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*CLAIM: In order for a company to be able to progress and move on, it must go through phases of evolution and revolution and constantly be changing its organizational structure.

The 5 phases: They each being with a period of evolution which is characterized by steady growth and stability, which in its turn leads to revolution that is characterized by a changing organizational structure. 

If a company successfully resolves their stage of revolution determines if they will move on to the next stage of evolution.

There are 5 key dimensions on organizational development:

1. Age of the Organization

The life span of a company determines the number of organizational practices that have been used. It is found in the research that “managerial problems and practices are rooted in time” 
ex. The practice of decentralization cannot be applied for too long, at some point practices are going to change and the management is going to have to adapt to it.

2. Size of the Organization
The more the number of employees and volume of sales, the more the management is going to have to change its organizational structure.

3. Stages of Evolution

Companies that survive a crisis usually enjoy 4 to 8 years of continuous growth before falling into a revolution. Evolution is used because only slight changes should be applied in order to solve the problems encountered during this period.

4. Stages of Revolution

Revolution part of an organization can be described as “a serious upheaval of management practices”. Revolution is an important part of the game because to get out of it, management must find new ways to lead their company and let go of the past procedures that seemed to be working so well. What is even more ironic is that the new procedures adopted end up becoming the basis of the upcoming problem of the company.

5. Growth Rate of the Industry

Evolution can last much longer and an industry that is not as evolving as another. Basically, the more an industry is growing, the faster the companies in that industry will be going through evolution and revolution. Also, when the industry is poor and there is not much money to be made in that industry (or market) revolution tends to be much more severe.

The 5 phases of Evolution and Revolution

1. CREATIVITY

The first phase of evolution is characterized by creating both a new product and a market for that product. The founders of the company are usually entrepreneurially oriented or technically oriented. They dedicate their time to making and selling the new product. The communication between the owners and the employees is very frequent and informal. The long hours of work injected in the company by both the owners and the employees are not properly equated to the salary they make at the end of the day. Promises of ownership are made to employees. Management is very sensitive to the customer’s response because they don’t want to miss out on any sales. Creative activities are essential for the company. 
BUT as the company grows, more knowledge is required on manufacturing efficiency, proper accounting procedures, more capital must be secured by the company. The owners find themselves with managerial responsibilities, which most of the time, they do not want to have to deal with. 
A CRISIS OF LEADERSHIP happens at this point. The solution is that the owners of the company have to find a strong, talented manager that can put the company together. The problem is that the owners have a sense of attachment to the company and often find it hard to leave it in the hands of someone else.

2. DIRECTION 

The company finds itself in a period of calm growth. This period is characterized by an organizational structure that separates manufacturing activities from marketing activities. Jobs become more and more specialized and tailored for the employee. Higher accounting procedures are introduced. Incentives, budgets and work standards are adopted. Communication becomes more formal and impersonal as there is a hierarchy of authority that is getting formed. The new manager(s) and their supervisors are assumed to take most responsibility and decision-making. Lower level managers are treated more as specialists and are not really responsible for the decisions made by management.

BUT lower-level employees are sick of having superiors trying to control everything when its them that are at the front line and know more about the machinery and the markets than do the supervisors. They are sick of following procedures and want to start taking the initiative.

A CRISIS OF AUTONOMY happens at the lower-level employees. It gets tricky here. What happens is that first of all, higher-level managers find it hard to give responsibility to the lower level management because they (higher mana.) were successful at what they were doing. Now that lower-level management has more responsibilities, they’re overwhelmed with it and have a hard time dealing with all the responsibility. In order to get out of the hard times a lot of companies adopt centralized methods of management. This makes lower-level employees unhappy and then leads to them leaving the company. Those who succeed in decentralized methods even after the switch of authority from upper level to lower level management, move onto the next stage of evolution.

3. DELEGATION
The proper application of decentralized methods of management leads to the growth period of evolution called delegation. It is characterized by an increased amount of responsibility towards managers of plants and market territories. Profit centers and bonuses are used to motivate the employees. Top-level executives (CEO, vice presidents and others) restrict themselves to managing the firm only when periodic reports from the field are released. Management focuses on acquiring other companies that can be merged into certain decentralized units of the company. Communication from top-level executives is not frequent and usually occurs by phone, fax, e-mail or other. Delegation phase allows companies to expand thanks to lower-level management. Now that the lower-level management has greater authority and incentives and operate through decentralized methods, they can concentrate more on responding to customer needs, penetrate larger, newer markets and develop new products.

