approach (Castanias & Helfat 2001, Barney, Wright & Ketchen 2001). There is some limited evidence relating to this issue (Barberis et al. 1996) in respect of the importance of introducing new human capital in Russian shops but this may not be generalizable to manufacturing sectors.
Agency theory based studies have also tended to adopt a universalistic approach to corporate governance. However, research on corporate governance in the West has begun to recognize the role of a contingency perspective within a particular country that takes account of the demands of different sectors (Mayer 1994, Roe 1997).  
Going beyond the two dominant frameworks, only a handful of studies build upon current organization theory perspectives.  These include the studies incorporating organizational ecology (Dobrev 1999, 2000, 2001, Suhomlinova 1999) and evolutionary (Stark 1996, Spenner et al. 1998) approaches.  

A sizeable remainder of the studies we would classify as a-theoretical, as they merely describe the status quo and develop ad hoc explanations, without linking the analysis to any particular theoretical perspective. 
Overall, there is also a scarcity of a “normal science” research, with it standard fare of hypothesis testing and theory development.  

What, then, has the research on transition economies contributed to the development of various theories?  We believe that the main contribution lies in the resurrection of interest in the issues of ownership.  So far, however, the cumulative value of the analysis of ownership and its effects has been in identifying the weaknesses of the original approaches and in pointing out additional considerations that merit attention (as we have summarized in the sub-section on legal restructuring).  A parsimonious model that would incorporate these considerations and help produce testable propositions still has to be generated.  

Likewise, as discussed above, the research on transition economies has been instrumental in highlighting the limitations of the dominant frameworks applied in this context – neo-classical developmental economics and agency theory.  Thus it has, in its own way, boosted the critique voiced by scholars assessing these frameworks in other, non-transition contexts.  The identified shortcomings provide some direction for future research, but the constructive stage of further theory building has not yet begun in earnest.  There are some signs, though, that it might be on the way: Note, for instance, the development of stakeholder agency theory in the Russian context by Buck et al. (1998).  

It may also be noted that, as argued, for instance, by Roland (2000, 2001), studies of transition have contributed to the development of the political economy trend in economic research, which integrates the analysis of political processes into the analysis of economic problems.  We are, however, not aware of any applications of, as Roland (2001) calls it, “the theory of the political economy of transition” to the micro and meso level analysis of enterprise restructuring, and thus leave it aside.)

Our reading of the current state of theoretical development in the area suggests the need for greater cross-fertilization between frameworks and for greater integration into the mainstream research on organizations.  We can point, for instance, to some notable omissions in the array of theories employed in the quantitative studies of enterprise restructuring in the transition economies of Europe:  Thus, two core parts of the neo-institutional school in organizational analysis – transaction cost economics and institutional sociology – are scarcely represented, despite their potential value demonstrated in the application of transaction cost approach to enterprise restructuring in China (e.g., Boisot & Child 1988, White 2000, White & Liu 2001) and of the institutional sociological approach to the case study analysis of enterprise restructuring in Eastern Europe (e.g., Newman 2000).  Also, the organizational learning perspective, widely applied in qualitative research on transition economies (see, for instance, the Special Issue of Organization Studies published in 1996,  Volume 17, Issue 2 ) has featured very little on research agendas, except for the analysis of international joint ventures. 

We argue that the lack of a dialogue with the core schools of organization theory significantly constrains the research on enterprise restructuring in the former centrally planned economies both in the choice of phenomena for analysis and in their understanding and explanation.  In the following section we highlight the main limitations of the current research and propose a new theoretical framework that embraces more widely the conceptual and methodological developments in the mainstream organization theory.

TOWARDS A NEW FRAMEWORK

In this concluding section we outline what we perceive to be the main limitations of the current research on enterprise restructuring in transition economies and suggest a new overarching framework that overcomes these limitations and allows the further constructive development of research in the area and its integration into the mainstream organizational studies.  

The principal limitations of the majority of the studies on enterprise restructuring in transition economies include: 

(1) a relatively static approach to the inherently dynamic phenomena of transition and transformation;

(2) an a-historical, “ideal-type” portrayal of the pre-reform condition of state-owned enterprises and centrally planned economies that neglects the considerable diversity in their initial characteristics relevant for the trajectories of post-reform development;

(3) a similarly oversimplified depiction of the current state of enterprises and environments in transition economies, which concentrates on the standard tripartite typology of enterprises (liberalized, privatized, and de novo), thus glossing over a more subtle categorization of ownership structures and other aspects of diversity (e.g., strategic types, structural forms), and assumes the presence of a market without examining the actual organizational context;

(4) limited comparativism – both too “shallow” as rich comparisons between organizational forms and populations are lacking and too narrow as comparisons do not transcend geographical (Eastern Europe and the former Soviet Union) and systemic (transition economies) boundaries;

(5) insufficient conceptual integration with the mainstream theoretical perspectives in organization and management studies.

We believe that to overcome these limitations research on enterprise restructuring in transition needs to adopt an evolutionary framework, broadly defined to encompass the contributions of the main contemporary perspectives on organizations: economics, institutionalism, networks, ecology, cognition, power, technology, learning, and complexity (Baum & Rowley 2002).  (A similar suggestion to use evolutionary theory to explain the developments in post-socialism also features in Grabher and Stark (1997), though they do not do not go much further than to highlight the evolutionary potential of emerging organizational diversity).  The linchpin of this framework is the variation-selection-retention model of organizational persistence and change (Aldrich 1999).  Organizational evolution, as viewed in this framework, involves (a) dynamic change over time (with the nature of the change process itself changing across time), (b) path dependency, (c) interaction between different levels of analysis (co-evolution of organizations, industries, and their environments), and (d) the interplay of modification of existing organizations and of their replacement by new organizations (Amburgey & Singh 2002: 327).  These key elements of the framework are summarized in Figure 1, which echoes the model of organization-environment co-evolution drawn by Lewin, Long & Carroll (1999: 537, Exhibit 1).  In the figure, the embedded rectangles symbolize the embeddedness of an organization in an industry, country, and international environments; the shadows stand for the variation in organizations and their environments; and the dashed outlines indicate the “moving pictures” quality of dynamic change.  
[Figure 1 about here]

Below, we outline the main avenues for the development of such a framework in the empirical setting of transition economies.

From A Static to A Dynamic View of Organizational Processes

Most studies of enterprise restructuring in transition economies use a narrow time frame and take a “snapshot” approach to the processes under consideration, with, at best, a comparison of two single points, usually before and after privatization.  The transfer of enterprise ownership to the private sector does not, however, constitute the end of the transition.  Societal transition and enterprise transformation are, by definition, dynamic processes that proceed at a different pace and in different ways in different enterprises, industries, and countries.  
The empirical evidence reviewed here already points to the distinction between the early and the more “mature” stages of transition, at least as far as the disparities between the findings from the studies conducted in different time periods indicate and certainly as highlighted by the rare analyses that explicitly examine temporal variation (e.g., younger versus older privatizations, as in Claessens & Djankov 1998a and Claessens & Djankov 2002).  Such temporal distinctions mean that the interpretation of and the generalization from the available evidence should proceed with extreme caution, as the results may be time-specific.  Generally, however, research so far has merely scratched the surface without examining the nature and the role of temporal differences.  
To start with, the differentiation and investigation of organizational age effects (produced by processes inherently associated with the organization’s duration of existence), period effects (produced by historical events and forces that have a similar effect on all organizations, regardless of age), and cohort effects (produced by historical events and forces that have a different effect on organizations of different ages) (Aldrich 1999: Chapter 8) may be in order.  Indeed, the first forays into the analysis of age effects in the transition context indicate that age significantly affects organizational processes in SOEs:  Thus, Dobrev (1999, 2000) showed that older Bulgarian state newspaper enterprises had lower mortality rate than the younger ones – a finding consistent with the liability of newness theory (Hannan et al. 1998, Carroll & Hannan 1999).  It is worth bearing in mind, though, that specific age effects may be contingent upon other conditions, such as organization strategy, as demonstrated by Henderson (1999) in a non-transition context (with proprietary strategists exhibiting the liability of obsolescence and standard strategists – the liability of adolescence), and environmental characteristics, as noted by Spenner et al. (1998) in the transition context (with older SOEs having lower relative efficiency than younger ones in less competitive industries).  We also speculate that age effects may explain some differences between privatized SOEs and de novo private enterprises.  The assessment of period effects has already begun, as noted above (e.g., early versus mature stages of transition), but requires a more careful and detailed examination of actual changes in the environment.  Finally, some portion of the variation in organizational actions and their consequences may be explained by cohort effects.  Thus, according to Dobrev (1999, 2000), similar types of organizational change lead to dissimilar organizational outcomes in different enterprise cohorts:  In particular, SOEs belonging to the liberal cohort – those founded in the era of weaker central control – were more likely to fail as a result of core organizational change during transition than SOEs belonging to other cohorts.  
Conceptualization and operationalization of the change processes so far also mainly follows a comparative static approach, viewing organizational change as a nearly instantaneous, non-repetitive, dichotomous (“change/no change”), time-invariant and independent (of other changes) phenomenon.  The reality, however, is different on all these counts:  Those who have studied enterprises in the transition economies first hand know how protracted, for instance, even the legal procedure of privatization can be.  Consequently, the models need to incorporate the duration of the processes under investigation.  A closer look at specific changes also reveals a complex picture of repeated experimentation with unpredictable reversals.  For instance, the analysis of changes in compensation system in Bulgarian SOEs over a span of six years showed that about one fifth of enterprises attempted one change, only to return later to the original system, while almost a fifth made multiple (two or more) changes, with some enterprises trying something new every time and some reversing to the previously tried forms (Suhomlinova & Spenner 1998).  Models, therefore, should allow for the possibility of such “non-linear” and recursive patterns of change.  Furthermore, many changes are more fruitfully operationalized as continuous rather than categorical variables (e.g., change in the degree of centralization, rather than a shift from a centralized to a decentralized structure).  Finally, the timing and sequencing of changes significantly influence change outcomes and the probability of subsequent changes, as the studies in non-transition contexts show (e.g., Amburgey & Miner 1992, Amburgey, Kelly & Barnett 1993) – and it is, indeed, ironic, that timing and sequencing do not feature in the analysis of enterprise restructuring in transition, given the prominence of these issues in the debate on reforms at the macro level. 
In practical terms, the
 dynamic approach we advocate here – depicted with multiple dashed lines in part (1) of Figure 1 to denote a “moving picture” (rather than a “snapshot”) quality of change over time – calls for more longitudinal studies, with emphasis on event-history data.  Such studies would have to either rely on archival data sources or build upon existing survey-based data sets and possibly both.  Each of these data collection strategies involves significant problems (e.g., data reliability, attrition), which are particularly exacerbated in the context of transition, but one would have to bear with those.  
From An Ahistoric to A Path-Dependent Approach

