MANA 341: Organizational Theory	
Chapter 1: Organizations & Organizations Theory
 Helps understand the past, what may happen in the future in order to manage organizations more effectively 

Evolution of Organization Theory
· Classical Perspective: Fredrick Taylor (Scientific Management)
· Managers develop precise standard procedures for each job
· Select workers with appropriate abilities
· Train them 
· Provide wage incentives 
· This established that management’s role is to maintain stability & efficiency (managers do the thinking; workers do what they are told)
· Does not taken into account social context & human needs 
· Administrative Principles: (Modern practices)
· Design & functioning of organization as a whole
· Similar activities should be grouped under 1 manager (unity of direction) 
· Each sub reports to 1 superior (unity of command)
· Contributed to development of bureaucratic orgs
· Managing orgs impersonally & rationally 
· Clearly defined authority
· Keeping records 
· Standard rules 
· Hawthorne Studies: positive treatment of employees leads to increased motivation & productivity 
· Led to HRM, examination of treatment of workers 

Current Challenges  Coping with change is the most common problem in orgs 
· Globalization 
· out contract to other countries (less expensive, more comp for NA) 
· diff departments in diff countries
· Ethics & environment
· Responding to changing customer needs 
· Must develop new products to stay competitive 
· Want tailored to their needs (as opposed to the 20th century where everything was mass produced/uniform)
· Technology, diversity

What is an Organization?
· Social entities that are goal directed, designed as deliberately structured & coordinated activy systems, and linked to the external environment
· Exists when people interact to attain goals 
· Going towards horizontal coordination (work together, teams)
· Org goal: make money
· Non-profit org goal: generate social impact 
· 7 reasons orgs are important 
1. Bring resources together to achieve desired goals 
2. Produce G&S efficiently 
· e-business, computer-based manufacturing tech, redesigning management practices
3. Facilitate innovation (as opposed to relying on old methods)
4. Use modern manufacturing & info technology
5. Adapt & influence a rapidly changing environment
6. Accommodate challenged of diversity, ethics, coordination
7. Create value for owners, customers, employees to accomplish goals

Perspectives on Orgs  dynamic, ongoing acivities
1. System: takes inputs from environment, transforms them and releases outputs to the external environment 
· Inputs: employees, raw materials
· Transformation: changes inputs into something of value
· Outputs: G&S, pollution, employee satisfaction
· Need for inputs/outputs reflects dependency on the environment 
· Subsystems: responsible for organizational change & adaptation (boundary spanning)
2. Closed system: autonomous & does not depend on environment 
· Easy to manage, focus is to un things efficiently
3. Open system: must interact with environment 

Organization Configuration:
1. Tech Core
· production subsystem (produces G&S)
· Primary transformation of inputs to outputs 
· Teachers & classes in uni
· Medical activities in a hospital
2. Management
· Direct & coordinate other parts of org
· Top: provide direction, policies to rest of org
· Middle: immediate top and tech core (implementing rules, passing info)
3. Tech Support
· Helps org adapt to changing environment 
· Engineers, researchers
4. Administrative Support
· Ensures smooth operation
· HRM activities (recruitment, training & development, benefits)

Dimensions of Organization
· Structural Dimensions
· Formalization
· Amount of written docs in org
· Procedures, job descriptions, regulations, policy manuals
· Specialization (division of labour)
· Degree to which tasks are divided into spate jobs
· Low: employees perform many tasks
· High: employees perform 1 task 
· Hierarchy of authority
· Span of control of each manager 
· Who reports to whom 
· Narrow: hierarchy is tall
· Wide: hierarchy is short
· Centralization
· Which level in hierarchy has authority to make decisions
· Centralized: decisions making kept at top
· Decentralized: decisions making at lower levels
· Purchasing, hiring, pricing decisions
· Professionalism
· Level of training and education of employees
· High: employees require a lot of training for job 
· Personnel Ratios 
· People in each organizational department  
· Contextual Dimensions
· Goals & Strategies
· Strategy is a plan of action
· The environment
· Elements outside organizational boundaries
· Industry, government, customers, suppliers 
· Size
· # of ppl in org
· sales
· Culture
· Values, beliefs, norms employees share
· Ethical behavior, efficiency, customer service
· “glue” holding org together
· Technology
· Techniques used to transform inputs into outputs

Performance & Effective Outcomes
· Efficiency: amount of resources used to attain org goal (doing things right)
· Effectiveness: degree to which org achieves it goals (doing the right thing)
· Difficult to achieve because everyone wants different things
· Employees: pay, benefits
· Customer: quality products
· Stakeholder approach: integrates org activities according to what stakeholders want
· Contingency Theory: must be a fit between structure of org & their external environment
· Management approach depends on organization’s situation

Contemporary & Organizational Design  In the past, organizations were more hierarchal and bureaucratic (goal was to maintain stability). Today, there is more emphasis on globalization, diversity, ethical concerns, meaningful work for employees, opportunities for employees.
· Chaos theory: relationships in complex systems (orgs) create effects that make the universe unpredictable 
· Suggests orgs should be viewed as natural systems as opposed to well-oiled predictable machines
· Orgs moving towards horizontal collaboration, decentralized structures
· Learning organization: promotes communication & collaboration
· Based on equality, little hierarchy, participative culture
· Problem solving is the essential value as opposed to the old (efficient performance)

Efficient Performance vs. The Learning Organization
· Vertical to Horizontal Structure
	Traditional Organization
	Learning Organization

	· activities grouped together
· little collaboration 
· decisions-making with upper-level management 
· vertical hierarchy
· supervision, control, 
· problem: top executives are not able to respond to changing needs quickly enough
	· horizontal workflow, s
· elf-directed teams (including ppl from different areas with different expertise)




· Routine Tasks to Empowered Roles
	Traditional Organization
	Learning Organization

	· Traditional organizations
· Tasks are broken down and specialized
· Control of tasks at the top, employees do as they are told
	· person allowed to use their discretion to achieve outcome or attain goal
· few rules, procedures
· workers control tasks
· problem solving amongst workers/customers is encouraged 




· Formal Controlled Systems to Shared Info
	Traditional Organization
	Learning Organization

	· In small orgs, communication is informal and top executives work directly with employees in day-to-day activities 
· In larger orgs, formal systems are adopted to manage complex info and to ensure rules and procedures are being followed in order to attai organizational goals. 

