Pre-Midterm Content:

Chapter 1: Organization and organizational theory
Perspectives on organization's
· Open systems
· Closed system:
· Does not depend on environment
· Autonomous, enclosed, sealed from outside world 
· True closed system does not really exist
· FOCUS ON INTERNAL EFFICIENCY 
· Open system:
· Must interact with environment to survive (cannot cut itself off from the environment)
· Internal efficiency one issue 
2. Because every system must interact with the environment in order to survive
. System
3. Set of interacting elements that acquires inputs from the environment, transforms them, and discharges outputs to the external environments 
1. People interact and depend on each other to work
3. Subsytems
2. Several make up a system
2. Perform functions required for organizational survival
2. EX production, boundary spanning, ETC

· Organizational configuration framework  - Mintzberg’s 5 organizational parts
· Exhibit 1.5a has example of what framework looks like
· 5 parts
. Top management
1. Provides directions, strategy goals and policies for the entire organization or major divisions 
. Middle management
2. Responsible for implementation and coordination at the departmental level
2. Also responsible for mediating between top management and the technical core
. Technical core
3. People who do the basic work of the organization
1. EX a teller at a bank
3. Where the primary transformation from inputs to outputs takes place
. Technical support staff
4. Helps the organization adapt to the environment
4. Includes engineers, researchers, ETC
4. Creates innovations for the technical core
. Administrative support staff
5. Responsible for the smooth operation and upkeep of the organization
1. Includes physical and human elements (hr elements)
. 5 parts interrelated and often serve more than 1 subdivision
· For organizational types and their basic components see exhibit 1.5b (unsure if we need to actually know this)

Chapter 2: organizational structure and design
Assessing organizational effectiveness
· Organizational goals represent the reason for an organization's existence and outcomes it seeks to achieve 
· Effectiveness evaluates the extent to which multiple goals are attained
· Hard to measure in organizations because of size and multiple operations they run
· Also lots of aspects are qualitative, causing managers confusion
· Created soft indicators such as ‘customer satisfaction’
· Efficiency is the amount of resources used to produce a unit of output
· Measured as a ratio of inputs to outputs
Contingency effectiveness approaches
· Focus on different parts of the organization
· Goal approach
· Corned about whether the organization achieves its goals in terms of desired levels of output
· Indicators
· Important goals are called operative goals → use these goals to measure effectiveness because they reflect activities organization's are actually performing 
· Usefulness
2. Easy to measure output (EX profit, sales, ETC)
2. Shortcomings 
3. Multiple goals: if goals are multiple and conflicting sometimes they cannot be assessed by a single indicator, and departments and organizations could have different goals 
1. So organization's use a balanced approach and weigh each goal the same
3. Subjective measures of goal attainment: ex tough to measure employee welfare and social responsibility. Have to use information from internal and external environment to effectively measure 
· Resource based approach
· Assess effectiveness by observing the beginning of the process and evaluating whether the organization effectively obtains resources necessary for high performance 
· Organization effectiveness is defined as the ability of the organization, in either absolute or relative, to obtain scarce and valued resource and successfully integrate and manage them
· Indicators of effectiveness
. Bargaining position: ability of the organization to obtain from its environment scarce and valued resources, including financial resources, raw materials, HR, knowledge, and technology
. Abilities of the organization decision makers to perceive and correctly interpret the real properties of the external environment  
. Abilities of managers to use tangible and intangible resources in d2d organizational activities to achieve superior performance
. Ability of the organization to respond to changes in the environment
· Usefulness
. Valuable when other indicator of performance are difficult to obtain
· Shortcomings
. Doesn't really consider organizations link to the needs of the external environment customers
· Internal process approach
· Looks at internal activities and assesses effectiveness by indicators of internal health and efficiency 
· Effective organization has a smooth, well oiled internal process
. Happy employees
. Department activities mesh with each other
· Does not consider external environment
· Indicators
. Organization's economic efficiency (higher is better)
. Strong organizational culture and positive work climate
. Team spirit, group loyalty, and teamwork
. Confidence, trust, and communication between workers and management 
. Decision making near sources of information, regardless of where those sources are on the organization chart 
. Undistorted horizontal and vertical communication; sharing of relevant facts and information
. Rewards to managers for performance, growth, and development of subordinates and for creating an effective work group
. Interaction between the organization and its part, with conflict that occurs over project resolved in the interest of the organization 
· Usefulness
. Good way to assess organizational effectiveness because good HR and happy employees and positive organizational culture are vital to an organization's survival
· Shortcomings
. Does not consider external environment or outputs
. Measurements of success are often subjective and not quantifiable 
· Integrated effectiveness model
· Aka Competing values model
· Tries to balance a concern with various parts of the organization rather than focusing on one part
· Acknowledges organizations do many things and have many outcomes
· Based on assumption that there are disagreements and competing viewpoints about what constitutes effectiveness
· Indicators
. 2 types of focus for organization's (value dimension 1)
1. Internal: reflects a management concern for the well-being and efficiency of employees
1. External: represents an emphasis on the wellbeing of the organization itself with respect to the environment 
. 2 types of organizational structures
2. Stable:  reflects management value for efficiency and top down control
2. Flexible: value for learning and change
                                                Four approaches to effectiveness values
	
	internal
	external

	flexibility
	Human relations emphasis

-Primary goal: HR development
-subgoals: cohesion, morale, training
	Open system emphasis

-Primary goal: growth and resource acquisition
-Subgoals: flexibility, readiness, external evaluation

	control
	Internal process emphasis

Primary goal: stability, stability
Subgoals: information management, communication 
	Rational goal emphasis

-Primary goal: productivity efficiency, profit
-Subgoals: planning, goal setting


                                             Structure (control or flexible)     
                                              Focus (internal or external)
· Usefulness
· Integrates diverse concepts of effectiveness into a single perspective
· Model calls attention to effectiveness criteria as management values and shows how opposing values exist at the same time
· Balanced scorecard
· Comprehensive management control system that combines traditional financial measures with operational measures relating to an organization's critical success factors 
· 4 major perspectives
· Financial performance
1. Reflects a concern that the organization's activities contribute to improving short and long term financial performance
2. Customer service
2. Measures things such as how customers view organizations as well as customer retention and satisfaction 
2. Internal business process
3. Focus production on production and operating statistics, such as order fulfillment or cost per order 
2. Organization's capacity for learning and growth 
4. Focusing on how well resources and human capital are being managed for the company's future  
Principle of fit
· Principle of fit: an organization is more likely to be effective when their is a good fit between the organizations and its environment, and within organizational elements
· IE goals and strategy should fit the environment, and organizational design should fit with the goals and strategy
Different forms of organizations and their goals
· Organizational forms
· For profit business
· Sole proprietorship
· Partnership
· Corporation
· Co-operative
4. Business that are owned and operated by and for members (think credit unions)
4. Democratically controlled: 
2. One member gets one vote regardless of business done with co-op
4. Principles
3. 1. Voluntary and open membership
3. 2. Democratic member control
3. 3. Member economic participation
3. 4. Autonomy and independence
3. 5. Education, training and information
3. 6. Co-operation among co-operative
3. 7. Concern for community
. Can also be for a unique goal/purpose
5. Social enterprises
1. Application of entrepreneurial business skills to the creation of an enterprise whose primary purpose is to solve social and environmental problems
1. A mix of
2. Traditional business entrepreneurs who see and act upon opportunities to create value
2. Traditional social workers and environmentalists: understand and care about social justice and quality of life and conserving and improving the natural environment
2. Try to maximize social or environmental concerns and will often go zero-sum on profitability 
5. Benefit corporations
2. New class of corporation that voluntarily meets higher standards of corporate purpose, accountability, and transparency
2. 3 things must do
2. Have a corporate purpose to create a material positive impact on society and the environment
2. Are required to consider the impact of their decision not only on shareholder but also workers, community, and the environment
2. Required to make available to the public an annual benefit report that assesses their overall social and environmental performance against a third party standard
2. Can be legally incorporated as a B corp in some US states
2. Can get certified as a B corp anywhere
4. As long as you meet the standards set to become one
5. Designated as a CIC (community interest company)
3. Only in BC or nova scotia
3. Problem: regular limited liability companies who have desire to work toward social good may find it difficult to ensure that their assets are dedicated to public benefit 
3. Requirements
3. Community purpose
3. Cap on ROI
3. Restrictions on asset transfer
3. Asset lock
4. Upon dissolution, can only transfer assets to other organizations with community purpose
3. Community interest report
5. Report for shareholders and gov’t that outlines how company has benefitted the community 
· government/public sector
· Non-profit/NGO/civil society
Three types of goals
· Official goals
· Apply to the company's vision and mission statement
· Attempt to legitimize the organization 
· Official goals and mission statements describe the value system of the organization
· More general and less define than operative goals:
· EX: be the #1 pizza place in italy
· Often done through mission statements
· Operative goals
· Actual goals the measure specific outcomes. These quantify the official goals at every subset of the organization 
· Represent the primary task of the organization
· Types of operative goals
· Performance
1. EX profit
3. Resources
2. How well companies acquire resources that are needed
3. Market
3. The market share the company desires
3. Employees 
4. Refers to training, promotion, safety, and growth of employees
3. Innovation and change
5. Pertain to internal flexibility and readiness to adapt to unexpected changes in the environment
5. Often defined in terms of the development specific new innovations
3. Productivity 
6. Inputs needed to produce an output
· Informal goals
. Driven by org culture, what actually happens in the org instead of what they say the official goals are
1. EX Enron has its goals and values of integrity, honesty ETC, but the employees were very competitive, cutthroat, doing what you can to make money because of the culture of the organization
· Importance of goals
. Official goals and mission statements describe value system for the organization
1. Legitimize the organization

Porter's competitive strategies
· Managers evaluate two different factors
· Competitive advantage
1. Low cost 
1. Uniqueness
1. Competitive scope
2. Broad 
2. Narrow 
. Differentiation
2. Show how our product is different that competition
2. Target customer's not concerned with price
2. Can reduce rivalries→ through customer loyalty 
2. Need to have strong marketing abilities and creative employees who are given the time and funds to innovate to do this
. Low cost leadership
3. Tries to increase market share by emphasizing low cost compared to competitors
3. Concerned primarily with stability rather than taking risks or seeking new opportunities for innovation and growth
3. Help a company defend against current competitors because customers cannot find lower prices than yours
. Focus 
4. Concentrates on specific buyer group using one of the two above strategies
. Should choose a strategy in order to make the most profits you can
. This model is criticized for being too generic and not that useful for managers 