Most empirical research and theoretical conceptualizations of enterprise restructuring in the former centrally planned economies also fall short of a truly historical, path dependent approach.  It is somewhat surprising given that the emphasis on the “legacies of the past” emerged very early in writings on transition (e.g., Good 1994, Millar & Wolchik 1994, Crawford & Lijphart 1995) and that it was even suggested, in describing the epoch of market reforms, to use a term “transformation” (which would indicate focus on the origins) instead of “transition” (which has an undesirable teleological flavor) (Stark 1992).  The importance of path dependencies is becoming increasingly recognized in organization and management studies (Arthur 1989, Penrose 1959, Teece et al. 1997), as path dependencies impact the ability of firms to gain resources and capabilities for a sustainable competitive advantage (Barney 1991, Leonard-Barton 1992).  One study that attempted to quantify path dependency in a former state socialist economy undergoing market reforms demonstrated a strong legacy effect in enterprise performance three years after major macroeconomic shifts – the effect that outweighed the effects of numerous internal organizational changes (Spenner et al. 1998).   
Studies of restructuring, however, remain, in their majority, wedded to a much criticized tabula rasa view of the reform process.  When studies do pay homage to history, it is usually to consider the textbook version of a state-owned enterprise in a centrally planned economy and to compare it to the current state of a real enterprise.  The same goes for the differences in the initial environmental conditions between enterprises, industries, and countries.  Effectively, only cross-country variation in the “starting conditions” is commonly acknowledged, mainly to discuss the “preparedness” for market reforms in a broad brushstroke fashion (e.g., longer, more entrenched socialism of the former Soviet Union vis-à-vis shorter-lived, imposed socialisms of Central Europe).  



The approach we advocate here – represented in part (2) of Figure 1 by an arrow passing through several “crossroads” that symbolizes a path dependent change – draws attention to the two aspects of path dependency: (1) past dependence, or the role of an initial (pre-reform) diversity in state-owned enterprises and the contexts of their operation, and (2) path dependence, or the importance of pathways connecting the past and the present.  
With regard to past dependence, studies often capture some obvious aspects of the initial diversity, such as size and performance, but neglect less evident elements that may underpin the overt differences and that may have significant consequences for restructuring.  We can point to two such elements, which provide an instructive illustration and could guide future research in this area.  One concerns the vertical relationships between an enterprise with the state economic authorities and reflects the enterprise position in a hierarchy of state-controlled resource re-distribution.  In a Soviet-type economy, this hierarchy combined sectoral (e.g., heavy versus light industry) and geographical (e.g., the capital cities versus provinces) dimensions and followed the political (intrinsically linked with the economic) priorities of the government.  The amount of resources provided by the state and the discretion in their use varied with the status of the enterprise in the hierarchy, so that some enterprises enjoyed a more privileged (resource-rich) position than others.  The influence of this hierarchy extended to the remuneration of employees and substantially affected social stratification (Zhou & Suhomlinova 2001).  With the abolition of central planning the hierarchy formally ceased to exist, but its legacy continued to exercise significant influence on enterprises several years into market reforms, because the linkages between enterprises and central agencies mostly survived the upheaval.  Qualitative studies of “networks in post-socialism” presented in Grabher and Stark (1997), particularly McDermot (1997) for the Czech Republic and Sedaitis (1997) for Russia, confirm this point.  Two studies reviewed here showed that the effect of the legacy (in the form of enterprise-center linkages) could be traced quantitatively:  Suhomlinova (1999) reported that higher status in the pre-reform hierarchy of resource distribution was associated with lower probability of organizational breakdown via spin-offs in the Russian construction industry and Dobrev (1999) found that affiliation with the center significantly increased the survival chances of newspaper organizations in Bulgaria.  In addition to the linkages, which outlived the system that created them and may still be used to further the enterprise (or its managers) cause in the current situation through “webs of informal support” (Linz & Krueger 1998), the legacy of the old status hierarchy may also manifest itself in the 

inherited organizational routines and the idiosyncratic skills of both the managers and the rank and file employees:  We speculate that the pre-reform differences between higher-status (“flagship”) enterprises, endowed with extra resources, but also subject to closer scrutiny by the center, and their “poor relations,” frequently left to their own devices, would still be discernible in the capabilities and strategies of these enterprises after reforms. 
Our second example of pre-reform enterprise diversity refers to the differential involvement in various horizontal relations that existed in a Soviet-type economy in addition to “rationing,” or transactions under complete vertical control.  The diversity of horizontal interactions between SOEs themselves and between SOEs and other groups of producers and users (namely, collectives and households) went beyond a simple dichotomy of legal and illegal (“black”) and was therefore described as a “spectrum of multicolored markets” (Katsenelinboigen & Levine 1977).  The spectrum included “red” (legal transactions with centrally established prices), “pink” (legal transactions with some freedom to alter prices), “white” (legal transactions with free prices), “gray” (illegal transactions tolerated by authorities, including goods barter), “brown” (illegal transactions penalized by punishment less severe than criminal prosecution), and “black” (illegal transactions penalized by criminal prosecution) markets.  We believe that the varying experiences in these markets may differentially prepare the enterprises for interactions in a liberalized economy and affect their predilection for particular forms of transactions.  One may argue, for instance, that the spread of barter in the early reform years may be attributed not only to economic conditions, but also to the fact that the gray market was well developed under the previous regime and thus was a familiar pattern of interaction to fall back onto under conditions of high uncertainty. 
Studies stretching even further into the past – not only into the pre-reform but into the pre-socialist era – may also be illuminating:  Thus, analysis of the evolution of Bulgarian newspaper enterprises by Dobrev (2001) since the mid-19th century demonstrated that the “rapid burst” pattern of founding of post-socialist newspapers was partly attributable to the fact that they did not have to build their legitimacy from scratch, but relied instead on re-legitimation – evoking the dormant image of pre-socialist newspapers validate their claims of legitimacy (sometimes even directly, as was the case with the once outlawed newspapers that reappeared in 1990 proudly announcing on their front pages their founding year as the time of the founding of their predecessors).  
With regard to path dependence, some of the reviewed studies already indicate that the pathways of privatization and subsequent ownership change materially impact performance and other organizational outcomes (Djankov 1999b, Jones & Mygind 1999, Perevalov, Gimadii, & Dobrodei 2000, Suhomlinova 1999).  We consider it essential, therefore, to explore the post-privatization paths of development in greater depth.
In practical terms, the call for a path-dependent analysis implies tracing enterprise histories to the pre-reform era and exploring the roadways – and crossroads (with roads not taken) – connecting the past and the present state of enterprises and their relationships.  Insight into path dependent processes can be taken from qualitative studies of restructuring, which often provide a wealth of information on legacies of the past and the paths of post-reform development.