	· want to return to the small-org mentality where all employees have complete info so they can act quickly 
· ideas flow in all direction
· open communication with suppliers, customers, competitors 



· Competitive to Collaborative Strategy
	Traditional Organizations
	Learning Organization

	Traditional orgs: strategy for efficient performance decided by top manager and then communicated to rest of org

	Informed/empowered workforce develop strategy (because of the open communication with suppliers, etc)




· Rigid to Adaptive Culture
	Traditional Organization
	Learning Organization

	Slow to adapt to changes in social norms
	· culture encourages openness, equality, change
· employees are informed on all parts of org and how each works together & with the environment
· minimizes boundaries (within org & with competitors) 
· activities/symbols that create status differences do not exist (executive dining rooms)
· each person’s opinion is valued to create a safe climate where people are encouraged to take risks and experiment 





Chapter 2: Strategy, Organizational Design & Effectiveness
The Role of Strategic Design on Organizational Design:
· Top executives determine the end purpose of the organization and the direction of how they will accomplish it
· It is this purpose and direction that will shape how organization is managed and designed
· The effectiveness of the organizations outcomes determines if the organization needs to redefine purpose/strategy/design
Organizational Purpose  the purpose is the organizations goal or mission
· Mission
· Describes the organizations vision, values and beliefs, and its reason for being
· The mission statement communicates to employees, customers, investors, suppliers, and competitors what the organization stands for and what it is trying to achieve
· Operative Goals  Designate what the company is actually trying to do through its operative processes
· Overall Performance
· Profitability reflects overall performance (NI/EPS/ROI)
· Resources
· Pertain to the acquisition of materials and financial resources from the environment
· Market
· Desired market share or market standing
· Responsibility of marketing/advertising/sales
· Employee Development
· Effective training, promotion, safety, and growth of employees
· Both employee and managers responsibility
· Innovation and Change
· Pertain to internal flexibility and readiness to changes in the environment
· Defined in terms of development of new services, products, and production processes
· Productivity
· Amount of output achieved through available resources
· Eg. “units produced per employee” “cost for a unit of production”
· The Importance of Goals
· Official goals describe value system  operative goals represent primary tasks
· Official goals legitimize organization  operative goals are more explicit and well defined
Framework for Selecting Strategy and Design
· Strategy is the plan for how a company interacts with its competitive environment to achieve organizational goals
· Goals define where organization wants to go
· Strategies define how they will get there
· Porter’s Competitive Strategies: (Competitive Advantage x Competitive Scope)
· Low Cost Leadership
· Tries to increase market share by emphasizing low cost compared to competitors
· Differentiation
· Organizations attempt to distinguish products or services from others in the industry
· Focus
· Company will then try to achieve low cost or differentiation advantage within a narrowly defined target market
· Miles and Snow’s Strategy Typology
· Prospector
· Strategy is to innovate, takes risks, seek out new opportunities and grow
· Suited for dynamic, growing environment where creativity is more important than efficiency
· Defender
· Opposite of prospector
· Concerned with stability and retrenchment
· Strategy seeks out to hold current customers, but neither innovates or seeks to grow
· Concerned with internal efficiency, high quality products.
· Can be successful if organization exists in a declining industry or stable environment
· Analyzer 
· Hybrid of Prospector and Defender
· Tries to maintain a stable business while innovating on the side
· Some products targeted to stable environments, oters targeted to new growing environments
· Reactor
· Not really a strategy at all
· Top management has not set organizations goals or mission so company takes whatever actions seem to meet immediate needs
· Other Factors that Affect Organizational Design
· Strategy/environment/technology/size & life cycle/culture
Assessing Organizational Goals and Effectiveness
· Understanding organizations mission and goals is the first step to understanding organization effectiveness
· Overall effectiveness is difficult to measure
· Today’s top executives now measure effectiveness as 
· Customer delight
· Employee satisfaction
Contingency Effectiveness Approaches
· Resource based approach – assesses whether  organization effectively  obtains resources necessary for high performance
· Obtaining and successfully managing resources is the criterion of effectiveness
· Useful when other indicators of effectiveness are difficult to attain
· Internal Process Approach – looks at internal activities and assesses  effectiveness based on internal health and efficiency
· Seven indicators
· Strong culture
· Team spirit
· Confidence and trust
· Decision making near information
· Undistorted communication
· Rewards managers for performance and growth
· Conflicts are easily resolved
· Important because efficient use of resources and internal functioning are ways to assess organizational effectiveness
· Goal Approach – concerned with attaining desired level of output
· Used because output measures are easily attainable
· Integrated Effectiveness Model
· Tries to balance various approaches throughout the organization rather than just one
· Internal vs external
· Stability vs flexibility
· Open systems emphasis – external focus and flexible structure/primary goals are growth and resource acquisition
· Rational goal emphasis – structural control  and external focus/primary goals are productivity and efficiency
· Internal Process emphasis – reflects internal focus and structural control/primary outcome is stability
· Human relations emphasis – reflects internal focus and flexible structure/development of human resources
· The Balanced Scorecard  balances traditional financial measures with operational measures
· Financial Performance
· Reflects concern that the organizations activities contribute to improving organizations short term and long term performance
· Customer Service Indicators
· Measures such things as how customers view organization (customer retention and satisfaction)
· Business Process Indicators
· Focus on production and operating statistics such as order fulfillment and cost per order
· Potential for Learning and Growth
· Focuses on how well resources and human capital are being managed