Miles and snow's strategy typology → the strategies
. Formulate strategies that will be contingent with external environment
. Prospector
2. Innovate, take risks, seek out new opportunities and grow
2. Suited to a dynamic growing environment, where creativity > efficiency
. Defender
3. Concerned with stability or retrenchment
3. Holds on to current customers, but neither seeks to innovate or grow
3. Concerned with internal efficiency and control to produce reliable, high quality goods
3. Works in a declining industry or stable environment
. Analyzer
4. Tries to maintain a stable business while innovating on the periphery
4. Some products will be targeted toward stable environments with an efficiency strategy
4. Other products targeted toward new dynamic environments where growth is possible
. Reactor
5. Reactors respond to environmental threats and opportunities in an ad hoc fashion 
5. Top management does not have a strategy and reacts to threats as they appear
5. Not a recommended strategy due to the fact it usually leads to failure f the company because it is tough to just react
· How strategies affect organizational design
. Strategies need to support the firm's organizational design
1. This means that a company that wants to reach a new client base should not be using a defender strategy
· Other factors influencing organizational design
. Environment
1. The stability of the environment
1. When less stable have to be constantly innovating
. Technology
2. IE mass production and ebusiness will have different structure and design
1. Mass production would have tight control 
. size/life cycle
. Location (culture of people)
4. Different strategy in quebec than ontario→ because they are french canadian fucks
. Culture
5. Organizational culture
1. Do the organization value teamwork? Productivity? 
Chapter 3: Fundamentals of organizational structure
Information Linkages

· Organization's should be designed to provide both vertical and horizontal information flow as necessary to accomplish the organization's overall goal
· If structure does not fit the information requirements of the organization, people will have too little information or will spend time processing information that is not vital to their tasks, thus reducing effectiveness
· Try and find the best mix of these two linkages, as well as a mix of decentralized and centralized policies
· Linkage: the communication and coordination among organizational elements
· Vertical information linkages (structure)
· aspects
· Specialized tasks 
· Strict hierarchy, many rules
· Vertical communication and reporting systems 
· Few teams, task forces, or integrators
· Centralized decision  
5. Problems and decisions funnelled to top levels for resolution
. Designed for efficiency, control
. Facilitate communication among employees and departments that is necessary to accomplish the organization's overall task
. Used to coordinate activities between the top and bottom of an organization
. Employees carry out activities consistent with top level goals→ top level officials informed of product
. Strategies to achieve vertical linkage	
6. Hierarchical referral: take concern to next level of superiors, gets answered, then passed back down to lower levels
6. Rules and plans: establish rules to eliminate problems and decisions that are repeated→ sets standing information for employees
2. EX a budget
6. Vertical information systems
3. Include periodic reports, written information, and computer based communications distributed to managers
3. Make hierarchy more efficient 
· Horizontal information linkages (structure) 
. aspects
1. Shared tasks, empowerment 
1. Relaxed and hierarchy, few rules
1. Horizontal communication, face-to-face
1. Many teams and task force
1. Decentralized decision making
5. Authority is pushed down to lower levels
. Designed for learning, coordination and collaborations
. Used to coordinate activities between the top and bottom of an organization
. Overcomes barriers between departments and provides opportunities for coordination among employees to achieve unity of effort
4. EX all the different workers on the floor together to ensure communication 
. Strategies to achieve horizontal information linkages
5. Information systems
1. Enable managers and workers throughout the organization to routinely exchange information about problems, opportunities, activities or decisions
1. Encourage employees to use the company's information systems to build relationships all across the organization
1. Database makes it easy for employees across borders to seek out each other
5. Direct contact
2. Can create a liaison for contact between departments 
1. Creates contact and gets info flowing
1. Downside: only link two departments
. Task forces
3. Made up of workers from all divisions
3. Effective for temporary issues
. Full time integrator
4. Ex project manager, program manager
4. Located outside the departments and is responsible for coordinating  several department 
2. Ex could coordinate accounting and finance departments
. Teams 
5. Strongest horizontal linkage
5. Used in conjunction with a full time integrator
5. Permanent task forces made up of members of all departments
5. Can be done virtually → allows departments from all over the world to be part of the team
Functional, divisional, and geographical designs
· Functional structure
· Activities grouped together by common function from the bottom to the top of the organization 
· EX engineers stay in the engineering department
· Strengths
· Allows economies of scale within functional departments
· Enables in depth knowledge and skill development
· Enables organization to accomplish functional 
· Is best with only one or a few products 
· Weaknesses
· Slow response time to environmental changes
· May cause decisions to pile, hierarchy overload
· Leads to poor horizontal coordination among
· Results departments 
· Involves restricted view of organizational goals
· Functional structure with horizontal linkages
· Used to compensate for the problems with the vertical functional hierarchy 
· Divisional structure
· Aka as product structure or strategic business units 
· Promotes more flexibility and change because each unit is smaller and can adapt to the environment 
· Decentralizes decision making
· Strengths
· Suited to fast change in unstable environment
· Leads to customer satisfaction because product responsibility and contact points are clear
· Involves high coordination across function
· Allows units to adapt to differences in products, regions, customer's
· Best in large organizations with several products
· Decentralizes decision making
· Weaknesses
· Eliminates economies of scale in functional departments 
· Leads to poor coordination across product lines
· Eliminates in depth competence and technical specialization 
· Makes integration and standardization across product lines difficult
· Geographical structure
· Grouping the organization's users or customers by geographical location
· Each geographic unit includes all functions necessary to produce and market products in that region
· Units are semi-autonomous 
· Organization can adapt to specific needs of own region
· Employees identify with regional goals as opposed to national goals
· Horizontal coordination within a region is emphasized

	Vertical
	           Aspects
	Horizontal

	specialized
	            tasks
	shared

	strict
	           hierarchy
	relaxed

	Vertical (top down)
	          communication
	horizontal

	few
	              teams
	many

	centralized
	        Decision making
	decentralized



Matrix structure
· Used when both product and function or product and geography are emphasized at the same time
· Both technical expertise and product innovation are important for meeting organizational goals
· Unique characteristic is that both product division and functional structures are implemented simultaneously
· Product managers are given formal authority equal to that of functional managers 
· Conditions for the matrix
· 1. Pressure exists to share scarce resources across product lines
· Typically a medium size organization with moderate number of product lines
· 2. Environmental pressure exists for two or more critical outputs
· EX in depth technical knowledge and frequent new products
· Dual pressure means a balance of power is needed between the two sides of the organization
· 3. Environmental domain of the organization is both complex and unstable
· Under these conditions vertical and horizontal lines of authority must be given equal recognition 
· Matrix can be hard to implement and maintain because one side of the authority structure often dominates
· Two versions of the matrix have evolved
· Functional matrix: functional bosses have primary authority and the project managers simply coordinate product activities
· Product matrix: project managers have primary authority and functional managers simply assign technical personnel to projects and provide advisory expertise as needed
· Best used when environmental change is high and when goals reflect dual requirement
· Strengths and weaknesses 
· Strengths
· Achieves coordination necessary to meet dual demands from customers
· Flexible sharing of HR across products
· Suited to complex decisions and frequent changes in unstable environment
· Provides opportunity for both functional and product skill development
· Best in medium sized organizations with multiple products
· Weaknesses
· Causes participants to experience dual authority, which can be frustrating and confusing
· Means participants need good interpersonal skills and extensive training
· Is time consuming; involves frequent meetings and conflict resolution sessions
· Will not work unless participants understand it and adopt collegial rather than vertical type relationships
· Requires great effort to maintain power balance 
Horizontal structure
· Organizes employees around core processes
· Organizations shift to this structure through re-engineering
· Re-engineering: the residues of a vertical organization along its horizontal workflows and processes
· process an organized group of related tasks and activities that work together to transform inputs into outputs that create value for customer's
· EX Customer service, new product development
· After this happens, all the people throughout the organization who work on a particular have easy access to one another so they can communicate and coordinate their efforts
· Characteristics
· Structure is created around cross functional core process rather than tasks, functions, or geography→ no boundaries between departments
· Self directed teams are the basis of organizational design and performance
· Process owners have responsibility for each core process in its entirety
· Team members are crossed trained to perform one another jobs, and the combined skills are sufficient to complete a major organization's task 
· Teams have the freedom to think creatively and respond to flexibly to new challenges that arise
· Customer's drive the horizontal corporation
· Effectiveness is measured by end of process performance objectives
· Culture is one of openness, trust, collaboration, focused on continuous improvements
· Values employee empowerment, responsibility, well-being
· Strengths and weaknesses
· Strengths 
· Promotes flexibility and rapid response to changes in customer needs
· Directs the attention of everyone toward the production and delivery of value to the customer 
· Each employee has a broader view of organizational goals
· Promotes a focus on teamwork and collaboration
· Improves quality of life for employees by offering them the opportunity to share responsibility make decisions,and be more accountable for outcomes 
· Weaknesses
· Determine core processes is difficult and time consuming
· Requires changes in culture, job design, management philosophy, and information/reward systems
· Requires significant training of employees to work effectively in a horizontal team environment
· Traditional managers may not want to give up authority
· Can limit in-depth skill  development
Virtual network structures
· Extents the concept of horizontal coordination and collaboration beyond the boundaries of the traditional organization 
· Advantages of outsourcing 
· Offer long term contribution in terms of maximizing opportunities
· Short term trouble avoidance
· AKA a modular structure
· Viewed as a central hub surrounded by a network of specialists
· Separate company's you have outsourced activities too
· These companies can flow in and out of the system as they are needed
· Firm can concentrate on what is does best and contract out everything else to companies with distinctive companies in the areas they are not good at
· Strengths and weaknesses
· Strengths
· Enables even small organizations to obtain talent and resources worldwide
· Gives company's immediate scale and reach without huge investments 
· Enables organizations to be highly flexible and responsive
· Reduces administrative overhead costs
4. Large teams of administrators are not needed
. Weaknesses 
2. Managers do not have hands on control over many activities and employees
2. Requires a great deal of time to manage relationships and potential conflicts with contract partners
2. Employee loyalty and organizational culture might be weak because employees feel they can be replaced by contract services
Hybrid structures
· Combines characteristics of various approaches tailored to specific strategic needs
· Tend to be used in rapidly changing environments because they offer organization greater flexibility
· Common one combines the functional and divisional structures
· EX have some processes centralized (such as accounting) and others decentralized (such as product development)
· The centralized department provides services for the entire organization
Applications of structural design
· Structural alignment
· Functional structure is appropriate when the needs of the organization have to be communicated vertically
· Many use a hybrid structure in order to combine characteristics 
· From most vertically oriented structures to most horizontally oriented 
· Functional functional with cross functional teams→ divisional→ matrix→ horizontal→ virtual network
· Symptoms of structural deficiency (may want to put in examples when studying for midterm)
· Decision making delayed or lacking in quality
· Organization does not respond innovatively to a changing environment
· Employee performance declines and goals are not being met
· Too much conflict is evident