From Basic Typologies to the Analysis of Variation in Organizations and Environments
We argue that, to take the analysis of organizations and environments in transition economies further, it is important to explore the nature of the core evolutionary processes – variation, selection, and retention (VSR) – in this context (indicated as a running cycle at the bottom of Figure 1) and to examine the interrelationship of evolutionary processes at multiple levels of analysis (depicted as dotted arrows connecting enterprise and industry, industry and country, country and international environment in part (3) of Figure 1).  We begin with the discussion of the VSR model and then move onto the issue of co-evolution.
Variation
Variation, or “any departure from routine or tradition” (Aldrich 1999: 22), is the logical starting point of the VSR model.  Organizational variety is key to the adaptation and survival of organizational populations, and researching it should be brought to the forefront of studies of enterprise restructuring.  Empirical research has, to some extent, already moved beyond the basic tripartite typology of SOE, privatized SOE, and de novo, by examining variations in the ownership structure of privatized enterprises, including the analysis of insider versus outsider and institutional versus individual ownership.  Few studies have progressed further to examine emerging organizational forms, whose distinctive characteristics are not reducible to the ownership dimension, such as “recombinets” (Stark 1996) and financial-industrial groups (Perotti & Gelfer 2001).  We argue, however, that this is just the tip of an iceberg and that a substantial amount of the variation in organizational forms (the diversity of forms being presented as the shadows of the enterprise “box” in Figure 1) remains unanalyzed and even undetected.  
Thus, different types of organizational structure, including standard organizational alternatives, such as functional and multidivisional, have not been investigated.  Little attention has been given so far to the redrawing of organizational boundaries through mergers and acquisitions [with the exception of Uhlenbruck & De Castro (2000)] or divestitures and spin-offs [with the exception of Suhomlinova (1999) and, to some extent, Sedaitis (1998, 2000)].  The exploration of strategy types has been rather scant, except for modest forays into this area in studies of marketing and export activities or some discussion of “passive” versus “active” restructuring (e.g., Coricelli & Djankov 2001).
Identifying the relevant dimensions distinguishing different organizational forms presents a significant challenge, but some guidance can be taken from organizational ecology studies that successfully apply such broad categorizations as “specialists” versus “generalists” and K versus r strategists to analyze the processes that span centuries of life of various industries and encompass transitions through different economic regimes.  The first analysis employing the distinction between specialists and generalists in the transition context (Dobrev 2000) demonstrated the relevance of such differentiation for explaining mortality and founding rates of enterprises during the reform period. 
The mechanisms that drive variation also merit serious attention.  There is no research evidence to differentiate between intentional (produced by active search for organizational solutions to problems posed by environmental pressures) and blind (occurring independently of such pressures through mistakes, accidents, chance, and such) variation (Aldrich 1999: 22-23), but a number of studies do suggest some sources of variation.  Thus, Stark (1996) and Dobrev (2001) linked the emergence of new organizational forms to the institutional environment and, more specifically, legitimizing principles (cf. Amburgey & Singh 2002: 335).  They also highlighted the importance of precursor forms: Stark (1996) by demonstrating that a new organizational form (“recombinet”) represents a blend of elements of the socialist form, and Dobrev (2001) by showing how an emerging organizational form benefits from its connection with an organizational population that existed before socialism.  Similarly, Sedaitis (1998) traced the creation of some organizations of a new type – commodity exchange market in Russia – to the former state organizations (namely, federal agencies responsible under socialism for supply inputs).  Her analysis, however, suggested an additional (to the institutional environment) source of variation, as she emphasizes the role of founders’ networks in resource mobilization.  Yet another, so far little explored, source of variation may stem from foreign participation, as Western partners bring in their methods of operation and management.  
Selection
With regard to selection, or “differential elimination of certain types of variation” (Aldrich 1999: 22), studies so far offer too little information on either intraorganizational or higher level selection processes.  The only study of selection is Dobrev’s (2000) analysis of mortality rates of state-owned newspapers in Bulgaria during the period preceding the lifting of the state monopoly over the newspaper industry (1987-1990).  It underscores the role of the industry resource environment in driving organizational selection, with decreasing concentration increasing the risk of disbanding for specialists. 
Retention
No studies go as far as to consider the retention of selected variations (Aldrich 1999: 22), though the analysis of reproduction of organizational structures and practices would be crucial for understanding the shape of the organizational world that is emerging from the “rubble” of transition.  
Environment
Exploration of variation, selection, and retention should go hand in hand with a more extensive analysis of environment, particularly changes 


in environmental characteristics between the pre-reform and current state (depicted in Figure 1 by “moving frames” of industry, country, and international environment), for variation, selection, and retention are only partly driven by internal organizational processes and are significantly affected by external pressures.  
Two aspects of the environment have primarily been investigated: product market competition and budget constraints.  

Competition.  The majority of studies that examined the impact of competition have focused on enterprise performance.  Overall, they seem to demonstrate a positive impact of competitive pressures: Thus, based on a meta-analysis of 23 (mostly unpublished) studies of the competition effects on total factor productivity, labor productivity, and sales growth across transition economies, Djankov and Murrell (2002) concluded that product market competition significantly improved enterprise performance.  Similarly, Grosfeld and Tressel (2002), for Poland, showed that competition (lagged market share and “rent [defined as (gross earnings minus the user cost of capital, time (total debt + total equity)) divided by total assets]) positively affected total factor productivity growth; Halpern and Korosi (2001), for Hungary, found that competition (import penetration, market concentration, and lagged market share) positively affected productive efficiency; and Djankov and Hoekman (2000b), for Bulgaria demonstrated that increase in competition (reduction in market concentration) led to an increase in TFP growth.   Looked at in more detail, these studies, however, exhibited a significant variation in findings:  Thus, according to the disaggregated results in Djankov and Murrell (2002), in the CIS domestic competition was mostly not significant and import competition had a negative effect.  Halpern and Korosi (2001) showed that the import penetration effect was negative between 1990-1994, market concentration was rarely significant in cross-sectional estimations, and the influence of market share declined after the transitional recession.  Grosfeld and Tressel (2002) found that competition had no significant effect on performance for firms with “poor” governance (ownership concentration between 20 and 50 percent; quality of governance established based on the analysis of relationship between ownership and performance).  Grigorian (2000) also found no clear evidence of the effect of market competition on revenue and export performance.  
On the other hand, there is a relative dearth of studies examining competition effects on enterprise restructuring.  Studies have so far covered the impact of competition on price-cost margins, changes in labor force, extent of export activity, and enterprise break-ups, with mixed results: Thus, foreign competition significantly squeezed price-cost margins (Hersch, Kemme &Bhandari 1994, Djankov & Hoekman 1998), but domestic rivalry had a significant (fewer competitors – higher price-cost margin) effect only in Hersch, Kemme and Bhandari’s (1994) analysis (who used number of competitors as reported by manager and showed that fewer competitors were associated with higher price-cost margin in Czechoslovakia, Hungary, and Poland) and not in Djankov and Hoekman’s (1998) analysis (who used five firm concentration ratio and investigated price-cost margin changes in Slovakia).  With regard to labor force changes, contemporaneous competition had no effect on growth in Ukraine (Konings & Walsh 1999), Bulgaria, Hungary, and Romania (Konings 1997), positive effect on growth in Hungary and in Romanian manufacturing, and negative effect on growth in Bulgarian and Romanian trade (Bilsen & Konings 1998).  Increase in competition had a negative effect on enterprise growth in Bulgaria, Hungary, and Romania (Konings 1997).  Foreign competition had no effect on lay-offs in Russia, but greater domestic competition was associated with fewer lay-offs (Moers 2000).  With regard to spin-offs, the probability of enterprise break-up in Russia exhibited an inverted U-shape relationship with population density (Suhomlinova 1999). With regard to exports, competition had a negative effect on the extent of exports in Lithuania (Grigorian 2000) and Russia, Ukraine, and Belarus (Filatotchev, Dyomina, Wright & Buck 2001). 