Chapter 3: Fundamentals of Organizational Structure
The Organizational Structure:
· 3 key components that make up how we define organizational Structure
· how organizational structure designates formal reporting relationships
· how organizational structure designates  individuals into departments or divisions
· how organizational structure  includes design systems to communicate efficiently between departments
Information Processing Perspective  should provide both vertical and horizontal communication in order to accomplish organizations goals
· Vertical Information Linkages  coordinate information top to bottom. Designed too control
· Hierarchical Referral – chain of command that shows how problems are solved where subordinates report problems to managers
· Rules and Plans – sets out how employees can resolve problems through plans or procedures
· Vertical Information Systems – make communication between top and bottom more efficient
· Eg. Periodic reports / written information / computer based communications
· Horizontal Information Linkages  overcomes the barriers between departments. Refers to the amount of communication and coordination across organizational departments
· Information Systems – computerized information systems allow  managers and front line workers to communicate
· Direct Contact – (between managers and employees) one way to promote is through a liaison role which is located in department but has the responsibility of communicating and coordinating with another department
· Task Forces – temporary committee composed of representatives from each department that seek to overcome a problem
· Full Time Integrator – full time position that’s sole purpose is to coordinate two departments
· Teams – strongest horizontal linkage mechanism. When activities among departments require strong coordination over extended periods of time. Often report to integrator
Organizational Design Alternative  the overall design of the organizational structure is composed of 3 elements
· Required Work Activities
· Departments are created to perform tasks considered strategically important to the company
· Reporting Relationships
· Once activities and departments are defined, the next question is how should they fit together
· Departmental Grouping Options
· Functional grouping – organizes employees who perform similar functions
· Divisional Grouping – organized according to what the organization produces
· Multi focused Grouping – embraces 2 structural groupings simultaneously
· Horizontal Grouping – organized around core work processes
· Virtual Network Grouping – most recent approach to grouping. Departments are separate organizations  that are electronically connected  for the sharing of information and completion of tasks
Organizational Structures:
1. Functional Structure
· Activities are grouped together based on function from bottom to top
	Strengths
	Weaknesses

	· Allows for economies of scale
· Allows in depth knowledge and skill development
· Enables organization to accomplish goals
· Is best for one or few products
	· Slow response to environmental changes
· May cause decisions to pile up
· Poor horizontal coordination
· Less innovative
· Restricted view of organizations goals



2. Functional Structure with Horizontal Linkages
· Managers improve horizontal coordination through:
i.  Information systems
ii. Direct contact between departments
iii. Full time integrators
iv. Task forces
v. Teams

3. Divisional Structure
· Divisions are organized according to individual products, services, divisions, business or profit centers
· Based on organizational outputs
	Strengths
	Weaknesses

	· suited for fast change
· leads to customer satisfaction
· involves high coordination across functions
· allows units too adapt to products, regions, and customers
· best in large organizations with several products
· decentralizes decision making
	· eliminates economies of scale
· leads too poor coordination across product lines
· eliminates in depth competence and specialization
· makes integration and standardization across product lines difficult



4. Geographical Structure
· Organize around organizations users or customers
· Each geographical unit includes all functions required to produce  and market products and services to that region
i. Strengths and weaknesses are similar too divisional structure

5. Matrix Structure
· The matrix can be used when both technical expertise and product innovation are important for meeting organizational goals
· Conditions
i. Pressure exists to share scarce resources cross product lines
ii. Environmental pressure exists for 2 or more critical outputs
iii. The environmental domain of the org. is both complex and unstable
	Strengths
	Weaknesses

	· Achieves coordination to meet the dual demand of customers
· Flexible sharing of human resources across products
· Suited for complex decisions and changing environments
· Opportunity for both functional and product skill development
· Best in medium sized org’s
	· Causes dual authority
· Time consuming – frequent meetings and conflict resolution
· Will not work if employees develop vertical relationships
· Requires great effort to maintain balance



6. Horizontal Structure
· Organizes employees around core processes
· A process refers to an organized group of related tasks and activities that work together to transform inputs into outputs and create value.
· Works to eliminate hierarchy and department boundaries
	Strengths
	Weaknesses

	· Promotes flexibility and rapid growth
· Each employee has broad view of org goals
· Promotes teamwork and collaboration
· Improves quality of life for employees by providing opportunity, responsibility, and autonomy
	· Determining core processes is difficult
· Requires changes in culture, job design, philosophy, and information systems
· Traditional managers will be upset to give up power
· Requires significant training
· Can limit in depth skill development



7. Virtual Network Structure
· Expands the concept of horizontal coordination and collaboration beyonf the boundries of the organization through outsourcing
i. IT
ii. Accounting
iii. Marketing 
iv. Manufacturing
	Strengths
	Weaknesses

	· Allows small organizations to obtain talent and resources world wide
· Highly flexible  and responsive to change
· Reduces administrative overhead
· Small companies immediate scale and reach
	· Mangers do not have hands on control
· Risk of failure if partner fails
· Employee loyalty and organizational culture may be week



8. Hybrid Structures
· Combine the characteristics of various approaches tailored to specific strategic needs
· Pure form organizational structures do not exist
· Companies will often have aspects of all structures to minimize weaknesses