Reporting Relationships
Organizational design alternatives
· Required work activities
· Departments created to perform tasks considered strategically important to the company 
· As organizations get larger more and more functions need to be performed
1. So they define new departments as a way to accomplish tasks deemed valuable by the organization
· Reporting relationships
. Fit between activities and departments in the organizational hierarchy 
. Aka chain of commanded
2. Show who reports to who
· Departmental group options
. 5 possible options
1. Departmental grouping
1. Affects employees because they share a common supervisor and common resources
1. Jointly responsible for performance
1. Tend to identify and collaborate with one another
1. Functional grouping 
2. Who perform similar functions or work process or who bring similar knowledge and skill to bear
1. Divisional grouping
3. Means people are organized according to what the organization produces 
1. EX by “all people used to produce toothbrushes”
. Multifocus grouping
4. Organization embraces two structural grouping alternatives simultaneously 
1. Often know as matrix design
. Horizontal grouping
5. Employees are organized around core work process, the end-to-end work, information, and material flows that provide value directly to customer
5. All people who work together on a core process are brought i a group rather than being separated
. Virtual network grouping
6. Organization is a loosely connected cluster of separate components
1. Departments are like separate organizations that are electrically connected for the sharing of information and completion of tasks 
Chapter 4: The external environment
Environmental domain 
· Organizational environment
· All elements that exist outside of the boundary of the organization that have the potential to affect all or part of the organization
· Looks at the green environment only indirectly 
· This means managers are indirectly responsible for the damage to their green environment and should work on implementing programs to help combat this
1. EX NHLPA carbon neutral challenge - players trying to offset their carbon footprint by purchasing carbon credits
. Environment of organization understood by analyzing its domain with external sectors
3. Domain: the chosen field of action by the organization→ territory an organization stakes out for itself
3. Sectors: subdivisions of the external environment that contain similar elements
2. The 10 sectors are called the task environment and the general environment
· Task environment
. Includes sectors with which the organization interacts directly and that have a direct impact on the organization's goals
1. Industry sector - EX netflix eliminating blockbuster by being a game changer in the industry
1. Raw materials sector - EX making sure materials are environmental friendly but also not too expensive to produce
1. Market sector - EX how the different generations affecting buying tendencies
1. Human resources sector - EX the gap between literate and illiterate workers, and the candidates who possess the superior abilities 
1. International sector - have to keep globalization and more incentive competition that arises from it in mind
5. Outsourcing is a common issue
· General environment
. Includes sectors that might not have a direct impact on the daily operations of the firm but will indirectly influence it
1. Government sector - legislation can affect how organizations do business
1. Socio-Cultural sector - shifting demographics causes issues in where labour is going to come from, and affects how workers may interact with each other
1. Technology sector - technology is rapidly changing and expanding, so organizations have to be able to keep up
1. Financial resources sector - often most important sector for startups (because it concerns the financial resources of the organization)
1. Economic conditions sector - organizations have to keep this in mind in order to avoid making a mistake in bad economic conditions (EX buying something you can't afford)
· International context
. Globalization has made this super important
1. The difference between foreign and domestic operations are becoming increasingly irrelevant
1. Goods you purchase are now made all over the world
1. Companies also buy other companies all around the world, not just in the nation the purchasing company is located
Environmental Uncertainty

· Applies primarily to those sectors that an organization deals with on a regular basis
· So usually focus on task environment
· Total amount of uncertainty is the uncertainty accumulated across environmental sectors 
· Make sure to do your best to make uncertainty as low as possible
· Several dimensions to analyze uncertainty, two main ones below
· Simple-complex dimension
· Concerns environmental complexity
· Number and dissimilarity of external elements relevant to an organization's operations
· More external factors that regularly influence the organization and the greater number of rival organization's in an organization's domain increase the complexity of the environment
· Stable-unstable dimension
· Refers to whether elements in the environment are dynamic
· If the environment is constantly shifting abruptly and unexpectedly, it is unstable
1. Can happen if one company moves aggressively with regards to advertising and new products
1. Most organization's environment is unstable
1. If environment is the same over a long period of time, it is stable
2. Example is public utility
· These dimensions boil down to two essential ways the environment influences organization's
. 1. Need for information about the environment
. 2. Need for resources from the environment

· Framework for environmental uncertainty 

	                                                                                   Environmental Complexity

	








Environmental change
	
	Simple
	Complex

	
	stable
	Low Uncertainty:
-Small number of external and elements 
-Elements remain the same or change slowly
Example: soft drinks, beer, food processors
	Low-moderate uncertainty
-large number of external elements
-elements remain the same or change slowly
Example: universities, insurance company's  

	
	unstable
	High-moderate uncertainty 
- small number of external elements and elements are similar
-elements change frequently and unpredictably
Example: e commerce, fashion

	High uncertainty
-large number of external elements and elements are dissimilar
-elements change frequently and unpredictably
Example: computer firm's, telecommunications firm's 



Adapting to environmental uncertainty
· Organization's need to have the right fit between internal structure and the external environment
· Positions and departments
· As complexity and uncertainty in external environment increases, so does number of positions and departments in the organization→ increased internal complexity
· Because each sector of external environment requires a department to deal with it
· Buffer and boundary spanning
· Traditional approach to deal with uncertainty was to Establish buffer roles to absorb uncertainty from the environment
· Buffer departments surround the core departments and exchange materials, resources and money between the environment and the organization
· Now try to drop the buffers and expose core to the environment→ helps improve connection to customer's and supplier's→ makes organization more fluid and adaptable
· Boundary spanning roles 
· link and coordinate an organization with key elements in the external environment 
· Primarily concerned with the exchange of information to
2. Detect and bring into the organization information about changes in the environment
2. Send information into the environment that presents the organization in a favourable light
4. Greater the uncertainty greater the importance of boundary spanning roles→ prevent organization from going stagnant 
4. Business intelligence
4. High Tech analysis of large amounts of internal and external data to spot patterns and relationships that might be significant
4. Competitive intelligence
5. Gives top executives a systematic way to collect and analyze public information about rivals and use it to make better decisions
. People at grassroots level are often able to see and interpret changes or problems sooner than managers, so involve everyone in boundary spanning activities
. Boundary task of sending info to the environment to represent the organization is used to influence other people's perception of the organization (think marketing)
· Differentiation and integration
. Organizational differentiation: differences in cognitive and emotional orientations among managers in different functional departments, and the difference in formal structure among these departments
1. EX R&D department has a scientific sub environment team, a scientific journals team, a professional association's team, and research centers 
1. Structure will be different depending on the goals of the department 
1. When environment is complex and changing, departments become highly specialized to handle the uncertainty in their external sector
1. High differentiation  makes coordination among departments difficult→ more time and resources have to be dedication to coordination
. Integration: quality of collaboration among departments
2. Formal integrators often required to coordinate departments
2. High uncertain environment→ more integration
2. Also called project managers, liaisons, brand managers, coordinators
· Organic vs mechanistic management process
. Stable environment→ use mechanistic
1. Tasks broken down into specialized, separate parts
1. Tasks are rigidly defined
1. There is a strict hierarchy of authority and control, and there are many rules
1. Knowledge and control of tasks are centralized
1. Communication is vertical
. Unstable environment→ use organic
2. Employees contribute to the common tasks of the department
2. Tasks are adjusted and redefined through employee teamwork
2. Their is less hierarchy of authority and control; few rules
2. Knowledge and control of tasks are located anywhere in the organization
2. Communication is horizontal 
2. Learning organization, horizontal, virtual organization's all are organic
· Planning, forecasting, and responsiveness
. Point of increasing internal organizational integration and shifting to organic process is to enhance the organization's ability to quickly respond to sudden environmental changes
1. Makes planning more important→ keeps organization ready for a speedy response and soften impact of external shifts
1. Planning extensive and may forecast various scenarios
1. Cannot substitute for boundary spanning or integration 
Resource dependence
· Means that organization's depend on the environment but strive to acquire control over resources to reduce their dependance → try to be as independant as possible to not depend on other organizations
· Organization's that have resource will stay on their own, and organizations that do not will give up independence to acquire them
· Once an organization becomes dependent on another the other organization gains power and can influence the organization's decisions 

 More stuff
· Organization's are open systems
· Dependent on environment and resource
· Control over resources minimizes dependence
· Reduces environmental uncertainty 
· Organization's can team up to share scarce resources
· Create formal interorganizational relationships 
· Controlling resources
· Ownership
· One company's buys part of or controlling interest in another
· Reduces uncertainty for buying company
· Strategic alliances
· Used when high level of complementarity between the business lines, geographical positions or skills of two companies 
· Can be done through
2. Contracts
1. Come in form of licence arrangement that involve purchase of the right to use an asset for a specific time and supplier arrangements
1. Provide long term security by tying customer and suppliers to specific amounts and prices
2. Joint ventures
2. creation of a new organization that is formally independent of the parents, but parents share some control
2. Organization's share risk and costs 
· Cooptation, interlocking directorates
. Coopatition
1. Occurs when leaders form important environmental sectors are made part of the organization → they are now more likely to include companies interest in decision making 
. Interlocking directorates
2. Formal linkage that occurs when a member of the BOD sits on the BOD of another country, thus creating a communications link between the two company's
2. Direct interlock: one individual is the link between two companies
2. Indirect: director of company A and director of company B are both directors of company C 
· Executive recruitment 
. Transferring or exchanges executives creates channels of influences and communication with external organizations 
· Advertising and PR
· Establishing favourable linkages through advertising
· Important in highly competitive consumer industries and industries that experience favourable demand 
· Controlling environment
· Change domain
. Can change the domain they operate in if they feel threatened by the environment and have the finds to make a change 
· Political lobbying
. Trying to influence gov’t legislation and environment to make it more favourable for tour company (EX lobbying)
· Trade association 
. Join with other organizations to try and change the environment --> more funds means more ways to influence change
· Illegitimate activities 
. Trying to change the environment through illegal/unethical activities 
1. EX price fixing, price discrimination

