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Abstract 
the official introduction of the "Double Reduction" policy marked a historic turning point for 

China's education and training industry, as subject-based tutoring institutions faced dual challenges of 
business model failure and resource value reassessment. Based on dynamic capability theory, this study 
adopts a documentary case study approach using New Oriental Education & Technology Group as the 
research object, to systematically analyze its dynamic capability building process and strategic 
transformation path under the policy shock. The findings indicate that: first, the "Double Reduction" 
policy constitutes a fundamental institutional shock to the education and training industry from both 
demand and supply sides, rapidly turning original core resources into "core rigidities"; second, New 
Oriental demonstrated a relatively complete dynamic capability system in response to the crisis, with 
sensing capability reflected in the keen capture of policy signals and timely identification of 
transformation opportunities, seizing capability manifested in rapid organizational restructuring and 
activation of core resources, and reconfiguring capability supporting continuous optimization of 
business portfolio and cross-border breakthroughs; third, the strategic transformation of education and 
training enterprises presents a dual-track model of "deep cultivation of existing stock plus exploration 
of incremental growth," an ecological model of "education core plus cross-border extension," and an 
endogenous model of "resource activation plus capability reconstruction"; fourth, a two-way 
interactive relationship exists between dynamic capabilities and strategic transformation, whereby 
transformation practice in turn promotes the evolution and enhancement of dynamic capabilities. This 
study enriches the application of dynamic capability theory in highly regulated environments, provides 
referable transformation experience for education and training enterprises and other firms facing 
similar policy shocks, and offers references for governments to optimize regulatory approaches and 
promote benign interaction between policy goals and enterprise development. 
Keywords： Double Reduction Policy; Education and Training Enterprises; Dynamic Capabilities; 
Strategic Transformation; New Oriental; Case Study 

1. INTRODUCTION
On July 24, 2021, the General Office of the 

Communist Party of China Central Committee and 
the General Office of the State Council officially 
issued the Opinions on Further Reducing the 
Homework Burden and Off-Campus Training 
Burden of Students in Compulsory Education 
(hereinafter referred to as the “Double Reduction” 
policy), marking that China’s education and 
training industry has entered a brand-new 
historical stage of development. The core goal of 
this policy is to reduce the excessive homework 
burden and off-campus training burden of students 

in the compulsory education stage, promote their 
all-round and healthy development, alleviate 
parents’ anxiety, and advance educational equity 
and high-quality development (General Office of 
the Communist Party of China Central Committee 
& General Office of the State Council, 2021).  

The introduction of the “Double Reduction” 
policy has exerted a profound and drastic impact 
on education and training enterprises that have 
long relied on K-12 subject-based training 
businesses. The policy clearly stipulates strict 
control over the time of subject-based training, 
restrictions on the number of training institutions, 
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strengthened supervision, and severe investigation 
and punishment of teachers’ paid off-campus 
tutoring in accordance with the law. The issuance 
of the document has brought tremendous changes 
to the education and training industry, with many 
institutions facing the choice of transformation or 
exit (General Office of the Communist Party of 
China Central Committee & General Office of the 
State Council, 2021).  

Faced with the sudden drastic changes in the 
policy environment, the traditional strategic 
management model and static resource-based view 
of education and training enterprises can hardly 
effectively guide enterprises to cope with crises. 
The traditional resource-based view emphasizes 
that enterprises obtain competitive advantages 
based on existing scarce resources, but when the 
environment undergoes fundamental changes, the 
original core resources of enterprises may quickly 
turn into “core rigidities” (Leonard-Barton, 1992). 
Therefore, this study introduces the dynamic 
capability theory as the analytical framework, 
takes New Oriental Education & Technology 
Group as an example, and aims to answer the 
following core research questions through an in-
depth analysis of its dynamic capability building 
process and strategic transformation path under 
the impact of the policy.  

2.LITERATURE REVIEW

2. Materials and Methods
This study adopts a qualitative 

documentary research approach using a single-
case study of New Oriental Education & 
Technology Group. Documentary evidence, 
including policy documents, annual reports, 
corporate announcements, news reports, and 
academic literature, was collected and analyzed 
to examine the firm's dynamic capability 
building and strategic transformation under the 
"Double Reduction" policy. 
2.2 Data Sources 

The data sources mainly include policy 
documents issued between 2021 and 2024, New 
Oriental annual reports and corporate 
announcements published from 2021–2024, 
public reports and news articles released during 
the same period, and academic literature related 
to dynamic capability theory and strategic 
transformation. These materials provide both 
empirical evidence and theoretical support for 
the study. 
2.3 Theoretical Basis 