Given that the evidence on the relationship between competition and enterprise efficiency is mixed in both transition (as shown above) and non-transition (for review see Djankov and Murrell 2002: 763) economies and that a number of different explanations for an alleged stimulating impact of competition on productivity exists, including X-inefficiency and industry rationalization arguments (for review see Djankov and Murrell 2002: 763), it is imperative that the analysis of enterprise restructuring considers the mechanisms whereby competition impacts enterprise operation.  It is also imperative to re-examine the measures of competition employed in the analysis of transition economies.  For instance, Djankov and Murrell (2002: 764) note that some of the proxies for the level of competition, such as manager perceptions or own market share suffer from endogeneity with regard to performance and argue for the use of a Herfindahl index instead.  There are, however, some advantages to using managers’ assessments, as their perception may significantly affect their strategy making.  There are also some disadvantages to using the measures that are standard for the analysis of non-transition economies, such as the Herfindahl level, as they may not adequately capture the realities of a transition environment.  Thus, Major (1999: 99) commented that, in Hungary between 1988 and 1997, branch affiliation made a more decisive difference among companies than ownership (in terms of profitability, efficiency and productivity indicators), but “there was no significant relationship between the competitive position of the different branches and their average profitability and efficiency.”   A cross-country study of competition policy covering 18 transition economies by Dutz and Vagliasindi (2000) suggests both the need to address the different aspects of policy implementation and a novel way to capture competitive conditions, using “productivity-augmented enterprise mobility” – an indicator capturing the frequency with which private enterprises have expanded employment over the past 3 years, weighted by the corresponding proportion of expanding firms that increase labor productivity. 
Soft budget constraints.  A number of studies have attempted to capture the impact of an important environmental legacy of the centrally planned economy – soft budget constraints.  Based on a meta-analysis of 10 studies (half of them unpublished), Djankov and Murrell (2002) concluded that hardened budget constraints significantly improved enterprise performance.  Similarly, published studies showed that the presence of soft budget constraints was associated with poorer enterprise restructuring results: less labor shedding (less “passive restructuring”) (Claessens & Peters 1997 for Bulgaria, Coricelli & Djankov 2001 for Romania), lower total factor productivity growth (Claessens and Djankov 1998 for 7 East European countries), lower annual growth (Djankov & Hoekman 2000b for Bulgaria) and lower sales and labor productivity (sales per labor) (Grigorian 2000 for Lithuania). In a related study that concentrated on enterprises included in the Romanian enterprise isolation program, Djankov (1999d) demonstrated that, against the program’s expectation to reduce government funds allocated to loss-making enterprises, the isolated enterprises had lower profitability, higher employment and received more subsidies than firms in the control group.  
It is interesting, however, that a more in-depth study of soft-budget constraints by Frydman, Gray, Hessel and Rapaczynski (2000) showed – somewhat similar to the findings of Grosfeld and Tressel (2002) concerning the relative effects of competition vis-à-vis “good” governance – “the limits of discipline”:  The presence of a hard budget constraint was not a substitute for effective ownership reforms, judging by the fact that firms with similarly hard budget constraints, but different ownership structures significantly differed in terms of their performance (e.g., insider and outsider owned firms did not differ significantly in terms of hardness of budget constraints, but the latter outperformed the former).  
It is also important to note that the measurement of soft budget constraints varies substantially between these studies: Thus, Claessens and Peters (1997) used inter-enterprise arrears and the share of external financing in total assets as proxies for soft budgets; Coricelli and Djankov (2001) employed the amount of new bank financing, net of accrued interest expenses; other studies constructed some combined measure, including all possible channels of government support.  
A close scrutiny of the concept of soft budget constraints and of its operationalization in empirical analysis highlights the need for careful investigation of the available evidence, as shown by Schaffer (1998).  In his study, Schaffer painstakingly investigated the nature of losses in order to rule out alternative cases compatible with the existence of hard budget constraints and examined the different “means by which firms get rescued”, empirically comparing, in many cases, the situation in transition economies with that in the West, in order to assess the extent of “softness” deriving from these sources.  He showed conclusively that many “usual suspects” do not, in fact, offer evidence of soft budget constraints.  Thus, budgetary subsidies turn out to be not a mechanism through which soft budget constraints are introduced on a scale much larger than in developed market economies. Their volume, the range of price controls, and often the rationales for these subsidies are comparable to those observed in Western Europe (Schaffer 1998: 96).  Overdue trade credit (inter-enterprise arrears) in transition economies is no larger than overdue trade credit in developed Western economies and is not typically a source of soft budget constraints, as firms usually apply hard budget constraints to each other.  (The only exception to this is the cases of government bailouts to clear inter-enterprise arrears, but there the source of softness has been the government rather than firms.) “Bank credit has been used to bail out firms, but not as often as is sometimes argued on the basis of the large volumes of classified bank loans typically observed” in transition economies (Schaffer 1998: 101).  Finally, what appears to be a main, and for the rapidly reforming transition economies, the main route, by which the budget constraints of firms are soften, is tax arrears.  
Schaffer’s (1998) work casts a different light on the results of the studies of soft budget constraints reviewed above.  For instance, using only bank financing as a measure of budget constraint softness and excluding evidence on arrears – which apparently was available to the researchers, albeit only for a part of their sample may have affected Coricelli and Djankov’s (2001) findings on the role of hard budget constraints in inducing “passive” versus “active” restructuring. 
Schaffer’s (1998) study provides an excellent and instructive example of a thorough analysis of a particular feature (or, rather, set of features) of a transition environment.   
Overall, however, despite these notable exceptions, analysis of organizational environment has received insufficient attention in the literature on enterprise restructuring.  This state of affairs is somewhat peculiar, considering a standard theoretical emphasis on the environment (“market”) as the primary force driving enterprise restructuring.  The problem as we see it lies in the fact that most studies effectively assume the presence of a market rather than examine the characteristics of the actual organizational environment.  Thus, it is commonly assumed that the economy is “stabilized” and “liberalized” to a degree that allows market forces to exert a necessary pressure on enterprises, inducing an “appropriate” response from enterprise managers.  Such assumptions, however, hardly hold when, not unusually for countries under investigation, inflation reaches three-digit numbers or bankruptcy laws are introduced but not enforced.  

In addition to the comments made above on competition and soft budget constraints, we would also like to draw attention to the 
fact that some aspects of the environment, though not necessarily endemic to transition economies, may manifest themselves in these settings with a dramatically different magnitude and strength.  Two issues particularly stand out: criminal influence and barter.  Thus, according to the survey by Izyumov, Kosals and Ryvkina (2000b), a quarter of Russian enterprises experienced some criminal influence on their business and in about a fifth of enterprises managers believed that the removal of such influence would lead to an increase in output.  This evidence suggests that criminal influence may merit a place in the analysis of restructuring.  The less sensationalist, but more significant in terms of the spread of the phenomena is barter, or nonmonetary exchange, and arrears, or overdue payments to government, suppliers, and employees, which are present in all transition economies.  Barter reached particularly dramatic proportions in Russia (e.g., up to a half of the industrial sector sales in 1998), but has plagued other transition countries as well (International Monetary Fund 2000: 98).  The prevalence of barter again indicates that the assumptions of a “nearly market” environment are not tenable.  As our review shows, the reasons behind the proliferation of barter and its costs to the economies have been extensively investigated, but barter has not been seriously investigated as a condition characterizing the enterprise environment.
Furthermore, we also call for a more comprehensive examination of the transition environment that would involve the many sectors comprising the organizational environment, as identified in any introductory organizational theory textbook (e.g., Daft 2001: Chapter 4), including industry, raw materials, human resources, finance, technology, economic conditions, government, society and culture, and international (subsumed in Figure 1 under the three “boxes” of industry, country, and international environment).  Here, we single out government sector and international sector for illustration.
With regard to the government sector and the role of the state in the transition process, several avenues are worth exploring:  Firstly, transition implies redefining the functions of the state, but the state itself to a significant extent guides and orchestrates the transition process.  Further investigation is thus required into the ways in which the state either contributes to or helps to break through “hold-ups” in the transition process.  Relatedly, the state plays a major role in developing and enforcing a new institutional framework, and it is necessary to examine the factors facilitating or preventing this development and enforcement.  Thirdly, substantial liberalization notwithstanding, the extensive web of connections between the state and the enterprises developed under the old regime has not completely withered away.  Moreover, a new set of ties has been added since the beginning of the reforms.  These personal political networks have significantly affected the distribution and redistribution of property and financial resources.  The most notorious examples of such influence include “tunneling” [i.e. “the transfer of assets and profits out of firms for the benefit of their controlling shareholders,” as if through an underground tunnel (Johnson, La Porta, Poez-de-Silanes, & Shleifer 2000: 22)], particularly rampant in, but not limited to the Czech Republic, and “loans for shares” deals in Russia.  The study of close links between the state and the individual economic entities, though obviously difficult to undertake, would shed light on some important aspects of restructuring. More generally, as Hellman and Schankerman’s (2000: 575) study of the nexus of relationships between enterprises and the state suggest, there is “the need for theoretical models of transition that combine bargaining between the state and firms at the micro level with endogenous regulation and state capture at the macro level”.  

Concerning the international sector, some issues deserving further analysis include the advisory and financial assistance of international financial institutions, the adoption and adaptation of organizational forms and practices institutionalized in the West by organizations in transition economies, and the incorporation of transition economies in the international division of labor.  There are some pointers in the existing research as to how this can be done.  Thus, extant cross-country research (going beyond transition economies) indicates that World Bank assistance significantly increases non-state ownership and intra-industry competition (see an international study of telecommunications sector by Li & Xu 2002).  Further, research on the adoption of the M-form in Germany, France and the UK suggests the ways, in which the diffusion of organizational templates occurs across countries in the Western context (Whittington & Mayer 2000) and may shed light on similar phenomena in transition economies.  Finally, as the transition countries become increasingly involved in the international division of labor, studies may relate analysis of individual industries in transition economies to the worldwide developments in these industries.  One possibility entails tracing “commodity chains” that link enterprises in former socialist economies to their counterparts in the West, similar to the analysis of such chains connecting footwear and apparel producers in East Asia and North America (e.g., Gereffi & Korzeniewicz 1995, Gereffi 1996).  