Controlling Environmental resources
· Two strategies to manage resources in the external environment
· Establishing interorganizational linkages
· Ownership
1. used when companies buy a part of or a controlling interest in another company 
1. Can be done through acquisition or merger
1. Reduce uncertainty in an area for the acquiring company
1. Formal strategic alliances
2. Used when there is a high level of complementarity between the business lines, geographical positions, or skills of two companies
2. Reduce uncertainty through legal and binding relationships 
2. Contracts:
1. Come in form of licence arrangement that involve purchase of the right to use an asset for a specific time and supplier arrangements
1. Provide long term security by tying customer and suppliers to specific amounts and prices
2. Joint ventures: 
2. creation of a new organization that is formally independent of the parents, but parents share some control
2. Organization's share risk and costs 
. Cooptation, interlocking directorates 
3. Coopatitiion
1. Occurs when leaders from important environmental sectors are made part of an organization → they are now more likely to include the company's interests in there decision making
3. Interlocking directorates
2. Formal linkage that occurs when a member of the BOD sits on the BOD of another company→ communications link between the two companies
2. Direct interlock: one individual is the link between two companies
2. Indirect: director of company A and director of company B are both directors of company C
. Executive recruitment
4. Transferring or exchanging executives can establish favour linkages within external organizations → channels of influence and communication
. Advertising and PR
5. Establishing favourable linkages through advertising
5. Especially important in highly competitive consumer industries and in industries that experience variable demand 
5. PR is similar to advertising but stories are often free
· Controlling environmental domain
. Change of domain
1. Can change the domain they operate in if they feel threatened by the environment and have the funds to make a change
. Political activity, regulation
2. Trying to influence government legislation and environment to make it more favourable for your company (lobbying an example) 
. Trade associations
3. Join with other organizations to try and change the environment→ more funds means more ways to influence change 
. Illegitimate activities
4. Trying to change the environment through illegal/unethical activities  
1. EX price fixing, price discrimination
· As a general rule, organizations will use these strategies when resources are scarce
Relationship between business, society and nature
· Three possible views
· Disparate view
· Business is the priority, S&N considered if aligns with business interests
· Enviro scan: perceive narrow range of issues
· Intertwined view
· B, S & N are equally important and interconnected
1. Basically this means that each one is considered equally, none more than the other
2. Enviro scan: attend to broad variety of issues
. Embedded view
3. Nature takes priority, then society, and business last
3. Business is nested within society, which is nested within nature, so nature is most important
3. Enviro scan: attend to broad variety of issues
Tools for analyzing the environment 
· PESTEL (political, economic, legal, socio-cultural, technological, environmental, and legal factors that might affect the success of your business
· SWOT (strength, weakness, opportunities, threats)

· Stakeholder analysis
. 1. List all your stakeholders (people and organization's who affect your business, or who are affected by your business)
. 2. Identify power and their interest
. 3. Draw a matrix with the two parameters power and interest 
. 4. Map the stakeholders on the matrix depending on their characteristics 
· Matrix
	                                                                                         Interest

	
Power
	
	Low 
	High

	
	High
	Keep satisfied
	Manage closely 

	
	Low
	monitor
	Keep informed


Chapter 5: Inter-organizational relationships
· Interorganizational framework
· Four perspectives
· 1: resource dependence--> ways to deal with each other to reduce dependence on each other
· 2: Collaborative networks→ organization's allow themselves to become dependent on other organizations to increase value and productivity for both
· 3: population ecology → examines how new organization's fill niches left open by established organizations, and how a rich variety of new organizational forms benefits society
· 4: institutionalism → explains why and how organizations legitimate themselves in the larger environment and design structures borrowing idea from each other 
Background information
· Definitions
· Interorganizational relationships
· Relatively enduring resource transactions, flows, and linkages that occur among many organizations 
· Organizational ecosystems
· A system formed by the interaction of a community of organizations and there environment 
· Competition vs cooperation

	Competition
	Cooperation

	Suspicion, competition, arm's length
	Trust, addition of value to both slides, high commitment

	Price, efficiency, own profits
	Equity, fair dealing, both proft

	Limited information and feedback
	Electronic linkages to share key info, problem feedback and discussion

	Legal resolution of conflict 
	Mechanisms for close coordination, people on sight

	Minimal involvement and up-front investment, separate resources
	Involvement in partners product design and production, shared resources

	Short term contracts
	Long term contracts

	Contract limiting the relationships 
	Business assistance beyond the contract 


· Cooperative relationships
· Built on trust → willingness to be vulnerable in one aspect so you can get help
· Dependence on another organization reduces risk 
· Trustworthiness
· Based on perceptions of
1. Ability (competence)
1. Can the other organization help us (knowledge and skills)
1. Benevolence
2. Does the other organization want to do good for us
1. Loyalty, openness, caring supportiveness 
1. Integrity 
3. Does the other organization have consistent morals or principles
1. Fairness, justice, consistency, promise fulfillment  
1. Benevolence and integrity are required for a trust based relationship 
Population ecology
· Population ecology perspective focuses on organizational diversity and adaptation within a population of organization's 
· Population: set of organizations engaged in similar activities with similar patterns of resource utilization and outcomes
· Individual organizational adaptation is severely limited compared to the changes demanded by the environment → new organizations will come in to meet these changes, causing old organizations to become dinosaurs 
· Limitations for established organization's adapting to the environment
· Heavy investment in PPE and personnel
· Limited information
· Resistance to change by managers
· Feeling like they cannot fail and do not have to change 
· View state that the environment determines which organizations survive and fail → because organizations will resist change
· Organizational form and niche
· Organizational form: an organization's specific technology structure, products, goals, and personnel, which can be selected or rejected by the environment
· Each new organization tries to find a niche sufficient 
· This can increase in size over time if the organization is not successful  
· Think that whether ideas survive or fail is often a matter of chance
· Process of ecological change
· Assumes new organizations are always appearing in the population, so population is always undergoing change
· 3 principles that occur in stages
· Variation
1. The appearance of new, diverse forms in a population
1. Initiated by entrepreneurs, set up by gov’t, ETC
1. Add to the scope and complexity of organizational forms in the environment 
2. Selection
2. Refers to whether a new organizational form is suited to the environment and can survive
2. Determines if the variation can meet the needs of the ecology and survive 
2. Happens when there is insufficient demand for a firm's product and when insufficient resources are available to the organotins 
2. Retention
3. Preservation and institutionalization of selected organizational forms
3. Some products are higher valued by the environment and become a dominant part of the sector (think schools)
· Strategies for survival
. Struggle to survive most intense among new organization's, and both the birth and survival frequencies of new organizations are related to factors in larger environments
1. Size of urban are, % of immigrants, ETC are examples of factors in environments
. Types of strategies
2. Generalist strategy
1. Organization's with a wide domain/niche (offer a broad range of products or serve a broad market)
1. Breadth of products protects from environmental changes
2. Specialist strategy
2. Provide a narrow range of goods or serve a narrower market
2. Generally more competitive than generalists in the areas where their domains overlap
Institutionalism
· Perspective that organizations are high interconnect and need legitimacy for their stakeholders
· Company's perform well when they are perceived by the larger environment to have a legitimate right to exist
· Institutional environment is composed of norms and values from stakeholders
· View believes that organizations adopt structures and process to please outsiders 
· Legitmacy
· The general perspective that an organization's actions are desirable proper, and appropriate within the environments system of norms
· Organization's want to obtain this because they is a payoff for having a good reputation
· Once organization's get established there is a push towards similarities
· Institutional view and organizational design
· Two essential dimensions
· Technological
1. Day to day work, technology, operating requirements
1. Governed by norms of technology and efficiency 
1. Institutional
2. Part of the organization most visible to outside public
2. Governed by the expecations from the external environment
. Sees structure as a facade since organizations are always adapting and changing their structure
· Institutional similarity
. Definition: the emergence of a common structure and approach among organizations in the same field
. Three core mechanisms for similarity
2. Mimetic forces
1. Result from responses to uncertainty 
1. The pressure to copy or model other organization's
2. When executives see an innovation they think is useful they will quickly copy it 
1. Multiple organization's copy this fad as is happens
1. Sometimes innovations are copied that are not proven to work (see downsizing)
1. Works because organizations face continuous high uncertainty, they are aware of innovations occurring in the environment, and the innovations are culturally supported, thereby giving legitimacy to adopters 
. Coercive forces 
2. Stem from political influence 
2. External pressures exerted on an organization to adopt structures, techniques, or behaviours similar to other organization's
2. Makes the organization look for effective so they do it, even if it does not make the organization more effective 
2. May also occur between organization where there is a power difference
2. Occurs when organizations are dependant on each other, when there are political factors involved, when some other contractual or legal basis define the relationship 
. Normative forces
3. Result from common training and professionalism
3. Pressures to change to achieve standards of professionalism, and to adopt techniques that are considered by the professional community to be up to date and effective
3. Company's use these to become like one another through a sense of obligation or duty to high standards of performance based on professional norms shared by managers and specialists in their respective organizations 
Chapter 6: designing organizations for the international environment
Entering the global area
· No company isolated from global influence
· Motivations for global expansion
· 3 factors that motivate companies to expand internationally
· Economies of scale
1. Global presence expands organizations scale of operations→ leads to economies of scale
1. Because most local markets do not give the sales required to achieve this have to think globally
1. Also let companies obtain volume discounts
. Economies of scope
2. Number and variety of products a company has to offer, as well as number of markets it serves
2. presence in multiple countries increases marketing power and provides synergies → by developing more knowledge about cultures and consumers
. Low cost production factors
3. The ability to get resources in another country for cheaper
1. Could be materials, labour, cheap energy, ETC
3. Main point is you can produce something for cheaper in a different country than your host one so you should expand globally
3. Keep in mind the negative side effects (such as using child labour), and possible tax/tariff effects as well
· Globalization issues
· Unions worried about job losses
· Could increase pollution in some areas
· Some countries have worse working conditions, so workers may not want to work their, companies may be forced to pay more to improve conditions 
4 stages of internal development

	
	domestic
	international
	multinational
	global

	Strategic orientation
	Domestically oriented
	Export-oriented, multidomestic
	multinational
	global

	Stage of development
	Initial foreign involvement (managers are aware)
	Competitive positioning (specialists hired to handle sales, service, ETC)
	Explosion (occurs when international operations “take off”
	global

	Structure 
	Domestic structure, plus export department
	Domestic structure, plus international investment
	Worldwide geographic, product
	Matrix, transnational, no home country

	Market potential
	limited-Moderate, mostly domestic
	Large, multidomestic
	Very large, multinational , large percentage of sales not from home country
	Whole world


