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Organization Environment & Strategy

Competitive
advantage

Adaptation

Differentiation

Core Notions

» Differentiation & Integration » There is no single strategy or

. Environment approach to the environment
that makes sense for all

e Open System organisations or for a particular

. _ organisation all of the time.

* Requisite Variety ) o

]  Different strategies give

* Risk different insights and lead to

. Strategy different programmes of action.

» Organisations need to be able
to draw on several strategic
insights at the same time.

» Policy
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Making up
Environment

FPN

« What are (the) things of interest in
(the) environment, those that make
up (the) environment?

« What are (the) interesting
phenomena?

7

Agents
* “InterOrganizational Network”

» e.g. Customers, Suppliers,
Competitors, Regulators

Market Forces

» e.g. Growth, Risk, Differential
Rates of Profit, Barriers to Entry

Global Forces

* eg. international movements

Set of Factors
e “General Environment”

* eg. Social, Technological,
Economic, Political (“STEP”)

* also Cultural, Legal, Physical

Ecological

* Nested view - multiple
interconnected environments

» Resources & populations

4 4
Theories of
Environment
Contingency Theory Population Ecology
* Mechanistic and Organic  Survival of the Fit
Organlzatlons — Nonsurvival of the Unfit
* Requisite Variety « Component-Based Business
Resource Dependency Theory Institutional Theory
* Typically based on « Types of Pressure
InterOrganizational Network P _ o
view — Coercive, Normative, Mimetic
» Rationality & Myth
» Social Legitimacy
/4 /4
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n Source: Stacey 1
Complexity,
Change &
Uncertainty
Close to certainty Far from certainty
» Collect information to * No attempt to predict the
understand complexity outcome
* Reduce uncertainty by * Intuitive shadow side
predictive models mechanisms predominate
* Invest time and money in » Control stems from
making controlled decisions relationships and trust, not
» Manage change from the from authority
perspective of goals and » Communication via myth and
objectives rumour
/4 /4

Risk
Behaviour

» Pass on risk » Collaborate to manage risk
— Make sure someone else carries — Use joint risks to drive
the can collaboration strategies and

reduce costs

* lIgnore risk . .
: » Use risk competitively

— Maintain lack of awareness of risks

outside your scope - Develog risk management
. - approaches that give competitive
» Use risk politically advantage to the business

— Take advantage of the balance of « Motivate via risk

power being shifted i :
. — Use risk taking as a performance
» Use risk contractually measure

— Take advantage of the changed
situation to increase charges
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Challenges

Risk

Restore connections

— Help people connect issues that
have been put in silos

Restore team

— Focus on the outcomes for the
organisation and on teamwork in
responding to risks

Restore vision

— Foster imaginative insight into

likely future scenarios

Restore collaboration

Build trust beyond the

organisation to look for win-win

responses to risks

7S

The seven S's are linked
aspects of an organization. To
change any one aspect all the
other aspects have to be taken
into account.

Shared values are central as
everything else is conceived as
depending on them.

Shared
values

ﬂ Source: McKinsey
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Today’s
business
concerns

Bureaucratic
hierarchies

Professional

affiliatirory

Positional strategy

Relational strategy

V

« occupy and defend a fixed
strategic position

Stable organization
« externally defined processes
Learning organization
* processes about processes
« organizational self-awareness
* anticipative systems

« respond flexibly to changing
A customer/mar‘(\et demands

Closed boundaries
« stable interface between
enterprise and environment

Open boundaries

Opportunities &
threats

« unchanging

« operational
effectiveness

« undifferentiated.

Required behaviour

Opportunities &
threats

« unchanging

« differentiated

Required behaviour
« specialist, to
address different
clusters of need
associated with
professional
skills and
institutions

Opportunities &
threats

« changeable

« associated with
competitors

Required behaviour

« focus on
sustaining the
competitive
positions taken
up by the
enterprise

Strategic < dynamic interface between
TQM aIIiaaneS enterprise and environment
Requ isite n Source: Emery & Trist 1
variety:
‘causal
texture’ of
environment
“PLACID “PLACID “DISTURBED “TURBULENT
RANDOMIZED” CLUSTERED” REACTIVE” FIELDS”

Opportunities &
threats
 dynamic
« arising from the
environment
itself

Required behaviour
 dynamic
response to
environment
« focus on
‘relational’
behaviour
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— task/control hierarchy dominates internal and
customer relationships

— task/control hierarchy perpetuates existing
power relationships

— managerial responsibilities implied by position
in hierarchy

* RELATIONAL ENTERPRISES

— task/control hierarchy serves changing needs
of customers and other stakeholders

— responsibilities directly based on relationship
with customer

— obligations / authorities support customer-
facing responsibilities

4

.. n Source: Lawrence & Lorsch 1
Requisite 0
Variety:
Differentiation
& integration Functional /
Operational Professional Positional Relational
A 7 v
why
5 6 11
who/m
Integration of "
differentiated 3 4 how
behaviour
(identity) |
1 2 what
Differentiation of behaviour (viability)
Positional
VErsus Health
. . BBC
Relational Service
enterprises
e POSITIONAL ENTERPRISES e« REGRESSIVE AGENDA

PROGRESSIVE AGENDA

growing hostility between
administrators and
professionals

political strife

opening up new
conversations

introducing complementary
knowledge and skills
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Questions to
ponder

environment?

organisations always win?

» Does it make sense to say THE environment for an organization?

» Does the external environment determine the sort of organisation
that will be found in it, or can organisations make their own

» Can an organisation be too clever for its market, or will clever
» Are certain sorts of conflict within organisations a direct and

unavoidable result of what they are trying to do?
* What can Positional organisations do that Relational organisations

cannot do?
7
Reading
Required Suggested
* Hatch, Chapters 3 & 4. « Gareth Morgan, Images of
Organization.
» Ralph Stacey, Strategic
Management and
Organisational Dynamics,
(Pitman)
/4
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