This study is mainly based on dynamic 
capability theory and strategic transformation 
theory to explain how enterprises respond to 

environmental uncertainty and policy changes 
through capability reconstruction and strategic 
adjustment. 
2.3.1 Dynamic Capability Theory 

Dynamic capability theory, proposed 
by Teece, Pisano, and Shuen (1997), refers to 
an enterprise’s ability to integrate, build, and 
reconfigure internal and external resources in 
rapidly changing environments. The theory 
emphasizes three dimensions: sensing 
capability, seizing capability, and 
reconfiguring capability, which together 
support sustainable competitive advantage and 
organizational adaptation. 
2.3.2 Strategic Transformation Theory 

Strategic transformation theory 
explains how enterprises fundamentally adjust 
their strategic direction, organizational 
structure, and resource allocation when facing 
environmental changes or institutional 
pressures. In the context of the “Double 
Reduction” policy, strategic transformation 
provides an important framework for 
understanding the adjustment and development 
path of education and training enterprises. 
2.4Trustworthiness of Data 

To enhance the credibility of the 
findings and reduce potential bias from 
corporate reports, data triangulation was 
conducted by comparing policy documents, 
annual reports, corporate announcements, news 
reports, and academic literature. The 
consistency of evidence across multiple 
documentary sources was used to validate the 
interpretation of New Oriental's strategic 
transformation process. 

3. RESULTS AND DISCUSSION
This section discusses the institutional 

logic of the “Double Reduction” policy, its 
impact on the education and training industry, 
and the dynamic capability construction and 
strategic transformation of New Oriental 
Education & Technology Group under policy 
pressure.  
3.1 Institutional Logic of the “Double 
Reduction” Policy and Industry Impact 

The “Double Reduction” policy 
significantly reshaped China’s education and 
training industry by reducing students’ 
academic burden, regulating off-campus 
tutoring, and strengthening educational equity 
and public welfare orientation. The policy 
caused substantial pressure on K-12 training 
institutions and accelerated industry-wide 
transformation.  
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3.1.1 Core Content and Institutional Logic of 
the “Double Reduction” Policy 

The policy focuses on reducing 
homework burden, regulating off-campus 
training, improving after-school services, and 
strengthening student management systems. 
Institutionally, the policy reflects a shift toward 
educational fairness, public welfare, and 
students’ holistic development, while reducing 
excessive commercialization in education 
(General Office of the Communist Party of 
China Central Committee & General Office of 
the State Council, 2021).  
3.1.2 Analysis of the Impact of the “Double 
Reduction” Policy on the Education and 
Training Industry 

The policy fundamentally changed 
market demand and invalidated the traditional 
K-12 tutoring business model. Education 
enterprises faced challenges including resource 
revaluation, organizational restructuring, 
legitimacy reconstruction, and large-scale 
business transformation. As a leading 
enterprise, New Oriental experienced severe 
operational impacts and became a 
representative case of strategic adaptation.  
3.2 Construction and Evolution of New 
Oriental’s Dynamic Capabilities 

New Oriental gradually developed 
sensing, seizing, and reconfiguring capabilities 
to adapt to policy changes. These dynamic 
capabilities enabled the company to identify 
transformation opportunities, mobilize 
resources, and continuously adjust its business 
portfolio under environmental uncertainty 
(Teece et al., 1997).  
3.2.1 Sensing Capability: Identification of 
Environmental Changes and Opportunity 
Discovery 

New Oriental demonstrated strong 
sensing capability by identifying policy trends 
early and recognizing transformation 
opportunities in quality-oriented education, 
study tours, camp education, and after-school 
services. This capability allowed the company 
to quickly clarify strategic directions and 
reduce uncertainty.  
3.2.2 Seizing Capability: Resource 
Mobilization and New Business Layout 

After identifying opportunities, New 
Oriental adjusted its organizational structure, 
reallocated resources, and expanded into new 
business sectors such as quality-oriented 
education and family learning services. The 
company effectively utilized its brand 

influence, teacher resources, and market 
channels to support strategic transformation.  
3.2.3 Reconfiguring Capability: Continuous 
Adjustment of Business Portfolio and 
Organizational Capabilities 

New Oriental continuously optimized 
its business portfolio and organizational 
capabilities through online-offline integration, 
business restructuring, and cross-border 
innovation. The success of East Buy’s live-
streaming e-commerce business reflected the 
company’s strong reconfiguring capability and 
adaptability in a rapidly changing environment. 
3.3 Path Analysis of New Oriental’s 
Strategic Transformation 