· Multidomestic: competitive issues in each country are independent from other countries
· Global expansion through international strategic alliances
· Examples include licensing, joint ventures, and consortia
· Joint ventures
1. separate entity created with two or more actives firm's as sponsors 
1. Used to take advantage of
2. Partners knowledge of local markets
2. Production cost savings through economies of scale
2. Share complementary technological strengths
2. Distribute new products and services through another countries distribution channels 
. Consortia
2. Groups of independent companies that join together to share skills, resources, costs, ETC
2. Virtual organization
2. Continually evolving set of company relationships that exist temporarily to exploit unique opportunities or attain specific strategic advantages 
2. Can be involved in multiple consortias at onces
Designing structure to fit global strategy
· Model for global vs local opportunities 
· Globalization strategy
· Product design, manufacturing, marketing strategies are standardized throughout the world
· Services should not use this strategy because every consumer around the world and require different approaches to providing the service
· Consumers becoming more and more interested in products with a local feel → bad for this strategy
· Helps organizations reap economy of scale efficiencies through standardization → good!
· IE better for car companies to use this strategy than for service companies
· Multidomestic strategy
· Each country handled independently of competition in other countries 
1. So product design, packaging, ETC is different for each country and has a more local feel → tailored to the needs of the country
· 4 structures of global strategy (on figure in handwritten notes as well)
. International division
1. Used as companies begin to explore international opportunities
1. Division has status = to other major departments
1. Organized according to geographic interests
3. Could have a team called midwest sales and a team called europe sales, and both report to international division
1. Has own hierarchy to handle business in different countries
4. EX licensing or joint venture
1. Usually move off of this strategy as the company's international presence increases 
. Global product structure
2. Product division take responsibility for global operations in their specific product area
2. Straightforward way to manage a variety of business and products around the world, so widely used by managers
2. Managers can fix their own product divisions and set their own goals as they see fit (in order to meet the organization's goals) 
2. Works best if product standardized and and company has opportunities for worldwide production
2. Often product divisions do not work together and compete instead of cooperate in certain countries 
. Global geographic structure
3. Best suited for multidomestic strategy
3. Divides the world into geographical regions, with each region head reporting to the CEO
2. EX nintendo uses nintendo of america, nintendo europe, nintendo of korea, and they all report to the CEO of nintendo
3. Each division has full control of all functional activities in their region
3. Typically used by companies with mature product lines and stable technologies  
3. Growth of service industries has increased the popularity of this structure 
3. Good way to ensure you always have environment in consideration→ b/c you have to adapt your product to the area
3. Problems come from the autonomy of each regional division → difficult to plan on a global scale
3. Another problem is each division thinks it will develop what it needs so it does not share technology
3. Hard to introduce products from one region into another
. Global matrix structure 
4. Same  as matrix structure described earlier (chapter 3), just to a much larger extent in terms of divisions and geographic distances
4. Works best when pressure for decision making balances the interest of both product standardization and geographic localization
2. So coordination to share resources is important
4. Good for dynamic markets
The transnational model of organization
· Useful for large, multinational corporations that want to exploit both global and local advantages 
· Wants to build capabilities in multiple areas simultaneously 
· Built on interdependence between divisions
· “A managerial state of mind, set of values, shared desire to make a worldwide learning system work”
· Distinguishable characteristics of a transnational model 
· Assets and resources are dispersed worldwide into highly specialized operations linked together through interdependent relationships.
· This forces each group to cooperate in order to achieve their goals. 
· Resources are continuing and flowing from division to division 
· Structures are flexible and ever changing 
· Flexible centralization (centralized in one country, decentralized in another)
· Subsidiary managers initiate strategy and innovations that become strategy for the corporation as a whole
· IE a plan for customer response that a local subsidiary makes is liked by management and used by the company as a whole 
· Unification and coordination are achieved primilary through organizational culture and management style 
· Because it is easier to achieve unity across different cultures through shared understanding
· Also route people through different jobs so they can have different experiences
· Requires shaping and adapting beliefs, culture, and values so that everyone participates in information sharing and learning 
Post-Midterm Content:

Chapter 8: Organizational size, life cycle, and decline
Organizational size: is bigger better 
· Pressures for growth
· Business has entered an era of mega corporations due to the amount of companies using mergers to acquire other companies
· Companies in all industries strive for growth to acquire the size and resources needed to compete on a global scale, to invest in new technology, and to control distribution and guarantee access to markets 
· Many people believe that not growing means to be stagnate, and business and market will be lost to companies that are growing 
· Scale crucial to economic success in marketing intensive company's 
· Growing org tend to be a good place to work → attracts loyal and committed employees 
· Dilemmas of large size
· Large
· Have huge resources and economies of scale that enable it to compete globally
1. Ex have resources to be supportive economic and social forces in difficult times 
1. Standardized, mechanistically run, and complex
2. Lets them use hundreds of functional specialties within the org to perform tasks 
1. Established presence that stabilizes a market for years and at which managers can work for many years 
. Small
2. Good responsiveness and flexibility in fast changing markets
1. Significant advantages in terms of quick reaction to changing customer needs or shifting environmental and market conditions 
2. Have flat and organic, free flowing management style that encourages entrepreneurship and innovation 
2. Have become the norm
2. Economic vitality of Canada, as well as most of the world, is tied to small and midsized businesses
2. Niche finding
2. Entrepreneurs 
. Hybrid
3. Combines large corporations resources and reach with small company's simplicity and flexibility
1. An example would be switching to a divisional structure in order to be able to group the org into small companies to capture the mind set and advantages of small companies  
3. Org form with an emphasis on decentralization and cutting out layers of hierarchy makes it easier for org to be both small and large simultaneously and capture benefits of each
Organizational life cycle
· Org life cycle: suggests that org structure, leadership style, and administrative systems follow a fairly predictable pattern through stages in the life cycle
· Stages of life-cycle development
· Length of time spent in each stage depends on the company (IE technology company's go faster though the stages
· Stage 1: entrepreneurial stage
· Start of the organization
· Emphasis on creating the product and surviving in the marketplace
· Devote their full energies to technical activities of production and marketing 
· Org is informal and nimble
· Growth is from a creative new product or service
· Crisis: need for leadership
6. As number of employees gets larger and larger and problems start occurring because of this, entrepreneurs must either adjust the structure of the organization to accommodate continued growth or else bring in strong managers who can do so 
. Stage 2: Collectivity stage
3. Org grows and develops a more elaborate design
3. Strong leadership is obtained from leadership crisis and org develops clear goals and direction
3. Departments established, hierarchy of authority, job assignments and a beginning division of labour 
3. Employees identify with mission and spend long hours helping org
3. Communication and control inform although a few formal systems appear
3. Crisis: need for delegation with control
6. Lower levels employees gradually find themselves restricted by the strong top down leadership - need some control to help org run smoothly
6. Crisis is because top managers do not want to give up responsibility, and resist this change -> org needs to find mechanisms to control and coordinate departments without direct supervision from the top
. Stage 3: formalization stage
4. Org becomes more bureaucratic
4. Involve the installation and use of rules, procedures, and control systems
4. Communication less frequent and more formal
4. Begins to add technical and administrative roles
4. Product groups may be formed -> help with decentralization
4. Crisis: need to deal with too much red tape
6. Proliferation of systems may begin to strangle middle level executives->innovation restricted
6. Org seems too large and complex to be managed through formal programs
6. Solution: new sense of collaboration and teamwork
. Stage 4: elaboration stage
5. Org becomes more flexible in its design
5. Managers develop skills for confronting problems and working together 
5. Social control and self discipline reduce the need for additional formal controls
5. Bureaucracy reached its limit
5. Teams formed to achieve collaboration
5. Crisis: need for revitalization	 
6. Org enters period of decline
1. Shifts out of alignment with environment or becomes slow moving -> make it go through stage of streamlining and innovation
6. Top managers often replaced
Org characteristics during four stages of life cycle

	Characteristic 
	1.Entrepreneurial (non-bureaucratic)
	2.collectivity (pre-bureaucratic)
	3.formalization (bureaucratic)
	4.elaboration (very bureaucratic)

	structure
	Informal, one person show
	Mostly informal, some procedures
	Formalized procedures, division of labour, new specialties added
	Teamwork within bureaucracy, small company thinking

	products/service
	Single product/service
	Major product or service with variations 
	Line of products or services
	Multiple products 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 mgmt style
	Individualistic, entrepreneurial
	Charismatic, direction giving
	Delegation control
	Team approach, attack bureaucracy



Organizational bureaucracy and control
· Organizations take on more bureaucratic characteristics as they grow larger and more complex
· What is bureaucracy
· Made up of
· Rules and procedures
· Specialization and division of labour
2. Clear task for everyone to perform
1. Hierarchy of authority
3. Sensible mechanism for supervision and control
1. Technically qualified professional
4. Hired based off of qualifications
1. Separate position from position holder
5. No one has the right to their job, has to be earned
1. These characteristics increase with size
· How size affects organizational structure and control 
. Large organizations are different from small organization's on these dimensions
1. Formalization and centralization
1. Formalization
1. Larger organizations are more formalized
1. Because they rely on these rules and procedures
1. Centralization
2. Larger organizations are more decentralized (mostly because is it infeasible for top management to solve every tiny problem)
. Personnel ratios
2. Administrative ratio is most frequently studied
2. Two patterns emerging in ratios
2. Ratio of top administration to total employees is actually smaller is large organization→ this means that organization's experience administrative economies as they grow larger
2. Clerical and professional support ratios increase with proportion to organizational size
2. Proportionately greater overhead is required in large organizations
Bureaucracy in a changing world
· Many business need to reduce formalization and bureaucracy to avoid major problems
· Organizing temporary systems for flexibility and innovation
· Incident command system 
· Developed to maintain the efficiency and control benefits of bureaucracy yet prevent 
· Allows the organization to guide smoothly between a highly formalized, hierarchical structure that is effective during times of stability and a more flexible, loosely structured one needed to respond well to unexpected and demanding environmental conditions 
· Developing requires a significant commitment of time and resources
· Disperses authority to however best understand that particular situation 
· Other approaches to reducing bureaucracy 
· Give lower level workers the opportunity to make decisions 
· Increasing professionalism of employees→ EX more have college and uni degrees, MBAs, ETC
· Shows that behaviour acts as a substitute for bureaucracy 
· Rapidly changing environments is also reducing bureaucracy 
Organizational Decline and downsizing
· Continual growth and expansion may not be possible in today's environment 
· Definition and causes of organizational decline
· Organizational decline
· A condition in which substantial, absolute decrease in an organization's resource base occurs over a period
· Three factors considered to cause organizational decline
· 1. Organizational atrophy
1. Atrophy occurs when organizations grow older and become inefficient and overly bureaucratized -> can no longer adapt to new environments
1. Often follows a long period of success that an org takes for granted
2. Companies become obsolete by sticking to patterns that were successful in the past but may no longer work
. 2. Vulnerability
2. Reflects an org's strategic inability to prosper in its environment
2. Usually happens to small orgs who are not yet fully established
2. Can also be vulnerable bc they are unable to define the correct strategy to fit the environment 
3. So redefine environmental domain to enter new industries or markets 
. 3. Environmental decline or competition
3. Reduced energy and resources to support an org
3. When environment has less capacity to support organizations, the org has to either scale down operations or shift to another domain 
3. New competition enhances the problem - > especially for small org
· A model of decline stages (suggests that if decline is not managed properly it will move through 5 stages)
· 1. Blinded stage
. Internal and external change that threatens long term survival and may require the organization to tighten up
. Leaders often miss signals of decline at this point
. Solution: develop effective scanning and control systems that indicate when something is wrong
3. With timely info, execs can bring the organization back to top performance
· 2. Inaction stage
. Denial occurs despite signs of deteriorating performance
. Leaders may try to persuade employees all is well
2. Use tactics like creative accounting 
. Solution: make leaders acknowledge the decline and take prompt action to realign org with the environment 
3. Includes new problem solving approaches, increasing decision making participation 
· 3. Faulty action stage
. Organization is facing serious problems, and indicators of poor performance cannot be ignored 
1. Failure to adjust to declining spiral at this point leads to organizational failure
. Leaders forced by severe circumstances to consider major changes
2. Actions include retrenchment (downsizing)
. Leaders should reduce employee uncertainty by clarifying values and providing information
. Major mistake decreases org chance for turnaround 
· 4. Crisis stage
. Org has not been able to deal with decline effectively and is facing a panic
. Org may experience chaos, efforts to go back to basics, and sharp changes and anger
. If managers cannot prevent this, only solution is major reorganization
3. Social fabric of org is eroding, and dramatic actions are necessary
1. EX replacing top administrators, revolutionary changes in structure, strategy, and culture
· 5. Dissolution Stage
. An irreversible stage
1. Org suffering from
1. Loss of markets and reputation
1. Loss of its best personnel
1. Capital depletion
. Only available strategy is to close down the org in an orderly fashion and reduce separation trauma of employees
· Downsizing implementation
· Downsizing: laying off individual's permanently, or not replacing individuals who retire 
· Techniques to smooth downsizing process and ease tensions for employees who leave or remain
. 1. Communicate more, not less
1. Provide advance notice with as much info as possible to employees
1. Communicate to those who remain what is now expected
. 2. Provide assistance to displaced workers
2. Can provide training, severance packages, outplacement assistance, extended benefits
2. Can also provide counselling and other services if need be
2. Also make sure to allow employees to leave with dignity 
. 3. Help the survivors cope
3. Acknowledge the feelings the remaining employees have
3. Provide counselling and communicate fully to employees what is expected of them
Chapter 9: organizational culture and ethical values
Organizational design and culture 
· Culture should reinforce the strategy and structural design that the organization need to be effective within its environment 
· Focus on two specific dimensions for assessing culture
· Extent to which the competitive environment requires flexibility or stability
· Extent to which the organization's strategic focus and strength are internal or external
· Culture / strategy Typology for assessing culture