Chapter 8: Organization Size, Life Cycle, and Decline
Organization Size: Is Bigger Better?
· Pressures of growth
· Every business person ants their company to grow fast and grow big
· Companies have begun to switch too smaller more nimble companies that can adapt to change
· Growth is often viewed as health
· Dilemmas of Large Size – bigness does not mean better performance
· Large
· Huge resources and economies of scale are needed for companies to compete globally
· Have resources to get through tough economic times
· Able to get back to business quickly after disasters giving a sense of security to employees
· Small
· Successful in global markets due to responsiveness and flexibility in fast changing environments
· Flat structure with an organic few flowing management structure that encourages entrepreneurship and innovation
· Big Organization/Small Organization Hybrid
· Paradox – the advantages of small companies allow them to succeed and hence grow large
· Combine large organizations resources with small companies simplicity and flexibility
· Reorganize a large company into groups of small companies – the result is the mindset of smallness
· Decentralization of authority and removal of vertical layers comined with the use of technology
Organization Life Cycle  Organizations are born, grow, and eventually die
· Stages of the Life Cycle
	Characteristics
	Entrepreneurial
	Collectivity
	Formalization
	Elaboration

	Structure
	Informal, one person show
	Mostly informal, some procedures
	Formal procedures, division of labor, new specialties added
	Teamwork within bureaucracy, small company thinking

	Products/Services
	Single product or service
	Major product or service with variations
	Line of products or services
	Multiple product or service lines

	Reward and Control Systems
	Personal, paternalistic
	Personal contribution to success
	Impersonal, formalized systems
	Extensive, tailored to product and department

	Innovation
	By owner-manager
	By employees and managers
	By separate innovation group
	By institutionalized R&D department

	Goal
	survival
	growth
	Internal stability, market expansion
	Reputation, complete organization

	Top Mngt. Style
	Individualistic, entrepreneurial
	Charismatic and direction giving
	Delegation with control
	Team approach, attach bureaucracy



Organizational Bureaucracy & Control
· What is Bureaucracy?
· Rules and procedures
· Written communications and records
· Specialization and division of labor
· Separate position from position holder
· Hierarchy of authority
· Technically qualified personal
· Rules and procedures allow standard procedures and activities to be carried out  in a predictable routine matter
· Provides many advantages over organization form based of favoritism, social status, family connections, or graft
· Size & Structural Control
· Formalization
· Rules, procedures, and documentation
· Large organizations rely on rules, procedures, and paperwork to achieve standardization across the organization
· Centralization
· Decisions are made at the top of the hierarchy
· Decentralization represents a paradox
· In a perfect bureaucracy, all the decisions would be made at the the top
· However his would result in senior managers becoming overwhelmed with information and decisions
· Personnel Ratios
· For administrative, clerical, and professional support staff
· 2 patterns have emerged
· Ratio of top admin to total employees is smaller in large organization
· Concerning clerical and support staff, greater communication and reporting are needed in larger organizations
Bureaucracy in a Changing World
· Organizing Temporary Systems for flexibility and Innovation
· Implementing innovative structural solutions
· Incident Command System (ICS)
· Keeps bureaucracy but allows for fast response to opportunities, unforeseen competitive threats, organizational crises
· Other Approaches to Reduce Bureaucracy
· Many companies are removing layers of hierarchy, giving lower level workers greater freedom to make decisions rather than burdening them with rules and regulations
· Greater decentralization and leanness 
· Increasing professionalism of employees
· Enhances with ongoing training of employees
· Professional Partnership – organization comprised entirely of professionals
Organizational Control Strategies
	Type
	Definition
	Requirements

	Bureaucracy
	Use of rules, policies, hierarchy authority, written documentation, standardization to standardize behavior and assess performance
	Rules, standards, hierarchy, legitimate authority

	Market
	Occurs when price competition is used to evaluate the output and productivity of the organization
	Prices, competition, exchange relationship

	Clan
	Is used when social characteristics, such as organizational  culture, shared values, commitment, traditions, and beliefs to control behavior
	Tradition, shared values and beliefs, trust



Organizational Decline and Downsizing
· Definition and causes  condition in which substantial or absolute decrease in a organizations resource base occurs over a period of time
· Organizational Atrophy – occurs when organizations grow older and become overly bureaucratic 
· Vulnerability – reflects an organizations strategic inability to prosper in its environment
· Environmental Decline or Competition – environmental decline refers to reduced energy and resources available to support an organization
· Decline Stages  5 Stages of organizational dissolution
· Blind Stage
· Leaders miss signals of decline
· Solution – develop effective scanning and control systems
· Inaction Stage
· Denial occurs despite signs of decline
· Solution – leaders acknowledge decline and take prompt action
· Faulty Action Stage
· Organization facing serious decline, indicators of poor performance cannot be ignored
· Leaders are forced to make major changes
· Crisis Stage
· Organization has still not been able to deal with decline effectively and is facing panic
· Solution – major reorganization
· Dissolution Stage
· This stage of decline is irreversible
· Only option is to close down organization in an orderly fashion
· Downsizing Implementation
· Communicate more not less
· Provide assistance to displaced workers
· Help the survivors cope