Co-evolution

Last but not the least, the evolutionary framework entails not only the analysis of environmental influences on organizations, organizational populations, and organizational fields or communities, but also exploration of the co-evolution of organizations and their environments (Lewin, Long & Carroll 1999; for a brief review of the history and examples of research on co-evolution also see Lewin & Koza 2001).  
Co-evolution essentially means that the evolution of internal processes within a firm, the evolution of competitive and cooperative relationships within an industry, and the evolution of the macro-environment (including institutional environment of an organizational field, but also macro-level economic, political, and social structures) unfold through a continuous and multifaceted interaction between them, with resulting “multidirectional causalities between micro- and macro co-evolution” (Lewin & Koza 2001: vii) and endogeneity of changes on any level. 
A co-evolutionary approach is, in our opinion, particularly important in the analysis of transition, as it represents the ultimate antithesis (or antidote) to a “designer capitalism” approach.  According to the designer capitalism view, markets can be established by intervention exogenous to the existing economic system.  In contrast, a co-evolutionary perspective would posit that the plethora of relationships embodying a vast and varied phenomenon known as the “market” is as much an outcome, as it is a “precursor”/“external condition” of the actions of economic agents and that it develops through, rather than outside of, these actions.  A market and its institutions do not emerge from a blue-print imposed by reform designers, but evolves through an iterative process of adjustment and adaptation between micro actions and macro structures.  And even the intervention itself, or attempts to impose market from above, namely, the nature and scope of regulation (broadly defined) is endogenous in this view (a la Hellman & Schankerman 2000).
Although none of the reviewed studies of enterprise restructuring in transition economies explicitly adheres to or implicitly pursues a co-evolutionary research agenda, some works do provide evidence that could be interpreted in a co-evolutionary light and thus contribute to the elaboration of co-evolutionary approach in application to transition context.  
A number of studies, for instance, document the ways in which the actions on a micro level may shape macro-level processes.  Thus, Sedaitis (2000) in her analysis of technology transfer in Russia, shows that neither the statist model (that gives the primacy to state regulation and support) nor the market model (that awards the main role to privatization and market incentives) adequately capture the conditions in which commercialization of public R&D develops suggests.  She highlights the fact that, on the firm level, the state attempts to facilitate commercialization and the market incentives and signals that ought to encourage commercialization do not operate as expected.  Commercialization, instead, emerges almost as a “by-product” of the local attempts at adaptation by former state research institutes, which, in the face of dwindling state financial support, engage in spin-off creation in order to survive.  She effectively suggests that institution-building represents a bottom-up process and concludes that “in post-Soviet economies… macrolevel changes are a result, and not a pre-condition of actions taking place at the individual firm level” (Sedaitis 2000: 145).  Taking a different angle, in a study of Russian commodity exchange markets, Sedaitis (1998) shows how the evolution of an organization’s internal social structures affects the organization’s external relationships (alliance strategy).  Specifically, she examines the influence of an exchange’s genesis (spin-off versus start-up) and of links between founders-managers (high density ties between exchange organizers in spin-off exchanges and low density ties between exchange organizers in start-ups) on the size and diversity of client membership in an exchange and the exchange’s performance.  She effectively describes the process whereby the evolution on the most micro-level (namely, ego-level networks) affects the evolution on meso level (organizational networks).  Given that her analysis concerns the development of commodity exchanges – essentially, a market institution proper – this co-evolutionary logic may be extended further, so that the evolution of networks on micro and meso levels translates into a significant development on a macro-level. 
Several studies shed light on the influence of meso level processes on macro environment.  Thus, Recanatini and Ryterman’s (2000) analysis of business associations implies that “spontaneously” emerging business associations change the character of transition environment from “disorganization” to a semblance of order (though “on the edge of chaos”, as the authors ironically note).  Dobrev’s (2001) examination of different forms of legitimation suggests that firms can develop a new legitimating principle, which would then affect the nature of selection processes in an organizational population and, perhaps, by extension, in an organizational community.  Suhomlinova’s (1999) study of enterprise break-ups suggests that the competitive environment represents both a trigger and an outcome of an organizational level process (namely, split-off of structural units). 
Finally, the studies that explore the endogeneity of state regulation also contribute to the elaboration of a co-evolutionary perspective on transition economies.  Thus, Hellman and Schankerman (2002) documented how relationships between individual firms and the state change the nature and direction of regulation that, in turn, shapes these relationships; and Perotti (1998) showed endogeneity of governmental policies with regard to a more narrow case of arrears accumulation.  
Overall, there is a significant scope for the analysis of co-evolutionary processes in transition economies, particularly given the extent and speed of changes transcending micro, meso and macro levels.  There is also, as we have tried to demonstrate, some accumulated empirical evidence that provides a basis for further development of a co-evolutionary analysis in the context of transition. 
From Narrow to Broader and Richer Comparativism

Most comparative research on transition so far has involved the comparison between different transition economies within the same region.  With few exceptions (e.g. Hitt et al. 2000) little research directly compares the behavior of firms in transition economies with those in developed or other emerging markets, though the implicit benchmarking of enterprise behavior in the former centrally planned economies against that of an ideal type of a firm in a market economy is fairly common.  

We advocate the use of a broader comparative perspective, which may help to chart the development of transition economies against other market contexts. Such analysis would also provide a basis for examining the applicability of theories derived in Western market environments to the transition context and for integrating the analysis of reforming economies into the mainstream organizational research (as proposed in the following sub-section).  We suggest several lines of comparison, starting from meso and moving to macro levels of analysis:

(1) Studies of organizations within a single industry in a single-country or a cross-country setting (both within and outside the boundaries of the region) would be instrumental for an in-depth investigation of organizational processes, including variation in organizational forms and environmental effects on enterprise outcomes (survival and change), as the first studies employing the population ecology methodology in a single-industry single-country context suggest (Dobrev 1999, 2000, 2001, Suhomlinova 1999).

(2) A cross-industry analysis within a single country setting, with greater attention to industry characteristics, may shed light on some contentious issues, such as, for instance, links between ownership, environment, and performance.  In that respect, a contingency model of ownership (Kang and Sorensen 1999) may be instrumental, as it links the effectiveness of particular ownership configurations to specific industry conditions.  The model, in particular, differentiates between “transparent” and “opaque” industries.  Transparent industries, such as textiles and steel, are characterized by less firm-specific capital and investments and thus by a relatively more simple monitoring requirements.  In these industries, large-block outsider director owners may be most effective.  Opaque industries, such as microprocessors and pharmaceuticals, have highly specific capital investments, and the monitoring of managers thus requires special expertise and information, which most shareholders are unlikely to possess.  Large-block owner-managers may be more effective here (Kang & Sorensen 1999: 138).

(3) A cross-systemic (between transition, developed, and developing economies) comparison of specific organizational forms might help to differentiate the environmental and the organizational influences in such areas as corporate governance and its effects.  It might be illuminating, for instance, to compare privatized enterprises in the transition economies with privatized enterprises in the West.  The comparisons, of course, may extend further.  Judging by the recent Symposium in Journal of Comparative Economics entitled “Adaptive Efficiency and Evolving Diversity of Enterprise Ownership and Governance” (2002, issue 30), there is a growing awareness of and interest in “a rich diversity in ownership structure, even in the bastions of the free market economy” (Sun 2002: 754). The guest editor of the symposium, indeed, urged to ”examine the emergence of unconventional ownership and governance forms of enterprises across economies… and to search for new paradigms on ownership and governance”  (Sun 2002: 755).  This quest, if it encompasses both traditional market and transition economies, would enrich the understanding of both.  One of the contributions to the symposium, for example, examines the effect of hardening the budget constraint on the investment behavior of Italian state-owned enterprises (Bertero & Rondi 2002) – and could provide an interesting parallel for the analysis of the budget constraint on SOE behavior in transition economies.  
From Differentiation To Integration Into Mainstream Management Research

In the early days of theorizing about reforms in the formerly centrally planned economies, there was considerable debate among political economists concerning the ability of Western theories to “travel eastwards” (see Schmitter & Karl 1994, Bunce 1995a and 1995b, and Schmitter 1995).  “Transitologists” made a case for the development of new models to capture the novelty and uniqueness of the transition process, while “consolidologists” argued that existing theories were broad enough to accommodate the emergent phenomena.  Organization and management scholars did not engage in a similar discussion, but apparently have taken a middle ground, primarily focusing on documenting the differences between enterprises in the former socialist economies and an ideal type capitalist firm and developing ad hoc explanations on the margins of Western theoretical frameworks.  The two exceptions of the development of a novel model that we are aware of are Burawoy and Krotov’s (1992) “merchant capitalism” model and Shleifer and Vishny’s (1994; Boycko, Shleifer & Vishny 1996) “political capitalism” model [with a similar analysis of political constraints developed also by Aghion and Blanchard (Aghion, Blanchard & Burgess 1994, Aghion & Blanchard 1996, 1998)].  The Burawoy and Krotov’s “merchant capitalism” thesis was created on the basis of qualitative evidence from Russian enterprises. It suggested that former socialist countries, rather than moving towards integration with developed market economies, were regressing to the early stages of capitalist development.  The thesis, however, was not supported by a comparative test using quantitative data from Bulgarian enterprises (Spenner & Jones 1998).  Shleifer and Vishny’s “political capitalism” model was more deductive than inductive, being grounded in “stylized facts about the behavior of state firms” (Shleifer and Vishny 1994: 995).  The argument went beyond transition economies, to encompass state firms in any economy.  It focused on the process of bargaining between politicians and managers, incorporated such phenomena as subsidies and bribes, and sought to explain why, despite politicians’ resistance to relinquish control, commercialization and privatization “might work”.  This model, to our knowledge, has not been tested.  Both models, however, are rather more in the political economy vein, than of specific relevance to organization and management studies.  