	                                                                                   Needs of the environment

	
Strategic focus
	
	flexibility
	stability

	
	external
	Adaptability culture
	Mission culture

	
	internal
	Clan culture
	Bureaucratic culture



· Adaptability culture
· Strong focus on external environment through flexibility and change to meet customer needs
· Encourages entrepreneurial norms, value, and beliefs that support the capacity of the org to detect and translate signals from the environment onto new behaviour responses
· Actively creates change - innovation, creativity, risk taking valued and rewarded
· Clan culture
· Primary focus on the involvement and participation of the org members on rapidly changing expectations from the external environment 
· Focuses on the needs of employees as the route to high performance
· involvement/participation creates sense of responsibility and ownership
· Mission culture
· Concerned with serving specific customer in external environment but no need for rapid change
· Emphasis on clear vision of org purpose and on the achievement of goals, such as sales growth, profitability, etc, to help achieve purpose 
· Rewards employees on performance - can do this b/c environment is stable
· Can reflect high level of competitiveness and profit making orientation 
· Bureaucratic culture
· Internal focus and a consistency orientation for a stable environment
· Culture that supports methodical approach to doing business
· Symbols, ceremonies, etc are used to enforce established policies and practices as ways to achieve goals
· Organization succeeds by being highly integrated and efficient 
· Most managers shifting away due to need for more flexibility
· A culture of discipline
· Built through
· Level 5 leadership - top leader needs this, and all other leaders should have this
1. Lack of personal ego
1. Strong will
1. Ambition for the success of the organization
1. The right values
1. Right people in right jobs
3. Put people who embody the company values in high level positions of the company
1. Knowing where to go
4. 3 essential details
1. Understanding what they can be best in the world at
1. What they are passionate about
1. What makes economic sense for the org 
4. The company then translates these details into a vision and strategy
· Cultural strength and organizational subcultures
· Cultural strength
. Degree of agreement among members of an organization about the importance of specific values 
. Associated with frequent use of cultural elements
· Org subcultures
. Develop to reflect the common problems, goals, and experiences that members of a team, department, etc share.
. Can be so bad employees feel anxious they have to move from one unit to another -> strong org culture helps prevent this
. Typically include the basic values of the dominant org culture and additional value unique to members of subculture
Sources of ethical values in organization's
· Personal ethics
· The individual ethics a person brings to the org
· Ethical frameworks managers use to guide decisions
· Utilitarian theory
1. Ethical decision should be made to generate the greatest benefits for the greatest amount of people
2. Personal liberty framework
2. Decisions should be made to ensure the greatest possible freedom of choice and liberty for individuals 
2. Distributive justice framework
3. Moral decisions are those that promote equity, fairness and impartiality with respect to the distribution of rewards and the administration of rules 
. Tool for CEO guidance
3. Answer these questions
1. What drives the market for responsible corporate behavior
1. What creates the public demand for greater responsibility
1. Why does globalization raise concerns about corporate responsibility
1. What are the barriers to increasing responsible behaviour 
1. What forces can dd to the supply of corporate responsibility 
· Organizational culture	
. Powerful impact on individual ethics b/c it helps guide employees making decisions
1. So make sure culture is ethical to encourage employees to be responsible
. Structure also influences ethics - EX put ethical values into the policies and rules
· Organizational systems
. Structure
. Policies and rules
. Code of ethics
. Reward systems
. Selection and training 
· External stakeholders
. Companies must operate within the law
. Customers who are concerned about quality and safety of goods/services they are using 
. Special interest groups are vocal about responsibility to the environment, and will attack company's who are not responsible to the environment - bad for that company's reputation 
· These 4 are immediate forces that impact on ethical decisions in orgs 
How leaders shape culture and ethics
· Top leaders responsible for creating and sustaining a culture that emphasizes the importance of ethical behaviour for all employees every day
· Values based leadership
· Relationship between leader and followers that is based on shared, strongly internalized values that are advocated and acted upon by the leader
· Influence cultural and ethical values by clearly articulating a vision for organizational values that employees can believe in, communicating the vision through the org, and institutionalizing the visions through everyday cultural elements, as well as through org systems and policies 
· Every statement and impact has impact on culture and values - b/c everyone watches the managers
· Leaders use respect and trust to motivate employees
· Formal structure and systems - shaping culture and ethics
· 1. Structure
· Managers can assign responsibility for ethical values to a specific position - IE ethics committee 
· Most managers today are setting up an ethics department that manage and coordinate all corporate ethics activities - leader called chief ethics officer
2. Ethics offices can work as counselling centres to help employees solve ethical dilemmas - can be done through ethics hotlines 
. 2. Disclosure mechanisms
2. Used to protect and support whistle blowers 
2. Want to create climate and culture in which employees feel free to point out problems and managers take swift action to address concerns 
. 3. Code of ethics
3. Formal statement of the company's values concerning ethics and social responsibility 
1. Clarifies to employees what the company stands for and expectations for employee conduct 
3. Written code of ethics important because they clarify and formally state the company's values and expected ethical behaviours 
2. Make sure to have top leaders support on these values 
. 4. Training programs
4. Used to train employees on the code of ethics
4. Learning these ethical frameworks helps managers act autonomously and still think their way through a difficult decision 
4. Good catalyst for establishing ethical behaviour and integrity as critical components of strategic competitiveness  - but make sure to incorporate into culture and renew values through managers words and actions 
Chapter 10
Innovate or perish: the strategic role of change
· Organization's now need to change not to prosper, but just to survive in the world of business
· Advancing technologies, international economic integration, maturing domestic markets are all examples of why organizations need to change 
· These create both opportunities and threats
· Types of large scale changes organizations go through 
· Structure change
· Strategic change
· Culture change
· Knowledge management, enterprise resource planning
· Quality programs
· Mergers , joint ventures consortia 
· Horizontal organizing, teams, networks
· New technologies
· New business process
· E-business
· Learning orgs
· Change today is the norm -> often dramatic and constant
· Incremental vs radical change

	Incremental change
	Radical change

	Continuous progression over long period of time
	A paradigm breaking burst

	Affects parts of organizations at a time
	Transforms entire org

	Occurs through normal structure and management processes
	Creates new structure and management