Chapter 9: Organizational Culture and Ethical Values
Organizational Culture:
· Every organization has a set of values that characterize how employees behave and how the organization carries out everyday activities
· Leaders instill and support the kind of values needed for the company to thrive
· Clarity of structure
· Clarity of direction
· Clarity of measurement
· What is Culture?
· Culture is a set of values, norms, guiding beliefs, understandings that is shared by members of an organization and is taught to new members
· On the surface is visible artifacts and behaviours
· Visible elements  reflect the deeper underlying values, assumptions, belifs and thought processes of the organization
· Emergence and Purpose of Culture
· Culture provides members with a sense of identity and generates in them a commitment to beliefs and values
· When these values lead to success an organizational cultre emerges that reflects the visionand strategy of the founder
· Cultures have 2 critical functions
· Integrate members
· Help organization adapt to environment
· Interpreting Culture  requires people to make inferences on observable artifacts
· Rites and Ceremonies – elaborate planned activities that make up a special event and are often hosted for the benefit of an audience
· Passage – introduction and basic training
· Enhancement – annual awards night
· Renewal – organization development activities
· Integration – office holiday party’s
· Stories – narratives based on true events that are shared among employees to inform them about the organization
· Heroes
· Legends
· Myths 
· Symbols – something that represents another thing
· Language –using a specific saying, slogan, metaphor, or other language to convey special meaning
Organizational Design and Culture  organizational culture should reflect strategy and design
· The Adaptability Culture
· Chareterized by strategic focus on the external environment through flexibility and change
· The Mission Culture
· Serving specific customers in a external environment without the need for rapid change
· Characterized by emphasis on clear vision and achievement of goals
· The Clan Culture
· Primary focus on involvement and participation of the organizations members and on rapidly changing expectations from the external environment
· The Bureaucratic Culture
· Internal focus of consistency orientation for a stable environment
· A Culture of Discipline
· Everyone in the organization is focused on doing whatever is necessary for the organization to be successful
· Key factors
· Level 5 leadership (egoless leader with ambition for success)
· The right values
· The right people in the right jobs
· Knowing where to go
· Culture of Strength and Organizational Subcultures
· Culture strengths refers to the degree of agreement among members of importance of specific values
· Subcultures develop to reflect shared values of departments or teams within an organization
Organizational Culture, Learning & Performance
· Culture plays a role in creating a climate that enables learning
· A strong organizational culture encourages adaptation and change by energizing and motivating employees, unifying people around shared goals, shaping and guiding behavior
· Strong adaptive cultures often incorporate these values
· The whole is more important than the parts, and boundaries between parts are minimized
· Equality and trust are primary values
· The culture encourages risk taking, change, and improvement