We effectively support a “consolidoligist” stance, as we argue for studies that directly link the analysis of transition economies to the existing theoretical paradigms in organization and management research and that use this analysis to further develop these paradigms.  For examples of the creative integration of the evidence from transition economies into the existing frameworks we can point to the extension of transaction cost economics in the analysis of Chinese enterprises spearheaded by Boisot and Child (1988) and the refinement of organizational ecology analysis using the case of Bulgarian newspapers by Dobrev (1999, 2000, 2001).  Some researchers also successfully combine different theoretical paradigms:  Thus, Stark and Bruszt (1998, 2001) bring together property theory and network analysis and draw additionally on organizational ecology and complexity theory.  Uhlenbruck, Meyer and Hitt (forthcoming) have recently proposed a testable model of resource development by firms in transition economies that builds on organizational learning and resource-based perspectives.  
Broader exposure to the existing theoretical paradigms can substantially further the analysis and interpretation of empirical evidence.  To offer an example, an insightful study of the determinants and effects of business associations by Recanatini and Ryterman (2000), mainly informed by neo-institutional economics and research on transition economies, would have benefited from a stronger grounding in organization studies literature on networks and inter-organizational alliances.  Such  grounding would allow a more catholic interpretation of the incentives to join an association (as, for instance, “preference for personalized modes of exchange”, which the authors consider to be a legacy of “Soviet mentality” in doing business, is, in fact, commonly found in developed market economies; see, for example, Jones, Hesterly & Borgatti 1997, Podolny & Page 1998, Powell 1990, Uzzi 1996) and a more extensive consideration of mechanisms whereby association membership benefits individual firms (e.g., resource dependence explanations (Pfeffer & Salancik 1978)).
We do, however, urge a careful examination of commonalities and differences across disparate contexts.  These differences may go further than expected by even the best informed researchers. For instance, the study by Uhlenbruck and De Castro (2000) revealed that measures of organizational similarity between the acquirer and the acquired firm, derived on the basis of prior research on mergers in the West, did not adequately capture the deeper dimensions of difference in management control.  Examination of the differences may provide a way to further theoretical development, as the study of differences between received theory and actual behavior in environmental scanning by Russian enterprises by May, Stewart and Sweo (2000) successfully demonstrates.  On the other hand, a careful comparative investigation may also show that in some respects the extent of “uniqueness” of transition economies could have been overestimated, as suggested by Schaffer’s (1998) analysis of overdue trade credit (inter-enterprise arrears) in transition and developed Western economies or by Djankov & Hoekman (1998) comparison of industry concentration in Slovakia and Belgium. 
The evolutionary (meta-)framework, as we have suggested here, provides an intellectual bridge and a common conceptual language that would allow to cross the existing divide between the studies of organizations in transition economies and in the rest of the world.
Summing Up

To conclude, the new theoretical framework we have outlined above aims to place the analysis of organizational change in transition economies into a broader perspective – in both temporal and conceptual terms – by directing attention to the evolutionary nature of the processes under investigation.  It also allows the integration of the analysis of transition into mainstream organization and management studies and provides a direction for future research in the field.  

ENDNOTES

1. To briefly summarize, Djankov and Murrell (2002) find that (a) “privatization is strongly associated with more enterprise restructuring”, though privatization effect is statistically insignificant in the Commonwealth of Independent States (CIS) (740); (b) “state ownership within traditional state firms is less effective than all other ownership types, except for worker-owners, who have a negative effect” (741); (c) more effective, in terms of restructuring, is privatization to outsiders (versus insiders), to block-holders (versus diffuse individual ownership), and state ownership within partially privatized firms is more effective than  ownership by insiders and non-block-holder outsiders (741); (d) “workers are better owners in Eastern Europe than in the CIS, while banks and concentrated individual ownership are significantly more effective in the CIS than elsewhere” (741); (e) product market competition significantly improves enterprise performance, as do hardened budget constraints (more so in the CIS than in Eastern Europe) and management turnover and strengthening of managerial incentives.  They suggest “three priority areas for future research”: (1) to address methodological problems such as selection bias or simultaneity, (2) to examine the effects of less easily quantifiable aspects of policy such as the quality of institutional construction, (3) to view transition in the wider context of development (741).  The reader will hopefully notice that both our findings and our directions for future research dramatically differ from those by Djankov and Murrell (2002). 
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Appendix. Summary of the Reviewed Surveys

	Study
	Country (city/region where reported)
	Time period covered
	Sample size and selection

	Barberis, Boycko, Shleifer & Tsukanova 1996
	Russia (Krasnodar, Moscow, Nizhni Novgorod, Omsk, Smolensk, Voronezh, Yaroslavl)
	1992-1993
	452 shops, random from lists of privatized and state-owned shops in each city

	Basu, Estrin & Svejnar 1997
	Czechoslovakia, Poland
	1990-1992 (Czechoslovakia), 1988-1990 (Poland)
	population (Poland, Czechoslovakia), 200 firms (Poland) 

	Bilsen & Konings 1998
	Bulgaria, Hungary, Romania
	1994 (retrospectively 1990-1993)
	334 firms, including 115 in Bulgaria, 100 in Hungary, 119 in Romania; stratified (50% de novo, 50% SOE and ex-SOE) random from various sources

	Blasi, Kroumova & Kruse1997.
	Russia
	1992-1996
	332 firms

	Bojnec 1999
	Slovenia
	1996 (retrospectively 1989-1995)
	100 enterprises; not reported

	Bonin & Abel 1998
	Hungary
	1992-1995
	325 enterprises; not reported

	Buck, Filatotchev & Wright 1998
	Russia (Ekaterinburg, Moscow, Nizhny Novgorod, St Petersburg)
	1992-1994
	171 enterprises; not reported

	Buck, Filatotchev, Demina & Wright 2000
	Belarus, Russia, Ukraine
	1997-1998
	232 firms; convenience

	Buck, Filatotchev, Wright, & Zhukov 1999
	Belarus, Russia, Ukraine
	1997 (retrospectively 1994-1996)
	273 firms, including 105 in Russia, 100 in Ukraine, 68 in Belarus (97 firms); convenience

	Carlin, Estrin & Schaffer 2000
	Poland (Warsaw, Katowice), Romania (Bucharest, Brasov) , Spain (Madrid, Barcelona)
	1996-1997 for Poland, 1995-1996 for Romania
	215 enterprises in Spain, 223 in Poland, 207 in Romania;  random within pre-defined firm size, sector and location groups

	Christev & FitzRoy 2002
	Poland
	1994-1997
	178 firms; random (for size above 300 and operating in the period of study) 

	Claessens & Djankov 1998a
	Bulgaria, Czech Republic, Hungary, Poland, Romania, Slovak Republic, Slovenia
	1992-1995
	6,345 firms; close to complete manufacturing census for Romania, Slovak Republic, and Slovenia; half of the formal manufacturing sector for the rest

	Claessens & Djankov 1999a
	Czech Republic
	1993-1997
	706 firms; all firms with actively traded shares and complete 1992-1997 data from 1782 firms listed on the Prague Stock Exchange in 1997

	Claessens & Djankov 1999b
	Czech Republic
	1993-1997
	706 firms; all firms with actively traded shares and complete 1992-1997 data from 1782 firms listed on the Prague Stock Exchange in 1997

	Claessens & Djankov 1999b 
	Czech Republic
	1992-1997
	706 firms; all firms with actively traded shares and complete 1992-1997 data from 1782 firms listed on the Prague Stock Exchange in 1997

	Claessens & Djankov 2002
	Bulgaria, Czech Republic, Hungary, Poland, Romania, Slovak Republic, Slovenia
	1991-1995
	6354 firms (all manufacturing firms registered as SOE in 1991 with more than 25 employees)

	Claessens & Peters 1997
	Bulgaria
	1992, 1993, 1994
	5,000-6,000 enterprises; close to complete census of manufacturing firms from the Bulgarian National Statistics institute database

	Claessens, Djankov & Pohl 1996
	Czech Republic
	1993-1995
	706 firms; all firms with actively traded shares and complete 1993-1995 data from 1191 firms listed on the Prague Stock Exchange

	Commander & Schankerman 1997
	Russia, Ukraine
	1994 (R), 1995 (U) (retrospectively 1991)
	435 enterprises in Russia, 59 enterprises in Ukraine;  representative for industrial firms in Russia, nonrandom for mainly industrial firms in Ukraine