	Leads to technology improvements
	Leads to technology breakthroughs

	Leads to product improvements
	Leads to new products, which create new markets 


· Growing emphasis on a need for radical change because of unpredictable environment 
· Strategic types of change - 4 types 
· Product and services change
· Pertain to the product or service outputs of an organization
1. IE small changes to the design of a product
. Strategy and structure 
2. Pertain to the administrative domain
1. administrative domain is the supervision and management of the organization
2. Include changes in organizational structure, strategic management, policies, reward systems, ETC
2. Changes are usually top down (mandated by top management)
. Culture
3. Changes in the values, attitudes, expectations, beliefs, abilities, and behaviour of employees 
3. Changes in how employees think; change in mindset rather than technology, structure, or products 
. Technology
4. Changes in organization's production process unifying its knowledge and skill base, that enable distinctive competence 
4. Designed to make production more efficient or produce a greater volume 
4. Done by changing the techniques for making products and services
. Four types of changes are interdependent (change in one often means change in another)
Elements for successful change
· Organizational change
· Considered the adoption of a new idea or behaviour by an organization  
· Organizational innovation
· The adoption of an idea or behaviour that is new to the organization's industry, market, or environment
· First organization to adopt a change considered the innovator
· Typically organization's will become aware of the potential innovation, evaluate its appropriateness, and then evaluate and choose the idea 
· Ten faces of innovation
· Learning faces
· Anthropologist - looks at human interactions
· Experimenter - prototypes new ideas
· Cross-pollinator - explores other industries and cultures 
· Organization faces
· Hurdler - develops ways to deal with roadblocks 
· Collaborate - brings together an eclectic group
· Director - sparks creative talents
· Building faces
· Experience architect - creates experiences that go beyond product/services functionality 
· Set designer - create the right space
· Caregiver - delivers special service
· Storyteller - builds morale and external awareness
· Elements for a successful change
· 1. Ideas (interchangeable with 2)
· A new way of doing things
1. Could be a product, concept, ETC
1. Can come from within or outside an organization
2. Internal creativity is a dramatic element of organizational change
1. Creativity: generation of novel ideas that may meet perceived needs or respond to opportunities 
. Techniques for idea and creativity generation
3. Increase diversity
3. Ensure employees have a lot of opportunities to interact with people who are different
3. Give employees Time and freedom for experimentation
3. Support risk taking and making mistakes 
· 2. Needs
. Ideas not considered unless serious need for change
. Need for change occurs when managers see a gap between actual and desired performance in the organization
. Managers try and establish sense of urgency so others will understand the need for change
. Can be triggered by a crisis
· 3. Adoption
. Occurs when decision makers choose to proceed with a proposed idea. 
. Managers and employees need to be in agreement of the change
. Big change may need to sign legal document by BOD
· 4. Implementation
. When the idea is used by the organization
. May need to acquire new materials and train workers 
. Until this step happens, change has not occurred 
· 5. Resources
. Time and resources are used throughout the steps, such as employee energy, and buying new equipment
· If one of the elements is missing change will fail 
Technology change
· Hard to keep up with technology change, because it requires a flexible organization to get the idea, but a structured one to implement it 
· To get around this, organization's implement the ambidextrous approach
· Ambidextrous approach
· Incorporate structures and management processes that are appropriate to both the creation and the implementation of innovation 
· Design the organization in an organic way for exploring new ideas and in a mechanistic way to exploit and use the ideas
· Shown to be more successful in product launch
· Techniques for encouraging technology change
· Switching structures
· Organization creates an organic structure when such a structure is need for the innovation of new ideas
· Separate creative departments 
· Split into separate departments, with the initiation of innovation assigned to the “creative” departments 
1. Example of a creative department is a staff department (ie R&D) 
2. Departments that initiate change are organically structure to facilitate the generation of new ideas and techniques 
2. Departments that use the innovations are mechanistically structured and are more suitable for production
2. Another type is the idea incubator
4. Provides a safe harbour where ideas from employees throughout the organization can be developed without interference from company bureaucracy or policies  
. Venture teams
3. Used to give free rein to creativity within organizations 
3. Often given separate location and facilities as to be not constrained by organizational procedures 
3. Example is skunks works
3. Separate, small, informal, autonomous, and secretive group that focuses on breakthrough ideas for the business 
3. New venture fund
4. Provides resources for employees to develop new ideas, products, businesses 
. Corporate entrepreneurship
4. Attempts to develop an internal entrepreneurial culture and structure that will produce a higher than average number of innovations
4. Wants to reach all employees
4. Want to facilitate idea champions 
3. Idea champions
1. Provide the time and energy to make things happen
1. Need not be in the organization (ie can be customer's)
1. Two types
3. Management champion
1. Acts as a support or sponsor to shield and promote an idea within the organization
1. Has to have the prestige to warrant being listened too
3. Technical champion
2. Person who generates and develops an idea for a technological innovation and is devoted to it
New products and services
· New product success rate
· Experts estimate 80% of new products fail upon introduction and another 10% fail within 5 years
· Considering the cost of making the innovation, this is an enormous list 
· To be successful, new product must pass three stages of development technical completion, commercialization, and market success 
· Most of the commercial products did not earn sufficient returns (ie 1 in 8 project's returned a profit for a company)
· Reasons for new product success
· Having a much better understanding of customer needs and paid more attention to marketing 
· Making more effective use of outside technology and outside advice, even though they did more work in house
· Top management support from the very top (lmao)
· Horizontal coordination model -> 3 components and draw chart in hand notes 
· Department specialization
· Key departments in new product development: R&D, marketing, production
1. Each is highly competent at their task
. Boundary spanning
2. Each department involved with new products has excellent linkage with relevant sectors in the external environment 
1. IE R&D knowing about major scientific developments around the world
. Horizontal coordination
3. Technical, marketing, and production people share ideas and information 
3. Decision to launch a product is generally a joint decision among all three departments
3. A mechanism of use would be cross functional teams
3. Increase the amount and variety of information for new product development
3. Collaboration with other firm's and customer helps stimulate internal coordination
· Achieving competitive advantage: the need for speed
. Company's learning to develop ideas into new products as quickly as possible to stay competitive -> get people working together simultaneously on a project rather than in sequence  
. Time based competition
2. Delivering products and services faster than competitors, giving company's a competitive edge 
2. Use Fast cycle teams
2. Multifunctional team that works under stringent timelines and is provided with high levels of company resources and empowerment to accomplish an accelerated product development project
2. Used as a way to support highly important projects and deliver products services faster than competitors 
· When companies enter area of intense international competition, horizontal coordination across countries is essential to new product development
Strategy and structure change
· Used when new competitive demands force an organization to make changes to structure, strategy, or management processes
· IE Centralizing decision making
· These changes are responsibility of top management
· Dual core approach
· Compares the changes in the administrative core to changes in the technical core 
· Administrative core
· Above the technical core in hierarchy 
· Responsibilities include structure, control, and domain of the organization 
· Changes occur less frequently than changes in the technical core
· Changes occur in response different sectors of the external environment than changes to the technical core
· Technical core
· Responsible for the transformation of raw materials into organizational products and services 
· Point of dual core approach is many organizations must adopt frequent administrative changes and need to be structured differently from organizations that rely on frequent technical and product changes for competitive advantage
· Organization design for implementing administrative change 
· Have to be a bit more structured to implement these
· So organizations that have many administrative changes tend to have a lot of managers, and are more centralized and formalized ->mechanistic structure
1. Prevents the changes from being resisted by employees 
1. Very difficult to make these changes if technical core is organic
. Want to move as quickly as possible to make these changes happen-> prevents employee moral from suffering (IE a long drawn-out downsizing process will lower employee morale quicker than a quick process)
· Technical changes are facilitated by organic structure-> allows for more ideas from all employees 
Culture change
· Changing culture fundamentally shifts how work is done in an organization and can lead to renewed commitment and empowerment of employees and a stronger bond between company and customer's
· Forces for culture change
· Re-engineering and horizontal organizing
· Involves raising a vertical organization along its horizontal workflows 
1. Requires focus on employee empowerment, collaboration, information sharing, and meeting customer needs
1. So the need to empower employees and increase teamwork and collaboration is what causes this culture change 
. Greater employee and customer diversity
2. In order to support this, the company has to make a change to its underlying culture to make it supportive of the diversity initiatives. If they fail to do this, the initiatives will likely fail as the company will still be shunning the workers even though they got hired 
. Shift to learning organization 
3. Involves breaking down the boundaries both within and between organizations to create companies that are focused on knowledge sharing and continuous learning
1. Way to do this is to implement more horizontal structures 
1. These changes require new values, attitudes, and thinking of working together, which means you must change your culture to support this 
· Organization development interventions for culture change
. Organizational development (OD)
1. A method of bringing about culture change which focuses in the human and social aspects of the organization as a way to improve the organization's ability to adapt and solve problems 
1. Emphasizes the values of human development, fairness, openness, individual autonomy
2. Want the workers to do the job as they see fit, to an extent
1. Process of fundamental change in the human and social systems of the organization
1. Uses knowledge and techniques from behavioural sciences to create a learning environment through trust, empowerment and open communication  
. Techniques for OD
2. Large group intervention
1. Application of OD techniques to large group settings
1. Aimed at bringing about radical or transformational change in organizations operating in complex environments 
1. Brings together participants from all parts of the organization in an off-site setting to discuss problems or opportunities and plan for change
3. May last for several days 
1. Off site prevents discretions for the participants 
. Team building
2. Promotes the idea people who work together can work as a team
2. Team brought together to discuss conflicts, goals, ETC and then plan to overcome these problems and achieve their goals 
. Interdepartmental activities 
3. Representatives from different departments are brought together in a mutual location to expose problems or conflicts, diagnose the causes, and plan improvements in communication and coordination 
Strategies for implementing change
· Leadership in change
· Leaders must develop skills and methods to make change effects (and thus keep their companies competitive)->turn their organizations into change leaders
· Leadership style at the top executive sets the tone for how effective the organization is at continuous adaptation and innovation
· Transformational leadership
· Enhance organizational innovation both directly by creating a compelling vision and indirectly by creating an environment that supports expiration, experimentation, risk taking, and sharing of ideas 
· Best suited for bringing about change
· Successful change can happen only when employees are willing to devote the time and energy needed to reach new goals
· Having clearing communication vision that embodies flexibility and openness to new ideas helps this
· Three stages of the change commitment process employees must go through
· 1. Preparation
1. Employees hear about the change and learn about how it will directly affect their work 
5. 2. Acceptance
2. Leaders help employees develop an understanding of the full impact of the change and the positive outcomes of the change
2. When employees see the change as positive, the change is made
5. 3. Commitment
3. Involves installation and institutionalization 
1. Installation: trial process for the change, gives leaders an opportunity to discuss problems and employee concerns 
1. Institutionalization: employees view the change as a normal and integral part of the organizational operations 
· Barriers to change
· 1. Excessive focus on costs 
. management may fail to appreciate a strong change not focused on reducing costs so they do not use the change 
· 2. Failure to perceive benefits
. When people making the change feel the risks are way too high, and fail to see the benefits
· 3. Lack of coordination and cooperation
. Can lead to fragmentation and conflict within the organization, making it hard for the change to take place
· 4. Uncertainty avoidance
. When individual's fear the uncertainty involved with change, they will resist it
· Fear of Loss (power, status, ETC)
. Managers will resist the change if it affects their status (ie if they think they could be fired if the change fails, they will resist using the change all together) 
· Techniques for implementation
· 1. Establishes a sense of urgency for change 
. This will make the change happen quicker as employees will be more reactive to a change they think needs to happen quickly
· 2. Establish a coalition to guide the change 
. Build a coalition of people with enough power and influence to steer the change process
. Builds a shared commitment to change 
. Should also involve some lower level and middle management from across the organization 
· 3. Create a vision and strategy for change 
. Visions on how to get to where the organizations wants to be is a strong motivator for change