BUT what happens is that top-level executives feel that they are losing control on a huge operation. The field managers prefer to run their own show and don’t coordinate much with top-level executives. 

A CRISIS OF CONTROL is under way. The crisis is basically that top-level executives (or higher level management) try to regain control of the company as a whole and often attempt to go back to centralized units. Centralized units fail because of the new vast scope of the company. The companies that move forward and get out of this revolution do it through means of finding new coordination techniques.

4. COORDINATION

The 4th phase of evolution is called coordination because what happens is that top-level executives are in charge of administrating and initiating the new coordination techniques that were set in the company. The phase is characterized by the merging of decentralized units into product groups. Formal planning procedures are established and constantly reviewed. Staff members are hired and placed at headquarters to review the operations of line managers to make sure they’re doing everything properly. Capital expenditures are carefully examined and taken into consideration. Each product group is treated like an investment center where the return in each department is very importantly looked at in terms of the capital invested at first and the future allocation of funds in each department (or product group). Certain technical functions (such as data processing) become centralized at headquarters while daily operating systems are decentralized. Stock options and profit sharing are introduced in order for the company to be closer and for employees to be more involved in the company. The use of scarce resources by managers is closely observed at headquarters and everything is closely monitored.  The managers learn to justify their actions more.

BUT what happens is that a lack of confidence develops between headquarters and the field and also between managers and employees. The many new programs and systems that were introduced at the beginning of this phase tend to exceed their usefulness, which then leads us to:

A RED-TAPE CRISIS line managers are angry towards those at headquarters who do not know how the local conditions are. The employees managed by the line managers, on their part, criticize the line managers for being uncooperative and uninformed. Both groups, line managers and employees, are criticizing the new bureaucratic system that has evolved. Basically, the company has become too large and too complex to be managed through this way too formal and rigid system of management. 

5. COLLABORATION

Phase 5 is characterized by letting go of formal systems as a means to operate the company. What happens is that managers are told to manage on spontaneity. Managers often resolve problems in teams and interpersonal differences are treated through skillful confrontation. Social control and self-discipline replace formal decisions. The transition to this new system is especially difficult on line managers who often relied on the formal procedures and guidelines to solve problems. It is also difficult for the experts who created the systems that were the problem in phase 4 (coordination). The focus of phase 5 is on the use of teams to solve problems. Staff experts at headquarters are reduced in number and reassigned in interdisciplinary teams. A matrix type of structure is used to form teams for the appropriate problems. Formal control systems are simplified into a system for one approach. Meetings between the main managers are more frequent in order for them to focus on major problems. Educational programs are put on hand for managers in order for them to approach problems more professionally and to work in teams. Economics rewards (benefits and incentives) are aimed to teams and not to individuals. The use of new practice is encouraged throughout the organization. Basically, the company is focusing on working in teams and tries to tie everyone together in the company. They try to make the thinking unanimous so that everyone works towards the total progress of the company.

Greiner leaves a ? for the last phase of revolution. He says that what will probably happen is that employees will be greatly affected psychologically from the pressure of working in teams and having to be innovative at all times. Phase 5 revolution will have to be solved with once again new structures and programs that will allow employees to rest and think things over. Perhaps companies will have 2 organizational structures: habit structure to get the every day tasks done and the reflective structure for the employees to come up with new ideas. 

Things that are now in practice that can closely relate to this is that companies nowadays provide their employees with sabbaticals. They move managers in and out of “hot spot jobs” which motivates the manager to get higher than where he is now. 4 day work weeks have been adapted. Companies offer job security and also build physical facilities from employees to work out. The Chinese make top-level executives work on lower-level jobs for a period of time. Greiner says that U.S. management practices focuses too much on the equation between career progress and title, salary and power. 

WHAT GREINER TELLS MANAGERS TO CONCLUDE

· KNOW WHERE YOU STAND IN THE 5 PHASES

· RECOGNIZE THAT THERE AREN’T MANY SOLUTIONS

· REALIZE THAT SOLUTIONS WILL BRING NEW PROBLEMS
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