	Coricelli & Djankov 2001
	Romania
	1992-1995
	5596 enterprises, all firms that were registered as SOE in 1992

	Cull, Matesova & Shirley 2001
	Czech Republic
	1993-1996
	453 joint stock companies and 506 limited liability copanies

	Czaban & Whitley 1998
	Hungary
	1993-1995
	271 production workers in 13 enterprises; not reported

	Deardorff & Djankov 2000
	Czech Republic (Prague)
	1993-1996
	373 enterprises; all firms with available data from all firms listed on Prague Stock Exchange

	Djankov 1999a 
	Georgia, Kazakstan, Kyrgyz Republic, Moldova, Russia, Ukraine
	1995-1997
	960 enterprises; random from business registry data

	Djankov 1999b 
	Georgia (Tbilisi and regional centers), Moldova (Kishinev and regional centers)
	1996-1997
	241 enterprises, including 92 in Georgia and 149 in Moldova; stratified random

	Djankov 1999c 
	Moldova (Kishinev, Balti, Soroca, Drochia, Nisporeni, Dobrugea)
	1996-1997
	137 enterprises, 225 managers; entire population from the Ministry of Finance list

	Djankov 1999d
	Romania
	1993-1996
	146 firms from the isolation program and 1,113 firms in the control group (out of 1,259 medium and large enterprises that were registered as SOE in 1992 and for which consistent reports were available for each year of the sample, from balance sheet and profit and loss statements from the Romanian Statistical Office)

	Djankov & Hoekman 1997 
	Bulgaria
	1992-1995, quarterly observations1992-1995
	1337 firms, panel; (almost complete) census of manufacturing firms; source: the Bulgarian National Statistics Institute databasealmost complete census of manufacturing firms from the Bulgarian National Statistics database

	Djankov & Hoekman 1998
	Slovakia
	1993-1996
	1,833 observations

	Djankov & Hoekman 2000a
	Czech Republic
	1993-1996
	513 enterprises; all firms with actively traded shares and complete 1993-1996 data from all firms listed on the Prague Stock Exchange

	Djankov & Hoekman 2000b
	Bulgaria
	1991-1995
	1337 enterprises, panel; almost complete census of manufacturing firms from the Bulgarian National Statistics database

	Dobrev 1999
	Bulgaria
	1987-1990
	entire population; entire population from archival records

	Earle & Telegdy 1998
	Romania
	post-1995-1996 privatization
	entire population (4803 enterprises); entire population of enterprises included in 1995-1996 Mass Privatization Program from a "comprehensive database"

	Earle & Telegdy 2002
	Romania
	1992-1999
	14,532 firms, or the entire surviving population of industrial JSCs eligible for privatization in Romania

	Elenkov 1997
	Bulgaria
	unclear
	141 companies (from the target population of 369 medium size single business manufacturing and sales companies with 100 percent Bulgarian equity interst and located in 6 cities in western and central Bulgaria)

	Erjavec, Gorton, Kuhar & Valant 1999
	Slovenia
	unclear
	48 enterprises; 60% of sample nonrandom (based on size and importance), 40% random

	Estrin & Rosevear 1999a
	Ukraine
	1996
	150 enterprises; random

	Estrin & Rosevear 1999b
	Ukraine (Kiev, Khmelnytskyy, Odessa, Dnipropetrovsk, Ivano-Frankivsk, Lviv, Kharkiv)
	1997 (retrospectively 1991-1996)
	150 enterprises; stratified by region and industry random representative of medium-size former state owned firms in the industrial sector, from the State Property Fund list

	Fey 1995
	Russia
	1993 and 1995
	20 Russian-foreign joint ventures

	Fey & Beamish 2001
	Russia
	unclear
	40 international joint ventures (from a population of 623 supposedly active Russian-US, Russian-Finnish, Russian-British, and Russian-Canadian IJBs)

	Fey & Bjorkman 2001
	Russia
	1998
	101 firms (out of a population of 395 foreign firms operating in Russia, based on lists of Finnish, Swedish, US, German and UK firms operating in Russia, active in 1998, with at least 15 employees, operating in Russia for at least 3 years, located in Moscow or St. Petersburg)

	Filatotchev, Bleaney & Wright 1999
	Russia (Chelyabinsk, Ekaterinburg, Moscow, Nizhnii Novgorod, Perm, St Petersburg)
	1995-1996
	314 enterprises; non random

	Filatotchev, Buck & Zhukov 2000
	Belarus, Russia, Ukraine
	1997-1998 (retrospectively 1994, 1996)
	150 enterprises; intended as representative

	Filatotchev, Dyominna, Wright & Buck, 2001
	Russia, Ukraine, Belarus
	1995-1997
	152 enterprises of which 74 exported; Intended as representative

	Filatotchev, Hoskisson, Buck & Wright 1996
	Russia (Ekatrinburg, Moscow, Nizhny Novgorod, St Petersburg)
	1994 (retrospectively 1992)
	171 enterprises; see elsewhere

	Filatotchev, van Frausum, Wright & Buck 1996
	Ukraine (Donetsk, Kiev, Rovno)
	1995
	100 enterprises; not reported

	Filatotchev, Wright, & Beleaney 1999
	Russia (Chelyabinsk, Ekaterinburg, Moscow, Nizhnii Novgorod, Perm, St Petersburg)
	1995-1996 (retrospectively 1994)
	314 enterprises; not discusses (though remark that random or structured sampling is not possible)

	Filatotchev, Wright, Buck & Dyomina 1999
	Belarus, Russia, Ukraine
	1997-1998
	150 enterprises; intended as representative

	Filatotchev, Wright, Buck & Zhukov 1999
	Belarus, Russia, Ukraine
	1997 (retrospectively 1995)
	105 (R) , 100 (U), 68 (B), intended as representative of regional, industry, and ownership distribution

	Frydman, Gray, Hessel & Rapaczynski 1999
	Czech Republic, Hungary, Poland
	1994
	218 firms; random from the list of midsize manufacturing firms provided by the countries' Central Statistical Offices

	Frydman, Gray, Hessel & Rapaczynski 2000
	Czech Republic, Hungary, Poland
	1994
	218 firms; random from the list of midsize manufacturing firms provided by the countries' Central Statistical Offices

	Golden, Doney, Johnson & Smith 1995
	Russia (Ekaterinburg, Moscow, Rostov-na-Donu, St Petersburg)
	1991
	195 firms; random from business directories in four cities

	Gray, Schlorke, & Szanyi 1996
	Hungary
	1992-1993
	117 bankruptcy cases; stratified by process and size random from the filed bankruptcies list

	Grigorian 2000
	Lithuania
	1995-1997
	618 enterprises; entire population of 100% state owned from the Lithuanian Department of Statistics list

	Grosfeld & Nivet 1999
	Poland
	1988-1994
	173 large manufacturing firms (belonging to the biggest by sales 500 industrial enterprises in Poland)

	Grosfeld & Tressel 2002
	Poland
	1991-1998
	153 non financial companies (all firms listed on the Warsaw Stock Exchange), including both privatized SOEs and de novo

	Guriev, Makarov & Maurel 2002
	Russia
	1996-1997
	150 firms (with matching data from Barter in Russian Industrial Firms data set and the Goskomstat data for 1996-1997)

	Hagedoorn & Sedaitis 1998
	Russia
	1988-1995
	192 strategic technology alliances with Russian companies

	Halpern & Korosi 1998
	Hungary
	1986-1995
	370 enterprises for 1986, 963 enterprises for 1995; entire population of firms with exports greater than  one million US dollars in any year between 1985-1995

	Halpern & Korosi 2001
	Hungary
	190-1997
	2,682 firms in 1990 and 11,172 firms in 1997; selected from a population of firms with at least 20 employees, that have double-entry accounting rules; constructed to be representative for each year

	Hellman & Schankerman 2000
	Albania, Armenia, Azerbaijan, Belarus, Bulgaria, Crotia, Czech Republic, Estonia, Georgia, Hungary, Kazakhstan, Lithuania, Moldova, Poland, Romania, Russia, Slovak Republic, Slovenia, Ukraine and Uzbekistan
	1999
	3,000 firms total (about 125-150 firms from each countries, except Poland [250], Russia [550] and Ukraine [250]); representative of the domestic economies, with specific quotas on firm size, sector, location, and export orienttion; heavily weighted toward privately-owned firms (both privatized and start-ups), but also with minimum quotas for state-owned firms and firms with foreign ownership

	Hendley, Ickes, Murrell & Ryterman 1997
	Russia (Moscow and Ekaterinburg)
	1996
	60 officials of 15 enterprises (supplemented by interviews in enterpries and within courts)

	Hendley, Murrell & Ryterman 2000
	Russia (Barnaul, Ekaterinburg, Moscow, Novosibirsk, Saratov, Voronezh)
	1997
	328 enterprises

	Hersch, Kemme & Bhandari 1994
	Czechoslovakia, Hungary, Poland
	1991-1992
	150 firms (out of 320 firms interviewed; random sample of SMEs for each country)