· 4. Find an idea that fits the need
. Involves search procedures (such as asking creative people to develop a solution)
1. Good opportunity to encourage employee involvement 
. Requires organic conditions
· 5. Develop plans to overcome resistance 
. Strategies to overcome resistance problem
1. Alignment with needs and goals of users
1. Best strategy for overcoming resistance is to make sure change meets a real need
1. Don't make changes for the sake of changing
1. Communication and training
2. Communication: informing users about the need for change and consequences of the change 
1. Prevents employees learning about the change from other sources
1. Open communication gives management opportunity to explain what steps will be taken to ensure that the change will have no adverse consequence for employee
2. Should also train to help employees understand and cope with there role in the change process
1. Environment that affords psychological safety
3. Psychological safety: people feel a sense of confidence that they will not be embarrassed or rejected by others in the organization 
1. People need to feel secure about the change to make it go through
1. Managers support this by creating an environment of trust and mutual respect in the organization
3. Basically means that if people feel they won't be judged for taking the risks associated with the change they will be more inclined to take these risks 
1. Participation and involvement
4. Should be part of implementation early, and do an extensive amount of it
4. Participation gives those involved a sense of control over the change activity
4. Team building and large group intervention are methods of participation
1. Forcing and coercion
5. Last resort
5. Force employees to accept the change by threatening with loss of job or promotions
2. Management power used to squash resistance
2. Should only be used if no other options and speed is essential
· 6. Create change teams
. IE creative departments, new-venture groups, ETC
· 7. Foster idea champions
. A volunteer who is deeply committed to a new idea
1. Sees all technical additives are correct and complete 
1. Can persuade people about the change if necessary 
Chapter 11: Decision making process
Definitions
· Organizational decision making
· Process of identifying and solving problems
· Two major stages
· Problem identification
1. Information about environmental and organizational conditions is monitored to determine if performance is satisfactory and to diagnose the cause of problems 
2. Problem solution
2. Occurs when alternative course of action are considered and one alternative is selected and implemented 
· Programmed decisions
. Repetitive and well defined
. Procedures already exist for solving the problem 
. These problems have already occurred before, are clearly defined, and usually not that complicated 
· Non-programmed decisions
. Novel, ill structured and poorly defined, and no procedure exists for solving the problem 
. Organization has not seen this problem before and is unsure of how to solve
. Organization's usually solve by coming up with a few alternatives and then custom tailoring a solution to the problem
. Involve strategic planning bc uncertainty is significant and decisions are complex 
. Wicked decisions: complex non-programmed decisions (such as major conflicts over objectives)
. More common now due to the rapidly changing business environment
6. Causes decisions to be made with less than ideal information because they have to be made so quickly
Individual decision making
· Rational approach
· Developed to guide individual decision making because many managers were observed to be unsystematic and arbitrary in their approach 
· Stresses the need for systematic analysis of a problem followed by choice and implementation in a logical step-by-step sequence
· Not fully available in real world due to uncertainty, but does help managers think clearly and rationally 
· Steps in rational approach
· 1. Monitor the decision environment
1. Manager monitors internal and external info that will indicate deviations from planned or acceptable behaviour
4. 2. Define the decision problem
2. Manager responds to deviations by identifying essential details of the problem
4. 3. Specify decision objectives 
3. Manager decides what performance outcomes should be achieved by a decision 
4. 4. Diagnose the problem
4. Manager digs below the surface to analyze the cause of the problem
4. Additional data may be gathered to facilitate this diagnosis 
4. 5. Develop alternative solutions
5. Before a manager move ahead with decisive action plan, must have clear understanding of various options available to achieve desired objectives 
1. May seek ideas and suggestions from other people
. 6. Evaluate alternatives
6. May involve the use of statistical techniques or personal experience
6. Merits of each alternative assessed
. 7. Choose the best alternative
7. Core step
7. Manager uses their analysis of the problem, objectives, and alternatives to choose an alternative that has the best chance for success
. 8. Implement chosen alternative
· First four stages are problem identification, second 4 are problem solution
· Each step does not have to be distinct
· Bounded rationality perspective 
· There is a limit to how rational managers can be, as rationality is bounded by the enormous complexity
· Constraints and trade-offs
. Organizational constraints
1. Level of
1. Agreement
1. Shared perspective
1. Cooperation
1. Support
1. Corporate culture and structure
1. Ethical values 
. Personal constraints
2. Desire for prestige (want to make the bosses happy)
2. Desire for success
2. Personal decision style
2. Desire to satisfy emotional needs 
2. Desire to cope with pressure 
2. Desire to maintain self concept 
. Have to make trade-offs for both of these constraints, as well as the bounded rationality trade-off of less time to solve more complicated problems, to make decisions 
· Role of intuition
. Intuitive decision making: experience and judgement rather than sequential logic or explicit reasoning are used to make decisions 
. Often associated with bounded rationality 
. When managers use their intuition they more rapidly perceive and understand problems, and they develop a gut feeling or hunch about which alternative will solve a problem
. Good for situations of great ambiguity/complexity bc previous experience and judgement are needed to incorporate intangible elements at both the problem identification and problem solution stages 
. Can be used in problem solution stage when the problem cannot be quantified, so the executive uses intuition to come up with a solution
5. Ie choose what they believe is right 
. Have to walk the line between two extremes: making decisions without careful study, and making decision relying obsessively on numbers
6. The second extreme cannot be done all the time due to bounded rationality 
. Bounded rationality and intuition almost always are used for non-programmed decisions 
Organizational decision making
· Involves several different managers from several different departments
· Management science approach
· Similar to the rational approach
· Using and analyzing quantitative data and models in order to come up with a best solution for a problem
· Commonly used in operations (Think linear programming)
· Excellent for when problems are analyzable and variables can be identified and measured
· Can accurately and quickly solve problems that have too many explicit variables for human processing
· Can have failures, so sometimes try to incorporate human judgement
· IE when trying to get a mortgage the banker will make the final decision, even if the computer does not agree
· Main problem is difficult to find problems with this approach, much better at solving already found problems
· Ie hard to tell if something isn't selling because consumer tastes are changing
· Carnegie model
· Says that organizational-level decisions are made by a coalition of managers who were involved in the whole process
· Managers coalitions are needed because
· Organization's goals are often ambiguous, and operative goals of departments are often inconsistent 
1. Because of this managers have to bargain about problems and build a coalition around the question of which problems to solve 
2. [bookmark: _GoBack]Individual managers intend to be rational but function with human cognitive limitations and other constraints 
2. Forming a coalition allows managers to talk to each other and exchange points of view, reducing ambiguity and some of the bounded rationality constraints 
. Implication of process of coalition formation 
3. 1. Decisions are made to satisfice rather than to optimize problem solutions
1. Satisfice: accepting a satisfactory solution instead of a optimal one 
3. 2. Managers are more concentrated with immediate problems and long term solutions 
2. Engage in problemistic search
1. Managers look around in the immediate environment for a solution to quickly resolve a problem
1. Solution does not have to be perfect if situation is ill defined and conflict laden 
. All coalition members must perceive a problem to take action
· Decision process of carnegie model
. Uncertainty/conflict->Coalition formation->search->satisficing decision behavior  
1. Uncertainty 
1. Information is limited
1. Managers have many constraints
1. Conflict
2. Managers have diverse goals, opinions, values, experience
1. Coalition formation
3. Hold joint discussion and interpret goals and problems
3. Share opinions
3. Establish problem priorities
3. Obtain social support for problem, solution 
1. Search
4. Conduct a simple, quick, local search
4. Use established procedures if appropriate
4. Create a solution if needed
1. Satisficing decision
5. Adopt first alternative acceptable to coalition 
· Organization's suffer when managers are unable to build a coalition and goals and problem priorities 
· Particularly useful at problem identification stage
· Incremental decision process model
· Major organizational choices are a series of small choices that combine to make a major decision
. While they move through these decisions they hit barriers, called decision interrupts
1. Cause decision loops, which helps the organization learn which alternatives will work 
· 3 major phases of the model
. Identification
1. Begins with recognition
1. One or more managers become aware of a problem and the need to make a decision
1. Stimulated by the existence of a problem or opportunity 
1. Second step is diagnosis
2. More info is gathered if needed to define the problem
2. Can be systemic or informal (severe problems don't allow time for extensive diagnosis, which leads to informal diagnosis)
. Development
2. Shapes a solution to solve the problem
2. Step one is use search procedures to seek out alternatives within the organizations possibility of solutions
2. Screening: a superficial routine, more concerned with eliminating what is infeasible than with defining what is appropriate
1. Used when search is expected to generate more ready made alternatives  
2. Step 2 is to design a custom solution 
3. Happens when the problem is novel so prev experience has no value
3. Tend to use a trial and error screening process to find a custom designed alternative 
. Selection
3. Where solution is chosen
3. Evaluation and choice may be accomplished in three ways
2. Judgement form
1. Used when a final choice falls upon a single decision making, and the choice involves judgement based on experience 
2. Analysis evaluation
2. Alternatives are evaluated on a more systematic basis (similar to management science)
2. Not very common
2. Bargaining
3. Selection involves a group of decision makers that each has a different stake in the outcome
1. This leads to some conflict, so discussion and bargaining occur until an agreement is reached
. Authorization: the solution being selected and implemented by the organization 
· Dynamic factors 
. The factors that cause loops/cycles in the decision process 
1. IE forces the decision process to go back steps
. Decision interrupts: minor problems that force a loop back to earlier stage
. Feedback loops caused by
3. Problems with timing
3. Politics
3. Disagreement among managers
3. Inability to find a feasible solution
3. Manager turnover
3. Sudden appearance of a new alternative 
. May require a number of cycles before problem is solved
Learning organization
· Organizations with greater environmental uncertainty are switching to become learning organizations
· Two approaches that have helped managers with uncertainty  
· Combining the incremental process and carnegie models
· Carnegie models coalitions especially relevant for the problem identification stage when problem identification is uncertain 
1. Forming a coalition is a great way to help find the problem, as it brings all the departments together to discuss their issues in detail 
1. If the problem solution is uncertain, the incremental process model applies 
2. Managers agree on the problem and take a step by step approach to solve it
1. “Big problem solved in little steps”
1. Will recycle the solution and try a new one if it doesn't work
· Two models do not disagree with each other, so can combine them (note this ends up similar to the garbage can model)
· Garbage can model
. Deals with the pattern/flow of multiple decisions through the whole organization's and the frequent decisions being made by magners through
. Used usually in highly uncertain environments
. Not seen as a sequence of events that begins with a problem and ends with a solution
3. IE can propose an idea 
. Organized anarchy 
4. An extremely organic organisation 
4. Come from three characteristics
2. 1. Problematic preferences
1. Goals, problems, ETC are ill defined, lots of ambiguity in decision process 
2. 2. Unclear, poorly understood technology
2. Cause and effect relationships within the organization are difficult to identify 
2. 3. Tunrover 
3. Organizational positions experience turnover of participants. 
4. Learning organizations and internet based company's experience this the most 
. Streams of events - four independent streams of events most relevant to organizational decision making
5. 1. Problems
1. Points of dissatisfaction with current activities and performance
1. Represent a gap between desired performance and current performance
1. Require attention, but cannot always come up with a solution for the problem
5. 2. Potential solutions
2. An idea somebody proposes for adoption
2. Does not have to solve a problem (solutions and problems exist independently from each other 
2. Can come from inside or outside the organization 
5. 3. Participants 
3. Employees who come and go throughout the org
3. Important because everyone is different, so one manager thinks is an ideal solution another one may not
5. 4. Choice opportunities
4. Occasions when an org makes a decision
4. EX new person being hired, contract being signed, ETC
4. Can also occur if the right mix of participants, solutions, and problems exist
3. IE manager hears about a problem and proposes an ideal solution
5. So in a sense the organization is a garbage can in which the 4 streams are being stirred together 
5. Shows that the decision process is not orderly and cannot be solved by a step by step process
. Consequences 
6. 1. Solutions may be proposed even when problems do not exist
1. Think of an employee pitching a new product to their firm, even though the firm is doing very well sales wise and may not have to introduce a new product to stay alive
6. 2. Choices are made without solving problems
2. IE an incorrect choice that does not actually solve the problem it was trying to solve
6. 3. Problems may persist without being solved
3. IE the organization failing to solve a problem so many times they give up and stop trying to solve the problem
3. IE 2: lacking the know how to solve a problem 
6. 4. Few problems are solved
4. The important problems are usually solved by the organization 