New Oriental’s strategic transformation 
shifted from traditional subject-based tutoring 
toward diversified and policy-compliant 
business models. The company gradually 
evolved into a comprehensive education 
ecosystem builder through diversification and 
cross-sector expansion.  
3.3.1 Overall Direction of Strategic 
Transformation 

The company transformed from 
policy-restricted K-12 tutoring toward non-
subject-based education, quality-oriented 
education, study tours, overseas examinations, 
and diversified service sectors. This 
transformation reduced business risks and 
improved organizational sustainability.  
3.3.2 Specific Paths of Strategic 
Transformation 

New Oriental adopted multiple 
transformation paths, including strengthening 
existing businesses, exploring incremental 
businesses, expanding cross-border businesses 
such as live-streaming e-commerce and cultural 
tourism, and reconstructing organizational 
capabilities to support long-term strategic 
development.  
3.4 Interactive Mechanism Between 
Dynamic Capabilities and Strategic 
Transformation 

Dynamic capabilities and strategic 
transformation interact in a mutually 
reinforcing process. Sensing capability 
supports strategic positioning, seizing 
capability facilitates resource allocation, and 
reconfiguring capability enables continuous 
strategic alignment and organizational 
adaptation.  
3.4.1 Mechanism of Dynamic Capabilities 
Supporting Strategic Transformation 

Sensing capability helps enterprises 
identify transformation opportunities, seizing 
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capability converts strategic intentions into 
actions, and reconfiguring capability supports 
continuous adaptation and long-term 
competitiveness in dynamic environments.  
3.4.2 Evolution Mechanism of Strategic 
Transformation Feeding Back Dynamic 
Capabilities 

The practice of strategic transformation 
further strengthens dynamic capabilities 
through organizational learning, experience 
accumulation, resource enhancement, and 
continuous capability renewal.  

3.5 In-Depth Discussion of Research 
Findings 

The findings reveal the importance of 
dynamic capabilities in highly regulated 
environments and highlight the unique 
transformation patterns of education and 
training enterprises in China.  
3.6.1 Particularity of Dynamic Capabilities 
in a Highly Regulated Environment 

In highly regulated environments, 
enterprises require stronger institutional 
sensitivity, legitimacy awareness, and adaptive 
capability to align strategic actions with policy 
requirements and institutional expectations.  
3.6.2 Model Characteristics of Strategic 
Transformation in the Education and 
Training Industry 

The transformation of education 
enterprises demonstrates characteristics such as 
dual-track development, ecosystem expansion, 
and endogenous capability reconstruction 
through resource activation and organizational 
learning.  
3.6.3 Development and Enlightenment of 
Dynamic Capability Theory 

This study confirms the applicability of 
dynamic capability theory in highly regulated 
environments and suggests that future research 
should strengthen the institutional dimension 
and evolutionary analysis of dynamic 
capabilities, particularly in the Chinese 
context.  

4.CONCLUSION
4.1 Research Conclusions 

Taking New Oriental Education & 
Technology Group as a case, this study deeply 
analyzes the process and mechanism of 
dynamic capability building and strategic 
transformation of education and training 
enterprises under the background of the 

"Double Reduction" policy. The study draws 
the following main conclusions: 
First, the "Double Reduction" policy 
constitutes a fundamental institutional impact 
on the education and training industry, leading 
to the failure of enterprises' traditional business 
models and the revaluation of resource value. 
From multiple dimensions such as reducing 
homework burden, regulating off-campus 
training and improving after-school services, 
the policy systematically changes the 
institutional environment of the education and 
training industry. The original K-12 subject-
based training business model of education and 
training enterprises is fundamentally restricted, 
and enterprises face the pressure of mandatory 
transformation. This finding confirms the 
profound impact of institutional pressure on 
enterprises' strategic choices in institutional 
theory. 
Second, dynamic capabilities are the core 
capability basis for education and training 
enterprises to cope with policy shocks and 
achieve strategic transformation. The study 
finds that New Oriental has demonstrated a 
relatively complete dynamic capability system 
in the transformation process: sensing 
capability is reflected in the keen capture of 
policy signals and clear judgment of 
transformation direction; seizing capability is 
reflected in the rapid adjustment of 
organizational structure and reallocation of 
resources; reconfiguring capability is reflected 
in the continuous optimization of business 
portfolio and constant renewal of 
organizational capabilities. The dynamic 
capabilities of these three dimensions 
cooperate with each other to support the 
realization of the enterprise's strategic 
transformation. 
Third, the strategic transformation of education 
and training enterprises presents a dual-track 
model of "deep cultivation of existing stock + 
exploration of incremental growth", an 
ecological model of "education core + cross-
border extension", and an endogenous model of 
"resource activation + capability 
reconstruction". These transformation model 
characteristics are transformation paths 
explored by education and training enterprises 
under a special institutional environment and 
have reference significance for other 
enterprises. Enterprises do not completely 
abandon their original business foundation, but 
carry out strategic transformation on the basis 
of retaining core advantages. 
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Fourth, there is a two-way interactive 
relationship between dynamic capabilities and 
strategic transformation. Dynamic capabilities 
support the realization of strategic 
transformation, and the practice of strategic 
transformation in turn promotes the evolution 
and improvement of dynamic capabilities. This 
two-way interactive relationship is an 
important perspective for understanding 
enterprises' sustainable adaptability. 
4.2 Management Implications 