Chapter 4: The External Environment
The Environmental Dimensions  organizational environment consists of all the elements that exist outside of organizational boundaries that have the potential o affect the organization
· Domain – organizations chosen field of action
· Sectors – subdivisions of the external environment that contain similar elements
· Industry sector
· Raw materials sector
· Technology sector
· Human resource sector
· Task Environment
· Includes sectors that the organization interacts with directly and that have a direct impact in the organization achieving its goals
· General Environment 
· Includes sectors that will indirectly influence the organization
· Often includes (government, technology, sociocultural, financial resources, economy)
· International Context
· International sector can directly affect many organizations and has become extremely important in the last few years
· The growing importance of the international sector means that the environment is getting more and more complex and competitive for all organizations
Environmental Uncertainty
Boils down to two essential ways the environment influences organizations
· The need for information about the environment
· The need of resources from the environment
· Simple-Complex Dimensions
· Concerns environmental complexity meaning the number and dissimilarity of external elements relevant to the organizations function
· Stable-Unstable Dimension
· Refers to whether elements in the environment are dynamic
· Framework
· Simple-Complex and Stable-Unstable are combined into a framework for assessing environmental uncertainty
· Simple + Stable = Low Uncertainty
· Small number of external elements, and elements are similar
· Elements remain the same and change slowly
· Eg. Soft drink bottlers
· Complex + Stable = Low-Moderate Sustainability
· Large number of external elements and elements are dissimilar
· Elements remain the same and change slowly
· Eg. Universities
· Simple + Unstable = High-Moderate Uncertainty
· Small number of external elements and elements are similar
· Elements change frequently and unpredictably
· Eg. E commerce
· Complex + Unstable = High Uncertainty
· Large number of external elements and elements are dissimilar
· Elements change frequently and unpredictably
· Eg. Computer Firms
Adapting to Environmental Uncertainty
An organization in a certain environment vs an organization in a uncertain environment will be managed and controlled differently with respect to:
· Positions and Departments
· As complexity and uncertainty increase, so does number of positions and departments, which in turn increases internal complexity
· Buffering and Boundary Spanning
· The purpose of buffer roles is too absorb uncertainty from the environment
· Boundary spanning roles link and coordinate the organization to elements of the external environment
· Detect and bring organization information about changes in the environment
· Send information in the environment that presents organization in a favorable light
· CI – Competitive intelligence
· Differentiation and Integration
· The difference in cognitive and emotional orientations among managers in different functional  departments and the difference in formal structure among these departments
· An outcome of high differentiation is that coordination becomes difficult
· Integration is a quality of collaboration among departments
· Organic Vs Mechanistic Management Approach
· Mechanistic
· Tasks are broken down into specialized separate parts
· Tasks are rigidly defined
· Strict hierarchy of authority, control and many rules
· Knowledge and control of tasks is centralized at the top of the organization
· Communication is vertical
· Organic
· Employees contribute to the common tasks of the department
· Tasks are adjusted and redefined through employee teamwork
· There is less hierarchy and control with few roles
· Knowledge and control of tasks is located anywhere in organization
· Communication is horizontal
· Planning Forecasting and Responsiveness
· In uncertain environments, planning and environmental forecasting actually become more important as a way to keep organization prepared for a quick response
· When environment is stable, organization can focus current operational problems and day to day efficiency
Framework for Organizational Responses to Uncertainty
1. Low Uncertainty
· Mechanistic structure
· Few departments
· No integrating roles
· Current operations, Low speed response
2. Low-Moderate Uncertainty
· Mechanistic structure
· Many departments, some boundary spanning roles
· Few integrating roles
· Some planning, moderate speed response
3. High-Moderate Uncertainty
· Organic structure
· Few departments, much boundary spanning
· Few integrating roles
· Planning orientation, High speed response
4. High Uncertainty
· Organic structure
· Many departments differentiated, extensive boundary spanning
· Many integrating roles
· Extensive planning, High speed response
Resource Dependence  organizations depend on the environment but strive to acquire control over the resources they depend on
· When costs and risks are high, companies team up to share scarce resources and be more competitive in a global market
· Formal relationships cause dilemmas for managers as it requires coordination and reduces freedoms
Controlling Environmental Resources
· 2 strategies for managing resources in an external environment
· Establishing Inter Organizational Linkages
· Ownershipcompanies use ownership to establish linkages to buy a art of a controlling interest of another company in order to gain access to technology, products, and scarce resources
· Formal Strategic Alliancesoccurs when there is high  level of complementarity between the businesses (geographical positions/skills of companies)
· Cooptation, Interlocking Directoratesoccurs when leaders of important sectors  in the environment become part of an organization
· Interlocking directorate – occurs when member of board of directors from one company sits on the board of another company
· Direct interlock – when the individual is the link between the two companies 
· Indirect interlock – when a director of company A and a director from company B are on the board of company C
· Executive Recruitment transferring and exchanging executives can establish linkages
· Advertising and Public Relationsspending money in advertising to influence consumer taste
· Controlling the Environmental Domain
· Change of Domainacquisition and divestment are two ways to alter a domain
· Political Activity, Regulationincludes techniques that influence legislation and regulation
· Can be used to erect barriers against new competitors or unfavorable legislation
· Trade Associationsmuch of the influence to the external environment is accomplished jointly with other organizations
· Illegitimate Activitiesrepresent final techniques that companies sometimes use  to control the environment when conditions such as low profits, pressure from mangers, or scarce resources exist
· Payoffs to foreign governments
· Illegal political contributions
· Excessive promotional gifts
· Wiretapping 
· Organization – Environment Integrative Framework
· The amount of complexity and change in an organizations domain influences the need for information and the uncertainty felt by the organization
· The more dependent an organization is on another organizations resources, the more important it is to establish favorable linkages
Chapter 5: Interorganizational Relationships
Organizational Ecosystems
· Interorganizational relationships are relatively enduring resources transactions, flows, and linkages that occur among two or more organizations
· Organizational ecosystems formed by a transaction of a community of organizations and their environment
· Is Competition Dead?
· Traditional competition which assumes a distinct company competing for survival and supremacy with other standalone businesses, no longer exists because each organization both supports and depends on the other for success
· Organizations now need to coevolve with everyone in their environment to become stronger
· The Changing Role of Management
· Before managers were concerned with traditional responsibilities of corporate strategy and designing hierarchical structures
· New world managers think about establishing horizontal processes rather than vertical
· Managers strive to strengthen the larger ecosystem evolving around them
· Interorganizational Framework
· Relationships among organizations can be categorized in four classes
· Resource dependence – ways organizations deal with each other to reduce resource dependence
· Collaborative Network – organizations allow themselves to become dependent 
· Population Ecology – examines how new organizations fill niches left open by established organizations
· Institutionalism – explains how organizations legitimize themselves in a larger environment by sharing ideas
Resource Dependence dependence on resources is based on two factors: 1 the importance of the resource; and 2 how much direction or monopoly power those who control a resource have over its allocation and use
· Resource strategies