	Hersch, Kemme & Netter 1997
	Hungary
	1991
	49 enterprises; random from a population of all registered, domestically owned, limited liability companies with more than 7 employees

	Hitt, Dacin, Levitas,  Arregle,  Borza,  2000
	Poland, Romania, Mexico, Canada, France, US
	1995-98
	202 of which 33 in Poland, 15 in Romania; Non-random

	Hooley, Beracs, Kolos, 1993
	Hungary
	1992
	911 enterprises; Stratified random sample (30% response rate; representative)

	Hooley, Cox, Shipley, Fahy, Beracs 1996
	Hungary
	unclear
	911 enterprises (data analysis covers 746 to 802); stratified by size random from the list of all registered enterprises with over 20 employees with known address from the Hungarian Central Statistical Office (survey by post, 31% response rate) 

	Izyumov, Kosals & Ryvkina 2000a
	Russia (all regions)
	1995-1999
	from 86 enterprises in 1995 to 146 in 1999; nonrandom

	Izyumov, Kosals & Ryvkina 2000b
	Russia (all regions)
	1995-1999
	from 86 enterprises in 1995 to 146 in 1999; nonrandom

	Johnson, McMillan & Woodruff 2002
	Poland, Slovakia, Romania, Russia, Ukraine
	1997
	about 300 small and medium size privately owned manufacturing firms in each country (from one medium-size city in each country, except Slovakia)

	Jones 1995
	Bulgaria
	1989-1992
	4600 individuals in 371 497 establishments; (stratified) random 

	Jones 1998
	Russia (St. Petersburg)
	1992-1996
	111 firms; Out out of all firms that had existed before voucher privatisation (at least since 1991), had not changed their operations by merging or splitting off from a larger unit during 1992-1996 to represent main ownership forms and types of privatisation and a broad range f industries

	Jones & Mygind 1999
	Estonia
	1995-1997
	666 enterprises (601 enterprises); stratified random

	Jones & Mygind 2000


	Estonia, Latvia and Lithuania
	1993/1994-1995/1996
	As as of 1995/1996 for Estonia – 566, for Lithuania – 452, for Latvia – 144; Intended intended as representative of the underlying population

	Jones & Mygind 2002
	Estonia
	1993-
	1997panel data, random sample of 666 firms for 1993-1997

	Jones, Kato & Avramov 1995Jones, Kato & Avramov 1995
	Bulgaria (Sofia and 4 other major cities)Bulgaria (Sofia and 4 other major cities)
	1992 (retrospectively 1989-1991)1992 (retrospectively 1989-1991)
	250 firms (67 firms); nonrandom (largest firms whose managers were likely to cooperate)nonrandom (largest firms whose managers were likely to cooperate) (response rate 26.8%)

	Jones, Klinedinst & Rock 1998
	Bulgaria
	1992 (retrospectively 1989-1991)
	497 establishments; (247 establishments); random

	Kenway & Chlumsky 1997
	Czech Republic
	1995 (retrospectively 1990-1994)
	35 enterprises; non random (some biases acknowledged)

	Konings 1997
	Bulgaria, Hungary, Romania
	1996 (retrospectively 1990-1995)
	334 firms, including 115 in Bulgaria, 100 in Hungary, 119 in Romania; stratified (de novo 50%, SOE and ex-SOE 50%) convenience  from various sources

	Konings & Walsh 1999
	Ukraine (Dnipropetrobsk, Kiev)
	1997
	300 enterprises (290 enterprises); stratified (de novo 50%, SOE and ex-SOE 50%) random(?)  from various sources

	Linz 1996
	Russia (Moscow, Rostov, Volgograd, Novosibirsk)
	1992-1995
	1420 firms (1365 firms); all civilian manufacturing enterprises in select cities with data for 1992 and 1995 listed in the business registry based on the Central Statistical Office data

	Linz 2001
	Russia (Taganrog)
	1999
	32 SOE and (87 de novo firms for comparison; convenience (with industry target 1/3 heavy, 1/3 light, 1/3 other)

	Linz & Krueger 1996
	Russia (Moscow, Tver, Nizhniy Novgorod, Rostov, Taganrog, Volgograd, Volzhskiy, Novosibirsk)
	1994-1996
	123 enterprises (159 interviews); nonrandom

	Linz & Krueger 1998
	Russia (Moscow, Tver, Volgograd, Rostov, and Novosibirsk)
	1992-1995 (panel), 1994-1997 (interviews)
	2000 enterprises (617 enterprises), 47 firms (about 100 interviews over 4 years); random (?) within 5 regions from the business directory of all firms (based on the Central Statistical Office data) (only civilian manufacturing)

	Lizal, Singer & Svejnar 2001
	Czechoslovakia
	1990-1991
	373 enterprises for 1991 and 262 for 1992; all industrial enterprises with more than 25 employees and data available for 1990-1992 from the Central Statistical Office census

	Lyles & Salk 1996
	Hungary
	unclear
	201 international joint ventures; stratified representative for industry and foreign partner's country of origin

	Major 1999
	Hungary
	1988-1997
	All companies with double-entry book-keeping that operated in the period 1988-1997 (from 8,000 in 1988 to 117,000 in 1997) and all companies that belonged to one of the state privatization agencies (1800 in 1990 and 1300 in 1997)

	Marcinein & van Wijnbergen 1997
	Czech Republic
	1994-1995 (retrospectively 1990)
	559 enterprises; not reported

	Marinov, Cox, Avlonitis, Kouremenos, 1993
	Bulgaria
	1992
	523 enterprises; Representative of industry and company size (17.4% response rate)

	May, Stewart & Sweo 2000
	Russia (Irkutsk)
	1998
	96 executives (96 firms)

	Moers 2000
	Russia (“most areas,” excluding South)
	1999 (retrospectively 1992)
	1444 enterprises (from 54 to 900); nonrandom, intended as representative, from the official register of all industrial enterprises

	Perevalov, Gimadii & Dobrodei 2000
	Russia (Svedlovsk oblast)
	1992-1996
	189 enterprises; panel; random (within the region) [sample is compared to the region’s industry and is found to be “representative”]

	Perotti & Gelfer 2001
	Russia
	1995-1996
	37 non-group firms, 17 industry group firms, 17 bank group firms

	Prasnikar, Svejnar & Domadenik 2000
	Slovenia
	1996-1998
	[…]

	Pye 1997
	Czech Republic, Hungary, Poland, Romania, Slovakia
	1996
	324 firms with foreign capital participation (82 in Czech Republic, 88 in Hungary, 87 in Poland, 44 in Romania, 23 in Slovakia)

	Recanatini & Ryterman 2000
	Russia
	1994
	157 firms, 58 of which were members of associations

	Sedaitis 2000
	Russia
	1995
	100 scientific institutes located in Moscow area and working to varying degrees for the military industrial complex; sample randomly drawn from the membership list of the League of Defense Enterprises (a political lobbying group)

	Shama & Ciurel 1996
	Romania, Russia
	not reported
	120 enterprises in each country (80 managers in Russia, 79 managers in Romania); stratified random from governmental and personal sources

	Shipley, Fonfara, 1993
	Poland
	1992
	893 enterprises; Non-random but representative of sector, larger firms over-represented (responses rate 31%) 

	Shipley, Hooley, Cox, Fonfara 1998
	Poland
	1996
	116 enterprises; intended as representative by sector and firm size (response rate 20%)

	Smith, Cin & Vodopivec 1997
	Slovenia
	1989-1992
	1057 firms (863 and 374 enterprises); entire population with available data

	Spenner & Jones 1998
	Bulgaria
	1989-1992
	497 establishments; (stratified) random

	Spenner, Suhomlinova, Thore, Land, Jones 1998
	Bulgaria
	1989-1993
	497 establishments; (stratified) random

	Stark 1996
	Hungary
	unclear
	220 enterprises and banks; not reported

	Suhomlinova 1999
	Russia
	1989-1993
	population 

	Szanyi 1996
	Hungary
	1993 (retrospectively 1989-1992)
	68 enterprises ; nonrandom

	Uhlenbruck & De Castro 2000
	Croatia, Czech Republic, former East Germany, Estonia, Hungary, Poland, Romania, Russia, Slovakia
	1989-1993
	170 enterprises; entire population of SOEs in Central-Eastern Europe acquired by a firm from one of 10 Western countries in 1989-1993 (563 total, 172 responded)

	van Frausum, Gehmann & Gross 1994
	Romania
	1993
	100 enterprises; not reported

	Wright, Buck & Filatotchev 1998
	Russia (Chelyabinsk, Ekaterinburg, Moscow, Nizhni Novgorod, Perm, St. Petersburg)
	1995-1996
	314 enterprises; nonrandom

	Wright, Filatotchev, Buck & Bishop, 2002
	Russia, Ukraine, Belarus
	1995-1997
	152 enterprises;  Intended as representative

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	

	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Figure 1.  Proposed Conceptual Framework
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