This study has the following 
management implications for education and 
training enterprises and other enterprises facing 
similar drastic changes in the policy 
environment: 

First, establish an environmental 
monitoring and early warning mechanism to 
enhance sensing capability. Enterprises should 
establish a monitoring and early warning 
mechanism for the institutional environment, 
closely follow policy trends, and make strategic 
reserves in advance. In the context of rapid 
changes in the policy environment, sensing 
capability is the first line of defense for 
enterprises to cope with crises. 

Second, maintain strategic flexibility 
and resource flexibility to enhance seizing 
capability. Enterprises should avoid strategic 
rigidity, maintain moderate diversification of 
business portfolio, and avoid excessive 
dependence on a single business or single 
resource. The versatility and transferability of 
resources are important conditions for 
enterprises to seize transformation 
opportunities. 

Third, cultivate organizational learning 
capability and change culture to enhance 
reconfiguring capability. Enterprises should 
attach importance to the cultivation of 
organizational learning and change culture, so 
that the organization has the ability to 
continuously adapt to environmental changes. 
Reconfiguring capability is not a one-time 
adjustment ability, but a continuously evolving 
organizational capability. 

Fourth, actively explore transformation 
directions to achieve diversified development. 
In an environment with stricter policy 
regulation, enterprises should actively explore 
development opportunities in policy-permitted 
fields, build a diversified business portfolio, 
and reduce single business risks. Cross-border 
transformation may be an important choice for 
some enterprises. 

Fifth, focus on resource activation and 
capability transfer to reduce transformation 
costs. Enterprises should pay attention to the 
activation and utilization of original resources 
in new business fields and the transfer and 
application of original capabilities in new 
scenarios. This can reduce the sunk cost of 
transformation and improve the success rate of 
transformation. 
4.3 Research Limitations and Prospects 

This study has the following 
limitations: 
First, the limitation of single-case research. 
This study adopts the single-case research 
method. Although it can deeply analyze the 
case, the external validity of the research 
conclusions is limited. Future research can 
adopt multi-case comparative research to test 
and expand the research conclusions. 

Second, the limitation of data sources. 
This study mainly relies on secondary data and 
lacks first-hand interview and questionnaire 
survey data. Future research can combine 
multiple data collection methods to obtain 
richer research data. 

Third, the limitation of time span. This 
study focuses on the transformation process 
from 2021 to 2023, with a relatively short time 
span. The strategic transformation of education 
and training enterprises is still ongoing, and 
future research can conduct longer-term 
tracking research to reveal the long-term 
evolutionary mechanism of dynamic 
capabilities. 

Fourth, the limitation of theoretical 
construction. This study mainly applies the 
existing dynamic capability theory framework 
for analysis, with relatively limited theoretical 
contributions. Future research can develop a 
dynamic capability theory framework suitable 
for highly regulated environments and the 
Chinese context on a more solid empirical 
basis. 

Looking forward, it is recommended to 
deepen the research from the following aspects: 
first, expand the scope of case research and 
conduct comparative analysis of the 
transformation practices of more education and 
training enterprises; second, extend the time 
span of research and track the long-term effects 
of enterprise transformation; third, deepen the 
theoretical research of dynamic capabilities and 
build a more complete theoretical framework; 
fourth, explore the measurement methods of 
dynamic capabilities and promote the 
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quantitative development of theoretical 
research. 

In short, the transformation of 
education and training enterprises under the 
background of the "Double Reduction" policy 
provides a rare "natural experiment" scenario 
for the research of dynamic capability theory. 
New Oriental's transformation practice 
provides valuable experience for Chinese 
enterprises to cope with drastic changes in the 
policy environment, build dynamic capabilities 
and achieve strategic transformation. In an era 
of constantly changing policy environment, 
dynamic capabilities will become the core 
capability for enterprises to maintain 
competitive advantages, worthy of continuous 
attention and in-depth research by academia 
and practice. 
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