· Adapt or alter the interdependent relationships
· Use of interlocking directorships (see Ch4)
· Join trade associations to coordinate needs and agreements to guarantee resources and material supplies
· Power strategies
· Large independent companies have power over small
Collaborative NetworksCompanies join together to become more competitive and to share scarce resources
· Why collaboration?
· Major reasons are sharing risks, mounting expensive new technology, and enhancing organizational profile
· Greater innovation
· Greater problem solving
· From adversaries to partners
· Customers and competitors are now being replaced with partnerships between them
· Traditional Orientation: Adversarial
· Low dependence
· Suspicion, competition, arm’s length
· Detailed performance measures, closely monitored
· Price efficacy, own profits
· Limited information and feedback
· Legal resolution of conflict
· Minimal involvement and upfront investment, separate resources
· Short term contracts
· Contract limiting the relationship
· New Orientation: Partnership
· High dependence
· Trust, addition of value to both sides, high commitment
· Loose performance measures, problems discussed
· Equity, fair dealing, both profit
· Electronic linkages that share info and allow collaboration
· Long term contracts
· Business assistance beyond the contract
Population Ecology
· Population ecology perspective – focuses on organizational diversity and adaptation within a population of organizations
· Population-set of organizations involved in similar activities
· [bookmark: _GoBack]New organizations meet the needs of society more than those of old established organizations
· Organizational Form and Niche
· Organizational Form – refers to the organization specific technology, structure, products, and goals which can be selected or rejected by the environment
· Niche – refers to a domain of unique environmental resources and needs that is trying to be filled by a new organization
· Process of Ecological Change
· Variation – large number of variations appear in the population of organizations
· Selection – some organizations find a niche and survive
· Retention – a few organizations grow large and become institutionalized in the environment
· Strategies for Survival
· Generalists – organizations that serve a broad domain or niche
· Specialists – serve a narrow market or niche of customers
Institutionalismdescribes how organizations survive and succeed congruence between an organization and the expectations from its environment
· Institutional environment – composed of norms and values that are from stakeholders
· Believes organizations adopt structures and processes to please outsiders
· Legitimacy – organizations actions are desirable, proper, and appropriate for it environment
· The Institutional View and Organizational Design
· Sees organizations as having two essential dimensions: 
· Technical – day to day work and technology requirements
· Institutional – governed by the expectations of the external environment (what is visible to the public
· Institutional Similarity
· Mimetic forces
· In the face of uncertainty forces companies to mimic the model of other organizations
· Coercive forces
· External pressures exerted on an organization to adopt structures, techniques, and behaviors similar to other organizations
· Normative forces
· Pressures to change to achieve standards of professionalism, and to adopt techniques that are considered to be up to date and effective by the professional community
Chapter 10: Innovation and Change
Innovate or Perish: The Strategic Role of Change 
· Organizations must run quickly in order to keep up with the changes going on around them
· The impact of IT on organizational structure cannot be over emphasized, results in 
· Smaller organizations
· Decentralized structures
· Improved horizontal coordination
· Improved interorganizational relationships
· And the creation of network structures
· Incremental vs. Radical Change
· The changes used to adapt to the environment can be evaluated according to scope
· Incremental Change – represents continual progressions that maintain organizations equilibrium and often only effect one part of the organization
· Continuous progression
· Affects one part of organization
· Through normal structure and mngt process
· Technology improvements
· Product improvements
· Radical Change – breaks from the frame of reference of the organization often transforming the entire organization
· Paradigm break through
· Transforms entire organization
· Creates new structure/mngt
· Breakthrough technology
· New products create markets
· Strategic Types of Change  managers can focus on 4 types of change within the organization to achieve strategic advantage
· Product and Service Changes – new product or service that is designed to increase market share and develop new markets, customers or clients.
· Strategy and Structure Changes – changes that occur within the administration domain that involve the supervision and management of the organization
· Culture Changes – refers to changes in values, attitudes, expectations, beliefs, abilities and behavior of employees
· Technology Changes – changes that occur in the organizations production process including knowledge and skill base that enable distinctive competencies
Elements for Successful Change  regardless of the change, there are identifiable stages that need to occur in order for the change to be successful
1. Ideas – an idea is a new way of doing things
· It may be a new product or service, new mngt concept, or a new procedure for working together I the organization
· Creativity, is the novel ideas that meet perceived needs and respond to opportunities
2. Needs
· A perceived need of change occurs when managers see a gap between actual performance and desired performance in the organization
3. Adoption
· Occurs when decision makers  choose to proceed with a proposed idea
· Key managers and employees must be in support of change
4. Implementation
· Occurs when organization members use new idea/technique/behavior
5. Resources
· Human energy and activity are required to bring about change
· Change requires time and resources for both creating and implementing the idea
Technology Change  In today’s world, anything that isn’t continually developing or acquiring new technology will likely be out of business in a few years. Organizations face a contradiction i=when it comes to technology change, because the conditions that promote new ideas are not generally best for implementing those ideas for routine production.
· Innovative organization – characterized by flexibility and empowered employees and the absence of rigid work rules
· Mechanic Structure – characterized by an emphasis on rules and regulations but is best structured=red for routine production
· Ambidextrous Approach
· Organic vs mechanistic structures with respect to innovation creation vs innovation utilization
· To incorporate structures and management processes that are appropriate to both creation and implementation of innovation
· Organizational design  that are important for exploring new ideas vs the elements that exploit current capabilities
· Techniques for Encouraging Technology Change
· Switching Structures – means an organization creates an organic structure when such a structure is needed for the implementation of ideas
· Separate Creative Departments 
· Creative departments – staff departments such as research and development, engineering, and design create changes for adoption in other departments
· Idea Incubator – increasingly popular ay to facilitate the development of new ideas in a safe environment within the organization
· Venture Teams – technique used to give free rein to creativity within the organization. Often given separate location where they are not constrained by organizational procedures
· Corporate Entrepreneurship – attempts to develop an internal entrepreneurial spirit, philosophy, and structure that will provide a higher number of innovations
New Products and Services  new products and services are a special case of innovation because they are used by customers outside the organization
· New Product Success Rate
· Experts estimate that 80% of new products fail upon introduction and another 10% fail after 5 years
· To be successful, the new product must go through three stages of development
· Technical completion
· Commercialization
· Market success
· Finally only about 12 percent of all products achieve economic success
· Reasons for New Product Success
· Innovating companies have a much better understanding of consumer needs
· Innovating companies made more effective use of outside technology and outside advice
· Top management support is essential
· Horizontal Coordination Model
· Organizational design or achieving product innovation involves 3 components
· Departmental specialization – personnel in different departments are highly competent in their own task (R&D/Marketing/Production)
· Boundary spanning – departments involved have excellent linkage with relevant sectors in the external environment
· Horizontal coordination – means technical, marketing, and production people share ideas and information
· Achieving Competitive Advantage: the need for speed
· To remain competitive, companies are learning to develop ideas into new products and services incredibly quickly
· Get people working together simultaneously on a project rather than on sequence 
Strategy and Structure Change  Organizations around the world have faced the need to make radical changes in terms of structure, strategy, and management. Many org are cutting out layers of management and decentralizing decision making
· Dual Core Approach
· Organizational change that compares administrative and technical changes
· First admin changes occur less frequently than technological changes
· Second admin changes occur in response to different environmental  sectors and follow a different internal process separate from technology
· Admin changes pertain to the design and structure of the organization itself 
· Organizational Design for Implementing Administrative Change
· Mechanic organizational structures are best for frequent admin changes
· Admin changes are more critical than technological changes in many government organizations that are more bureaucratically structured 
· Technical change, such as changes in techniques and innovation technology for new products is facilitated by organic structures that allow ideas to bubble upward
Culture Change  changes in strategy, structure, technologies and products do not happen on their own and require the change of people as well. Employees must learn and adapt
· Forces for Culture Change
· Re-engineering and Horizontal Organizing
· Involves redesigning vertical organization  along its horizontal workflows
· Requires a focus on employee empowerment, collaboration, information sharing, and meeting customer needs
· Diversity
· Diversity is a fact of life for today’s organizations
· Tough policies regarding sexual harassment and racial discrimination are being implemented to support a more diverse work force
· Learning Organization
· Involves breaking down boundaries both within and between organizations to create companies that are focused on  knowledge sharing and continuous learning
· Organization Development
· Focuses on the human and social aspects of the organization as a way to improve the organizations ability to adapt and solve problems
· Emphasizes the values of human development, fairness, openness, and problem solving
· Large group intervention – attuned to bringing about radical and transformational change in organizations operating in complex environments. Usually consists of important stake holders
· Team Building – promote the idea of people working together as a team. A team can be brought together to discuss conflicts, goals, creativity and leadership
· Interdepartmental Activities – representatives from different departments are brought together to expose problems or conflicts, diagnose causes, plan improvements in communication and coordination. Often used in unionized work environments
Strategies for Implementing Change
· Leadership for Change
· Transformational leadership is particularly suited for bringing about change. Leadership of top executives sets the tone for the change that needs to occur
· Leaders build organization wide commitment by taking employees through three steps
· Preparation
· Acceptance 
· Commitment 
· Barriers to change  leaders should expect to encounter resistance
· Excessive focus on costs
· Failure to perceive benefits
· Lack of coordination or cooperation
· Uncertainty avoidance
· Fear of loss
· Techniques for Implementation
· Establish a sense of urgency
· Establish an condition to guide the change
· Create a vision and strategy for change
· Find an idea that fits the need
· Develop plans to overcome resistance to change
· Alignment with needs and goals and users
· Communication and training
· Environment that affords psychological safety
· Participation and involvement
· Forcing and coercion
· Create change terms
· Foster idea champions
Chapter 12: Conflict, Power & Politics
Intergroup Conflicts n Organizations  3 requirements: group identification, observable group differences, frustration.
· Sources of Conflict
· Goal Incompatibility – the achievement often departments goal often interferes with another departments goal
· Differentiation – the differences in cognitive and emotional orientations of mangers from different departments
· Task interdependence – the dependence of one unit on another for resources, materials, and information
· Sequential interdependence - little
· Pooled interdependence – one’s output is another’s resource
· Racal interdependence – mutual exchange
· Limited Resources – competition between groups for wat members perceive as limited resources
· Rational Versus Political Model
· Political Model
· When conflict is high, the political model describes the organization
· Disagreement and conflict are normal, so influence and power are needed to reach decisions
· Ambiguous information is withheld and used strategically
· Rational Model
· When conflict is low, the rational model describes the organization
· It is an ideal that is not fully achievable in the real world\goals are clear choices and made in a logical way
· Characterized by centralized power and control, extensive information systems, and efficiency in operation
Power and Organizations  the power of a person or a department to have influence over another
· Individual versus Organizational Power
· Legitimate power – the authority granted by an organization to the formal management position
· Reward power - stems from the ability to bestow rewards
· Coercive power -  the authority to punish
· Expert power – stems from a person’s greater knowledge or skill of a task
· Referent power – derived from personal characteristics ( people admire the manager)
· Power versus Authority  authority is a force for achieving desired outcomes as prescribed by the formal hierarchy
· Authority is vested in Organization Positions
· Authority is accepted by subordinates
· Authority flows down the vertical hierarchy
· Vertical Sources of Power
· Formal Position
· People through-out the organization accept the right of upper managers to set goals, make decisions, and direct activities. (legitimate power)
· Resources
· Top managers decide on the allocation of resources throughout the organization and therefore provides power
· Can be used as punishment/reward
· Control of Decision Premises and Information
· Mangers can place constraints on decisions made at lower levels
· Network Centrality
· Being centrally located in the organization and having access to information and people critical to the company
· People
· Leaders increase their power by surrounding themselves with loyal executives
· The Power of Empowerment  top managers want to give lower level employees more power so they can do their job more effectively
· Employees receive information about the company performance
· Employees have knowledge and skills to contribute to organizational goals
· Employees have the power to make substantive decisions
· Horizontal Sources of Power
· Strategic Contingencies
· Events and activities inside and outside of the organization that are essential for attaining organizational goals
· Power Sources
· Dependency – having something some else wants
· Financial Resources – person with the gold makes the rules
· Centrality – reflects departments role in the primary activity of the organization
· Nonsubstitutability – departments function cannot be performed by readily available resources
· Coping with Uncertainty – departments that reduce uncertainty have greater power
Political Processes in Organizations  Politics is Intangible and difficult to measure
· Most managers have a negative view towards politics and believe that will more often hurt than help the organization reach their goals
· Most managers believe political behavior is common in all organizations
· Most managers believe that political behavior occurs more often at upper levels of the organization
· Most managers believe that political behavior arises in certain decision domains
· Definition – is the use of power to influence decisions in order to achieve those outcomes
· 2 ways to define politics
· Self-serving behavior
· Natural organization decision process
· Organizational politics - involves activities to acquire, develop, and use power and other resources to obtain outcomes when there is uncertainty and disagreement
· When is Political Activity Used?
· Mechanism used to arrive at consensus when uncertainty is high and there is a disagreement over goals o problem priorities
Using Power, Politics, and Collaboration
· Tactics for increasing power
· Enter Areas of high uncertainty
· Create dependencies
· Provide scarce resources
· Safety strategic contingencies
· Political Tactics for Using Power
· Build conditions and expand networks
· Assign loyal people to key positions
· Control decision premises
· Enhance legitimacy and expertise
· Make a direct appeal
· Tactics for Enhancing Collaboration
· Create integration devices
· Use confrontation and negotiation
· Schedule intergroup consultation
· Practice member rotation
· Create shared mission and superordinate goals
